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Research on Teaching 
College Economics: A Survey 

ijyJoHN J. Siegfried and Rendigs Pels 
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James, Noel Lim, Katherine Maddox, Hal McClure, Mary Ann Mein- 
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for editorial assistance. 


1. Introduction 

Touring the past fifteen years, an exten- 
sive research literature has devel- 
oped on the subject commonly called eco- 
nomic education (not to be confused with 
the economics £>/education).‘ Economists 
with established reputations have made 

‘ The economics of education is concerned pri- 
marily with the benefits, costs, production, and fi- 
nancing of the dissemination of knowledge of any 
and all subjects. Economic education has similar con- 
cerns regarding the dissemination of knowledge 
about the single subject of economics. Most of the 
research evaluates alternative strategies for teaching 
economics successfully. The field is sometimes called 
economics education, a term that is better English 
usage. 


contributions, the Journal of Economic 
Education has completed almost a decade 
of publication, and some economists re- 
gard the field as their primary specialty.® 
This survey is as diverse as the research 
it reports, but several themes recur. (1) 
In preparing this paper, we became im- 
pressed by the usefulness of the tools of 
economic theory and econometrics for an- 
alyzing teaching problems. Burton F. 
Weisbrod has raised the question: Why 
should economists investigate teaching 
problems at all? Why not leave the subject 

• In the 1978 Directory oi the American Economic 
Association, 45 economists indicated that economic 
education was their primary specialty [4, 1978, pp. 
426-31). 
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to educational specialists and psychol- 
ogists?" [171, 1979]. The most telling 
answer lies in the nature of the work al- 
ready done. The economist brings to re- 
search on teaching certain skills and ways 
of thinking indispensable for sophisticated 
investigation of the subject. (2) Another 
theme is diversity. Different students 
learn in different ways. A menu of tech- 
niques may dominate any single one. (3) 
From the contributions of psychologists 
comes the theme that instruction targeted 
at specific objectives may be better than 
instruction not so targeted. (4) We shall 
be concerned with the extent to which 
training and experience lead to better 
teaching, particularly whether training in 
teaching as distinct from training in sub- 
ject matter has anything to contribute. (5) 
We shall also be concerned with the 
search for innovative teaching methods 
that work. 

A. Omissions 

The present survey concentrates on col- 
lege teaching, particularly the elementary 
course (because most of the research has 
been on it). We pay only slight attention 
to high school economics and none to pre- 
high school teaching, graduate instruction 
(except for training of college economics 
teachers), and informal economics edu- 
cation.'* With minor exceptions, we con- 
fine ourselves to literature published in 

^ A prior question is whether fruitful research on 
such problems is possible by anybody. Casual empiri- 
cism by the older of us suggests that 20 years ago 
large numbers of economists and faculty members 
in liberal arts colleges generally would have an- 
swered with a resounding no. It is likely that many 
of them still feel that way. The proper answer is 
that any important activity like college teaching is 
appropriate for research, The only questions are 
when a subject Incomes ripe for fruitful investiga- 
tion and whether the likely results justify the cost. 
Thirty or forty years ago an answer of “not yet” 
was plausible, but no longer. 

* Those interested in precollege economic educa- 
tion are referred to Donald R. Wentworth, W. Lee 
Hansen, and Sharryl H. Hawke [175, 1977] and W 
Lee Hansen e/ al. (59. 1977). 


economics journals and books by econo- 
mists. Most of the work is in the Journal 
of Economic Education and the annual 
Papers and Proceedings of the American 
Economic Association. We focus on re- 
search findings in contrast to descriptions 
of courses, teaching methods, and curric- 
ula. 

We have omitted certain topics partly 
due to space constraints and partly be- 
cause they do not fit well with the main 
focus of the survey. We regret the omis- 
sion of radical economics. Radical econo- 
mists have criticized orthodox economics 
teaching severely and have published dis- 
cussions of alternative approaches.® But 
to the best of our knowledge, they have 
not done enough research on the results 
to warrant inclusion here. For similar rea- 
sons, we have omitted discussion of the 
experimental elementary courses spon- 
sored by the Joint Council on Economic 
Education JCEE).® Also omitted is a dis- 
cussion of sex differences in economics ed- 
ucation, which would report that females 
enter college at a disadvantage (appar- 
ently for cultural reasons), which tends to 
persist but not to worsen during introduc- 
tory economics.’ 

Three decades ago a subcommittee of 
the American Economic Association re- 
ported that “the content of the elemen- 
tary course has expanded beyond all pessi- 
bility of adequate comprehension and 
assimilation by a student in one year of 
three class hours a week” [162, Horace 
Taylor, 1950, p. 56]. This kind of criticism 

' The first draft of this survey discussed Richard 
C. Edwards and Arthur MacEwan [41, 1970]; Mi- 
chael Zweig [179, 1972]; John G. Gurley [56. 1975]; 
Michael Meeropol [105, 1975]; and Robert Buchele 
and William Lazonick [26, 1975]. See also Martin 
Bronfenbrenner [24, 1970, p. 765]. 

' See Kenneth and Elise Boulding [22, 1974]; Ren- 
digs Pels [49, 1974]; Richard H. Leftwich and Ansel 
M. Sharp [89. 1974]; Phillip Saunders (133, 1975]; 
and Barbara and Howard Tuckman [165, 1975]. 

’ Por a detailed survey of the literature evaluating 
the relationship between sex and learning economics 
see Siegfried [142, 1979], which was a portion of 
the first draR of this article. 
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has been repeated again and again.^ Ac- 
cording to George Stigler, “The watered- 
down encyclopedia which constitutes the 
present course in beginning college eco- 
nomics does not teach the student how 
to think on economic questions. The brief 
exposure to each of a vast array of tech- 
niques and problems leaves the student 
with no basic economic logic with which 
to analyze the economic questions he will 
face as a citizen. The student will memo- 
rize a few facts, diagrams, and policy rec- 
ommendations, and ten years later will be 
as untutored in economics as the day he 
entered the class” [159, 1963, p. 657]. 
Such criticism is based on an assumption 
about what the typical elementary course 
is like. The assumption may be true, but 
has never been verified. We shall say no 
more about it. 

Whereas the introductory course has 
been the subject of much discussion, criti- 
cism, and research, the undergraduate 
major has drawn little attention. An ex- 
ception is David Hartman’s study [64, 
1978; 65, 1978].® According to Hartman, 
the goal implicit in the general examina- 
tions given to undergraduate majors at 
Harvard is skill in micro theory, macro 
theory, and the use of each “to answer 
real world questions” [64, 1978, p. 18] (see 
also [65, 1978, p. 87]). He concluded that 
the introductory course is the high point 
of the undergraduate major at Harvard 
and that the conventional course in inter- 

“ For other examples of the standard criticism, see 
Pels [46, 1955; 49, 1974], George L. Bach [11, 1967; 
12, 1976], Leftwich [88, 1976], Gurley [56, 1975], 
Hansen [57, 1975], Leftwich and Sharp [89, 1974], 
Saunders [133, 1975], and Barbara and Howard 
Tuckman [165, 1975], 

• Other recent exceptions, albeit with little re- 
search content, are Da\dd Morawetz [107, 1976; 109, 
1978] and Bronfenbrenner [25, 1978]. According to 
Morawetz, "The aim of an economics education is 
to train students to become economists” [107, 1976, 
p. 1]. Such a goal seems irrelevant to the vast nu^or- 
ity of undergraduates in American colleges and uni- 
versities. Bronfenbrenner says, "1 prefer economics 
to become more frequently a ‘junior Ph.D. msuor’ ” 
[25, 1978, p. 22]. 


mediate micro theory “does not appear 
to have much impact on either students’ 
knowledge of micro theory or their ability 
to apply it” [65, 1978, p. 90]. He found 
some evidence that a policy-oriented 
macro course has an impact on what stu- 
dents know about macro theory, but it is 
not strong enough to pass a significance 
test at conventional levels of acceptance. 

B. The Production Function for 
Economics Education 

In the rest of the survey, we orga- 
nize the massive literature on teaching 
methods and techniques around the typi- 
cal components in production function 
analysis. Production function studies can 
help determine whether or not economics 
instruction is efficient. This has important 
policy implications, especially for times of 
austere instructional budgets, since ineffi- 
ciency means that it is possible to increase 
school outputs without additional inputs.*® 
The vast majority of the research on eco- 
nomics education has been concerned 
with evaluating teaching methods. The 
implied theoretical model is a production 
function that shifts as a consequence of 
a particular technique.*' The conceptual- 
ization of these empirical studies, how- 
ever, has been disorganized. 

The absence of an established theory 
of learning has made the specification of 

There is, however, a fundamental statistical and 
interpretive issue: Most production function studies 
are based on observed behavior, in which case the 
estimated relationships will not map the production 
frontier unless all producers are generating maxi- 
mum output for given inputs. Ironically, we are usu- 
ally engaged in such aiialyses because we suspect 
that production is not occurring on the frontier. 

" Most of the difficulties in modeling and estimat- 
ing economics education production functions are 
common to the specification and estimation of gen- 
eral educational production functions. However, in 
the latter case more attention has been devoted to 
the impact of sociodemographic characteristics than 
to teaching technologies on school performance. 
Comprehensive surveys of this literature are in- 
clude in Elchanan Cohn [32, 1979] and Bichard 
Mumane [112, 1975]. 
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production functions difficult. In general, 
linear additive models have been speci- 
fied. There has been little concern with 
such issues as simultaneity (if student in- 
terest is an output, does it not feed back 
into cognitive understanding?), functional 
form (are there interactions among the in- 
dependent variables?), and the statistical 
techniques employed (many dependent 
variables are limited, even dichotomous, 
making ordinary least squares regression 
analysis inappropriate). The studies have 
usually aurisen from an instructor’s initia- 
tive to try a new teaching technique and 
typically involve a comparison of the 
course before and after or with and with- 
out the new innovation. Only a limited 
number of the studies have used broad- 
based samples, and very few have consid- 
ered whether the benefits are worth the 
costs. 

To evaluate innovative instructional 
techniques it is necessary to hold other 
things, especially the level of inputs, con- 
stant. William I. Davisson and Frank J. Bo- 
nello [40, 1976] describe a useful taxon- 
omy for organizing research on the 
production function for learning college 
economics. Their approach is superior to 
the ad hoc theorizing that characterizes 
most of the economics education litera- 
ture. Davisson and Bonello identify three 
separate categories of inputs; human capi- 
tal {SAT scores, grade point average, and 
pretest scores); utilization rates (time 
spent on the course by students); and tech- 
nology — the efficiency with which effort 
is transformed into cognitive achievement 
(lecturer effectiveness, text effectiveness, 
etc.). This distinction draws attention to 
the potentially defective conclusions that 
may arise from simple comparisons of test 
scores between control and experimental 
groups, or even a comparison of control 
and experimental groups’ performance 
that controls for human capital character- 
istics. A shift in the production function 
as a consequence of some alternative tech- 


nology can be detected correctiy only if 
input utilization rates are held constant. 
Otherwise, performance comparisons 
consist of output at different levels of in- 
puts on potentially different production 
functions, and it is impossible to disaggre- 
gate the effect of changes in the level of 
inputs from changes in the rate at which 
inputs are transformed into outputs. 

'The production function involves multi- 
ple outputs as well as multiple inputs. Ac- 
cording to Judith Yates, “the objectives 
of the education system must always be 
borne in mind [in research on economics 
education]. These objectives are often ill- 
defined and may vary significantly among 
institutions. . . . At the risk of overlook- 
ing important ones, a number of objec- 
tives can be listed: students’ growth and 
development with regard to skills (which 
can include application, critical thinking, 
creativity, motor skills, etc., as well as com- 
prehension and understanding); their so- 
cial development (including leadership, 
communication, interpersonal relations, 
etc.); their acquisition of vocational skills, 
and so on.” Furthermore, “The contribu- 
tion of a particular technique or teaching 
method to the process of learning how to 
learn rather than to the specific output 
of precisely what was learned may be its 
most important attribute” [178, 1978, p. 
13]. Other outputs are increased sophisti- 
cation with respect to values and attitudes 
and changes in ideological orientation. 
Colleges also typically serve a screening 
role for graduate schools and the labor 
market. 

II. Measuring Outputs 

Those doing research on college teach- 
ing of economics are only beginning to 
come to grips with the multiplicity of ob- 
jectives. In practice, they have measured 
output in three principal ways: examina- 
tions (usually objective tests), student eval- 
uation questionnaires, and a kind of mar- 
ket test using number of nuqors attracted 
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or enrollment The unsolved problem of 
measuring all the outputs and assigning 
weights to them has been pointed out by 
Yates and others as limitations on die re- 
search done. A related problem, which has 
been receiving attention in recent years, 
arises from the fact that different teaching 
methods have different impacts on differ- 
ent students, so that the distribution of 
outputs needs to be measured. This sec- 
tion is organized around five dimensions 
of output: cognitive performance, student 
attitudes toward the subject and the edu- 
cational process, the impact of under- 
standing and attitudes on subsequent be- 
havior, changes in values, and the 
distribution of benefits. 

A. Measurement of Learning 

The bulk of research on college teach- 
ing of economics is based on the implicit 
assumption that “the m^or criterion or 
objective of economic education is a very 
narrowly defined concept of learning, re- 
lated in some way to student performance 
as measured by achievement or course 
grade” [178, Yates, 1978, p. 12]. Availabil- 
ity of nationally normed, validated objec- 
tive tests from which the data can be ana- 
lyzed with standard statistical tools has 
encouraged this procedure. 

A number of objective tests are avail- 
able for research oh economics education. 

(1) The Test of Economic Understanding 
(TEU) is a 50-item multiple choice test of 
what every high school graduate should 
know about economics [71, JCEE, 1963]. 
It has recently been revised [154, John 
C. Soper, 1979]. The new version is called 
the Test of Economic Literacy (TEL)}* 
For a time the TEU was used to measure 
learning in the college elementary course, 
a purpose for which it is unduly simple. 

(2) The elementary economics test in the 
Educational Testing Service’s College 

“The TEL is meant for grades 11 and 12. The 
Joint Council on Economic Question, its publisher, 
also has tests for grades 2-3, 4-6, and 7-8. 


Level Examination Program is a 90-min- 
ute 100-item multiple choice test de- 
signed to enable colleges to determine 
whether transfer students and students 
who have learned econpmics on their own 
are entitled to credit for the elementary 
course and/or admission to advanced 
undergraduate courses. It concentrates 
heavily on theory. Separate micro and 
macro versions are available. Because of 
high cost and tight security regulations, 
it has been used for only one research pro- 
ject that we know of, namely John J. Sieg- 
fried [141, 1977], (3) By far the most 
widely used instrument is the Test of Un- 
derstanding in College Economics (TUCE) 
[72, JCEE, 1968], which has been used 
in at least 71 studies.*® For other discus- 
sions of the TUCE see Pels [48, 1970], Ar- 
thur L. Welsh and Pels [174, 1969], Dar- 
rell R. Lewis and Tor Dahl [91, 1971], and 
T. R. Swartz, F. J. Bonello, and W. I. Davis- 
son [161, 1977]. (4) The Test of Economic 
Comprehension (TEC), which is similar to 
the TUCE in content and construction, has 
been used mainly in Great Britain [9, 
Richard Attiyeh and Keith Ltunsden, 
1971], 

The TUCE is in two parts, each of which 
has two alternative forms of 33 multiple 
choice questions. Part I is intended to 
cover the content of the typical first se- 
mester of the college course, i.e., macro- 
economics plus some basic micro con- 
cepts. Part II is intended for the typical 
second semester: the theory of the firm, 
marginal productivity analysis, interna- 
tional economics, and comparative sys- 
tems.** Since the two forms for each part 
are approximately equal in difficulty, one 

“ For this information, we are indebted to John 
Vahaly. 

*'* Supply and demand analysis is included in both 
Part I (^e elements) and Part 11. In addition to 
the four forms describe above, a "hybrid” test con- 
sisting of 33 questions selected from both Part I and 
Part II was devised for Saunders's lasting-eSects 
study discussed below. See Saunders and Welsh [136, 
1875] and Saunders [129, 1871; 132, 1873]. 
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can be given at the beginning of the se- 
mester, the other at the end, to measure 
the amount of value added. Although in 
subject matter content the specifications 
were meant to conform to the typical col- 
lege course, they depart from it with re- 
spect to kinds of questions, having approx- 
imately one-third each in the categories 
of recognition-and-understanding, simple 
applications, and complex applications. 
(See Pels [47, 1967] and Welsh and Pels 
[174, 1969]). The committee responsible 
for the test hoped to influence economics 
instructors to put more emphasis on appli- 
cations and less on memorization and ab- 
stract theory. National norms were estab- 
lished using data from 50 colleges. 

The heavy dependence of economics 
education research on the TUCE calls for 
appraisal of its strengths and weaknesses. 
On the plus side, the quality of the test 
is considerably higher than the tests that 
can be constructed by individual research 
workers.* “ Constructing a reasonably sat- 
isfactory test is enormously difficult and 
expensive. The existence of matched pairs 
of tests, making possible measurement of 
value added in controlled experiments, 
and the availability of norming data for 
comparison purposes are legitimate rea- 
sons for the popularity of the TUCE. It 
was tested for validity [91, Lewis and 
Dahl, 1971] and found to be an effective 
discriminator of students with high and 
low levels of ability and a good measure 
of prior ability and analytical skills [28, 
Stephen G. Buckles and Welsh, 1972], 
Lewis and Dahl found that its simple ap- 
plication questions were correlated with 

Despite the widespread use of multiple choice 
questlom for grading purposes, most economists are 
not familiar with the elementary principles of test 
construction, e g., that specifications for the test must 
be drawn up in advance, that questions ne^ to be 
pretested on seven or eight hundred students, that 
the right response must be shown in the data to 
be chosen more often by good students than by poor 
students and vice versa for the distractors, and that 
questions need to be edited by a psychometrician 
(among other reasons to avoid tipoffs to testwlse stu- 
dents). For details, see Fels [48, 1970]. 


critical thinking skills as measured by the 
Watson Glaser Critical Thinking Ap- 
praisal Test. 

The shortcomings of the TUCE how- 
ever, are considerable. In the first place, 
no general purpose test is likely to con- 
form exactly to the purposes and content 
of any particular course. In the second 
place, not all the questions are satisfactory. 
(The TUCE is currently undergoing revi- 
sion to replace unsatisfactory and out- 
dated questions.) In the third place, no 
multiple choice test can measure all the 
objectives of elementary instruction.*® 

The correlation between scores on the 
best possible multiple choice test and 
grades on essay examinations varies ac- 
cording to the subject — high for mathe- 
matics, low for English literature, with 
economics an intermediate case. We do 
not know of any study directed at the spe- 
cific question of how TUCE test scores cor- 
relate with essay tests built to the same 
specifications. H. Tuckman found a nega- 
tive simple correlation between a ten- 
question version of the macro TUCE and 
course grades [166, 1975]. P. F. Labinski 
at a community college found an r* of .22 
between the TUCE and course grades. He 
argued that the objectives of economics 
instruction at two-year colleges differ 
from four-year colleges [86, 1978]. Inas- 
much as the TUCE was designed to mea- 
sure not so much the objectives of fbur- 
year colleges themselves but what a com- 
mittee thought those objectives should be, 
it is not surprising that two-year colleges 
with still other objectives would find the 
TUCE a poor measure of their output. 
Elisabeth Allison, in a Harvard Working 
Paper that estimates production functions 
for economics education, reports correla- 
tions ranging over a three-year period 
from .74 to .85 between scores on a 60- 
minute, 40-question multiple-choice test 

“T. H. Swartz, Bonello, and Davisson have docu- 
mented the shortcomings of the TUCE as a measure 
of cognitive achievement for Notre Dame [161, 
1977]. 


Siegfried and Feh: Teaching College Economics 


929 


(parts of w^ch are from TUCE) and a two- 
hour essay portion of the same three-hour 
final examination at Harvard [3, 1977, p. 
15]." 

Future progress in economics education 
will require a computerized national test 
bank consisting of thousands of carefully 
edited multiple choice questions with data 
proving that they “work.” The questions 
need to be classified not only by subject 
and type of question but also by kind of 
course or courses for which they are useful 
(high school, elementary college, interme- 
diate theory, etc). 

The availability of two matched forms 
of the TUCE has led to pre- and post- 
course testing, which permits several 
forms of the output measure to be speci- 
fied: (1) absolute achievement — the post- 
test score; (2) absolute improvement — the 
difference between the post-test and the 
pre-test score; (3) percentage improve- 
ment — absolute improvement divided by 
the pre-test score; and (4) gap closing 
measure — absolute improvement divided 
by the potential gain in score (which is 
the diflPerence between the perfect score 
and the pre-test score). The absolute 
achievement score reflects the level of un- 
derstanding at a point in time. It is a stock 
measure. The absolute improvement 
score measures the increment of learning 
during a course.*® An alternative is to use 

” The major study in the United Kingdom (The 
Ek:onomics Education Project) carried out between 
1969 and 1973 analyzed the correlation between 
TEC scores and grades awarded at both university 
and high school levels. At high school level the fl* 
between final grades as awarded by the Examination 
Boards varied from .05 to .26 (sample sizes: 1970, 
4,254 students; 1973, 3,335 students). At university 
level the A* was significantly greater than zero (rang- 
ing from .05 to .49 for 27 out of 38 courses with a 
total of 2,823 students. The mean /P was .12. (We 
are indebted to Alex Scott for this footnote. These 
results will be in a forthcoming book by Lumsden, 
Attiyeh, and Scott [97]. 

" Failure to consider explicitly whether the stock 
or the flow is to be measured is a cortunon fault. 
For instance, most studies of economics education 
include sex as a binary variable but are not explicit 
about whether it is the stock or the flow that is associ- 
ated with sex. Studies imnlicitlv concerned with the 


the post-test achievement score and con- 
trol for initial economic understanding by 
including the pre-test score as an inde- 
pendent variable in the regression analy- 
sis. The percentage improvement and 
gap-closing measures were developed be- 
cause there may not be a constant 
difficulty of learning throughout the spec- 
trum from total ignorance to total mas- 
tery; thus any aggregate measure of suc- 
cess should measure improvements by 
students on the basis of the difficulty of 
achieving them [177, Simon Whitney, 
I960]. The percentage improvement 
form implies that it is more difficult for 
poorer students to improve their scores 
by a given absolute amount. The gap-clos- 
ing measure implies the opposite, that it 
is more difficult to improve a score by a 
given amount if one starts at a higher level 
of mastery (because only the most difficult 
material remains to be mastered) [155, 
Soper and Richard Thornton, 1976, pp. 
86-87]. 

At first glance absolute improvement, 
percentage improvement, and gap-clos- 
ing measures of output may appear sub- 
ject to ceiling or floor effects. Random 
guessing would generate about a 25 per- 
cent score on a multiple choice test with 
three distractors in each question. Since 
the average score in the TUCE national 
norm was 57 percent, floor effects seem 
more likely than ceiling problems. Wil- 
liam Becker and Michael Salemi [18, 
1977] used a nonlinear model to deal with 
ceiling effects. More research is required 
on this issue because the existence of an 
upper or lower boundary tends to make 
the dependent variable inappropriate for 
ordinary least squares estimation. 


stock generally report positive correlations between 
end-of-course student performance and male sex. 
Studies of the flow generally do not. Only when the 
distinction between stock and flow became recog- 
nized was the correct conclusion drawn; the evi- 
dence shows only that females start the introductory 
economics course at a disadvantage, not that they 
are at a disadvantage in learning economics during 
the course. 
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Incentives seem to make a difference. 
Sometimes tests used to measure output 
in an experiment count toward grades, 
sometimes not. William Wehrs found that 
the greater incentives of counting the 
TUCE when used as a post-test made a 
12 percent difference in absolute score 
(andji gain difference of 40 percent) after 
holding constant the pre-TUCE score, 
high school rank, age, and sex [168, 1978]. 
Only a quarter of the instructors partici- 
pating in norming the TUCE used the 
post-test results for grading, biasing the 
norms downward. But the scores used for 
the pre-test norms did not count toward 
grades at all, biasing improvement up- 
ward. 

Most learning technology improve- 
ments have been adopted in introductory 
courses. Richard McKenzie and Robert 
Staaf argue that introductory courses, 
which are frequently part of “distribution 
requirements,” are likely to be inferior 
goods [104, 1974, pp. 30^3]. The intent 
of introducing improvements in teaching 
technology may be to induce a substitu- 
tion effect toward the discipline, but there 
is also an income effect associated with 
the relative price change (in terms of re- 
duced student effort to achieve a fixed 
learning or grade level) brought about by 
improved technology in a single disci- 
pline. The benefits from improvements in 
teaching introductory economics may 
manifest themselves in released time de- 
voted to studying other subjects or con- 
sumed in leisure. Allen Kelley found em- 
pirical support for this proposition [83, 
1975], If this occurs, the technology 
change may be deemed successful unless 
we value the alternative uses of time at 
zero. 

B. Measurement of Student Attitudes 

Student evaluations of courses and pro- 
fessors have come into widespread use in 
American colleges and universities over 
the past decade. Three types of student 


attitudes are likely to be of interest; (1) 
attitudes toward policy issues, (2) attitudes 
toward economics, and (3) opinions re- 
garding the quality of instruction. The first 
will be considered in the subsection on 
values. The second was studied by David 
Ramsett, Jerry Johnson, and Curtis Adams 
using data from three small midwestem 
universities [122, 1973]. They foimd that 
those students who were more favorably 
disposed toward the subject of economics 
did better on the post-course TUCE, hold- 
ing pre- TUCE and sociodemographic fac- 
tors constant. Lewis Karstensson and 
Richard Vedder confirmed these findings 
with a similar analysis of Ohio University 
students, finding that students whose in- 
terest in economics grew the most during 
the semester also learned the most [74, 
1974]. However, there was no attempt to 
control for study time. 

The principal controversies surround- 
ing student evaluations of teaching arise 
from the various uses to which they can 
be put. Some have argued that course 
evaluations are undesirable because they 
do not adequately represent student cog- 
nitive achievement. Miriam Rodin and 
Burton Rodin, using 12 calculus classes, 
reported that students who learned the 
most rated their instructors the worst 
[124, 1973]. Similar findings were re- 
ported by Dennis Capozza, who regressed 
student ratings of instructors on the in- 
crease in TEU scores and the average 
grade of eight different economic classes 
[29, 1973]. He found that higher course 
evaluations were associated with higher 
grades and less gain in TEU score. Studies 
by Soper, using data from the University 
of Missouri [151, 1973], and by Attiyeh 
and Lumsden, using a sample of approxi- 
mately 4,700 British students [9, 1971], 
yielded similar results.** 

*• Both the Rodin and Rodin [124. 1973] and the 
Soper [151, 1973] studies were of large lecture 
classes with discussion groups led by graduate teach- 
ing assistants. The instructor evaluations were of the 
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On the other side of the issue are data 
from Saunders [131, 1972], which appear 
to support the validity of student evalua- 
tions as measures of cognitive achieve- 
ment in three of four tests, and from Peter 
Sloane [149, 1972]. A more recent study 
by W. Douglas Morgan and Jon Vasch4 
[109, 1978] also concludes that students 
can and do recognize good teaching. They 
estimated the marginal product of various 
teaching assistants (TA’s) in a large intro- 
ductory-level macroeconomics course at 
the University of California, Santa Bar- 
bara. by regressing final student grade 
performance on typical control variables 
and binary variables for specific teaching 
assistants. They then correlated the stu- 
dent course evaluations of the TA’s with 
their impacts on final course grades, which 
the TA’s did not control. There was a per- 
fect rank correlation of evaluation scores 
with the estimated marginal products on 
(1) preparation for class, (2) communica- 
tion skills, and (3) ability to respond to 
questions. Ratings on knowledge of the 
subject were positively but not perfectly 
correlated with marginal products. 

Douglas Needham has reconciled the 
conflicting empirical relationships be- 
tween learning, course evaluations, and 
expected grades [113, 1978]. Using a 
model of student time allocation in which 
students equate the marginal grade pro- 
ductivity of time devoted to each activity, 
Needham shows that the theoretical ex- 
pectations relating grade levels to course 
evaluations and relating student learning 
to course evaluations are ambiguous be- 
cause student time allocation decisions de- 
pend on the rate of transformation of ef- 


teaching assistants. Kelley found that course evalua- 
tions were not strongly influenced by the perfor- 
numce of individual teaching assistants [81, 1972]. 
If this is correct, then lower evaluations of assistants 
wdiose students did worse on cognitive achievement 
may be spurious, the major effect on their perfor- 
mance arising from the lectures and other difier- 
ences among them, which were not controlled in 
the Rodin and Rodin and Soper studies. 


fort into learning and the raUs of trans- 
formation of learning into grades, rather 
than the absolute levels of learning and 
grades. 

The debate on whether student course 
evaluations measure cognitive achieve- 
ment well may overlook the multiple di- 
mensions of teaching. If parties in the in- 
structional process value the various 
dimensions difierently, there may well be 
reason for an assessment of instructional 
characteristics aside from cognitive 
achievement. The resolution of this ques- 
tion then hinges on the assignment of val- 
ues to different aspects of educational out- 
put. Some of the parties to the process 
may value “entertainment” highly and 
desire it to be a part of their education. 
Even if this is what course evaluations as- 
sess, they may be warranted.*® 

Students’ assessment of instruction can 
be obtained either through systematic 
course evaluations, informal student opin- 
ion, or carefully structured intensive in- 
terviews. Although systematic course 
evaluations have the advantage of a larger 
sample, they may be subject to greater 
measurement error than intensive inter- 
views because students feel less responsi- 
ble in responding. But since systematic 
course evaluations are usually anonymous, 
they might be less biased. 

The interpretation of student evalua- 
tions is also important. By far the most 
controversial issue is whether instructors 
can “buy” higher evaluations by lowering 
the (effort) price to students of achieving 
a given grade. McKenzie [102, 1975] and 
Paul Kipps [83, 1975] provide theoretical 
analyses employing price theory. McKen- 
zie shows how an instructor can increase 
the average course grade by a parallel 

However, Frank Costin, William Creenough, 
and Robert Menges in their comprehensive assess- 
ment of student course evaluations (mostly in teach- 
ing psychology) conclude that "existing data ... do 
not permit a conclusion that sheer ‘entertainment* 
is what makes students perceive a teacher as a ‘good’ 
one” [35, 1973, p. 51]. 
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shift in the leisure-grade transformation 
curve, a shift favoring the better students, 
or a shift favoring the poorer students. If 
course evaluations improve as students do 
better in the class relative to their expec- 
tations, a relaxation of grading standards 
is consistent with either a positive, neu- 
tral, or negative correlation with individ- 
ual student course evaluations. If the 
worst students are the ones who are pleas- 
antly surprised by grading standards, they 
will rate the instructor higher than ex- 
pected and, ceteris paribus, create a nega- 
tive overall correlation between evalua- 
tions and grades for the course. But if 
instructors “buy” evaluations by raising 
grades, the positive correlation should ap- 
pear in cross-course comparisons [76, 
James Kau and Paul Rubin, 1976]. 

These expectations seem to be borne 
out in the empirical studies. Kelley re- 
gressed course and professor evaluations 
on expected course grade, student ability, 
and other standard control variables for 
258 students at the University of Wiscon- 
sin [80, 1972]. He found that the coeffi- 
cient on students’ expected course grade 
was significantly greater than zero, but its 
magnitude was small. It would have taken 
an enormous change in the instructor’s 
overall grading standards to generate a 
trivial movement in his course evaluation 
scores. 

Studies of the association between per- 
ceived grading standards and course eval- 
uations across classes have found the ex- 
pected relationship— easier grading is 
positively correlated with evaluations. In 
an analysis of 339 sections of social science 
courses at Central Michigan University, 
Alan Nichols and Soper found that stu- 
dents’ expected course grade was a signifi- 
cant (both statistically and practically) de- 
terminant oPcourse evaluations, holding 
course environment characteristics con- 
stant [115, 1972]. Class size and course 
level were not related to course evalua- 
tions. Rolf Mims [106, 1973], in a regres- 


sion study of 122 courses at the University 
of Alberta, confirmed the Nichols and 
Soper findings. He found that expected 
course grade was significantly related to 
course evaluations, but class size, type of 
course, the evaluation response rate (frac- 
tion of enrolled students who completed 
the evaluation), or whether the course was 
required did not influence evaluations. 
According to Mims’s findings, “a professor 
who, compared to his colleagues, makes 
the class expect a 1 point higher grade 
can improve his own evaluation by .85 of 
a point” [106, 1973, p. 36]. Both course 
evaluation and student grade were mea- 
sured on a five-point scale. In a study of 
201 classes in the College of Business Ad- 
ministration at the University of Georgia, 
Kau and Rubin reported similar findings 
[76, 1976]. Class level, required course, 
and expected grade were all statistically 
significant determinants of course evalua- 
tions. The average class grade point aver- 
age, class size, and the percent of majors 
in the course had no eflFect. 

The major problem in interpreting the 
studies that find a statistically significant 
positive association between course 
grades and students’ evaluations of their 
instructor and between cognitive achieve- 
ment and students’ evaluations is sorting 
out cause and effect. If better instructors 
tend to emphasize the kind of higher 
learning that students are likely to pro- 
test (as costly to acquire), and if the stan- 
dard tests of cognitive achievement fail 
to pick up these effects, the better in- 
structors might have classes that do poorly 
on standardized tests and give low rat- 
ings.** This, however, is speculation. 

** For a contrary view, namely, that student evalu- 
ations will encourage instructors to teach lower level 
cognitive material (e.g., basic facts and concepts with 
applications to narrowly defined problems, rather 
than analyzing, evaluating, and synthesizing broad 
real-world problems), see Michael Everett [45, 
19T7]. He argues that because student evaluations 
seem to depend mainly on clarity of communication 
in the classroom, well-prepared lectures, and instruc- 
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Other than cognitive achievement {per- 
haps in a negative direction) and grading 
standards, what do student course evalua- 
tions measure? In a careful study of 4,996 
course evaluations from the Graduate 
School of Business at Stanford University, 
Lumsden found that specific characteris- 
tics like clarity of presentation, enthusi- 
asm, and respect for student opinion had 
the largest positive impact on course eval- 
uations [96, 1974]. Sensitivity to a stu- 
dent’s needs, interest in the student as a 
person, and availability outside of class 
were unimportant (although one might 
expect different results from undergradu- 
ates). Costin, Creenough, and Menges, 
summarizing many studies of course eval- 
uations, concluded that “such attributes 
as preparedness, clarity, and stimulation 
of students’ intellectual curiosity were 
typically mentioned by students in de- 
scribing their best instructors” [35, 1973, 
p. 52]. 

The only widely used student evalua- 
tion form is the Purdue Rating Scale for 
College Instructors. It is a questionnaire 
consisting of 28 items. Each student rates 
the instructor from A to F on five broad 
categories of questions — personal charac- 
teristics [e.g., patience and understand- 
ing), objectivity {e.g., willingness to listen 
to and talk about divergent ideas or view- 
points that oppose his/her own), exposi- 
tion skills (e.g., concise presentation), tests 
and grading (e.g., impartiality), and sub- 
ject matter knowledge.** Most evaluations 
of instruction are made with the use of 
locally designed and administered ques- 
tionnaires, making it difficult to compare 
the effects of instructional techniques on 
student assessments of teaching quality 


tor enthusiasm, rather than on stimulating intellec- 
tual curiosity or illustrating how economists analyze 
broad complicated problems, they may encourage 
the teaching of lower level material that can most 
conveniently be taught with those instructional 
skills. 

” For more detail on the Purdue Rating Scale, 
see H. H. Remmers and J. A. Weisbrodt [123, 1965]. 


across schools, llie advantage of “home- 
made” course evaluation instruments is 
the greater faculty confidence in results 
of their own handiwork [60, Hansen and 
KeUey, 1973, p. 18]. 

A serious problem with empirical re- 
search on student evaluations of teaching 
involves the transformation of question- 
naire data to numerical indexes appropri- 
ate for statistical analysis. The typical 
course evaluation form provides a scale 
of five alternatives, from much better to 
much worse, on which students are asked 
to rate the particular course or instructor. 
Thus the questionnaires ask for ordinal 
data. Then the data are usually coded on 
a one to five scale and employed in the 
analysis. Raymond Battalio, Joe Hulett, 
and John Kagel have shown that conclu- 
sions based on regressions using data ob- 
tained from an ordinal rating can theoreti- 
cally be reversed by performing entirely 
legitimate order-preserving transforma- 
tions on the measured variables [15, 1973]. 
The real question, however, is whether 
this difficulty is important in a practical 
sense [140, Siegfried, 1973]. Without 
knowledge of the actual underlying cardi- 
nal scale, it is impossible to evaluate the 
seriousness of the problem. 

Student course evaluations have proba- 
bly received so much attention because 
they are frequently thought to influence 
faculty behavior. McKenzie and Staaf 
[104, 1974] and Hansen and Kelley [60, 
1973] have used microeconomic theory to 
demonstrate how faculty might respond 
to changes in the reward structure. Fur- 
thermore, the effect of changes in time 
constraints (say, by varying the course 
load) are ambiguous because income ef- 
fects may swamp substitution effects. 
Becker has shown rigorously that increas- 
ing the weight assigned to high quality 
teaching in the faculty income determina- 
tion process may be ineffective unless im- 
provements are made simultaneously in 
the accuracy of measuring teaching ability 
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[17, 1979]. In a further extension ClifiF 
Huang demonstrates that the faculty work 
response to changing relative rewards to 
teaching and research may be ambiguous 
if the production processes for research 
and teaching are less than certain [68, 
1979]. 

In an empirical study of the faculty sal- 
ary determination process at the Univer- 
sity of Wisconsin, Siegfried and Kenneth 
White found that teaching quality (mea- 
sured by course evaluations) was re- 
warded positively [146, 1973]. The coeflfi- 
cient on a variable sensitive to the 
extremes in teaching performance was 
statistically significant at the .10 level. The 
importance of its size depends on the cost 
of improving teaching ratings. David Katz 
reported contrary findings about the re- 
wards for teaching at a large midwestem 
university [75, 1973]. Katz, however, used 
a binary variable, which discriminated 
only between teachers above and below 
the median and consequently did not 
characterize the salary determination sys- 
tem as it was implied in his own interview 
reports, namely, that salaries are sensitive 
to extremes in teaching quality, but re- 
spond very little to diflPerences close to 
the average. Siegfried and White [147, 
1978] have shown that the difiPerences in 
specification — sensitivity to extremes ver- 
sus sensitivity only around the median — 
may cause the difference between Katz’s 
findings and theirs. In a comprehensive 
analysis of the determinants of faculty sal- 
aries that was based on data gathered by 
the American Council on Education as 
part of a 1972-73 national cross-section 
of faculty, Howard Tuckman found that 
faculty who had won an award for out- 
standing teaching earned no more than 
others, ceteris paribus [167, 1976]. 

The Siegfri^ and White study exam- 
ined salary differentials within an aca- 
demic department; Katz’s sample in- 
cluded faculty from various departments 
within a single university; Tuckman's data 


base (for the result reported here) con- 
sisted of economists at various institutions. 
These findings can be reconciled if the 
recognition (and reward) for teaching is 
local. For research there are national 
standards and visible evidence of per- 
formance (publication), while teaching 
reputation is usually well known only to 
local colleagues. Thus salary differences 
based on teaching ability may appear only 
within individual departments. 

C. Impact of Understanding and 
Attitudes on Behavior 

Ek:onomists generally measure the 
value of education by the discounted pres- 
ent value of- the expected difference in 
earnings streams (net of direct costs) at- 
tributable to it. ’There are at least two ma- 
jor reasons this ^proach has been con- 
spicuously absent from the literature of 
economics education. (1) Economics is 
usually offered as part of a liberal arts edu- 
cation. Because it is only a small part of 
a large program of education, it is difficult 
to attribute earnings differentials to spe- 
cific courses in the program. (2) Many 
economists believe there are benefits to 
economics education that individuals can- 
not appropriate at reasonable cost, in 
which case private earnings will not fully 
reflect the total benefits from economics 
education. This frequently used “citizen- 
ship argument” for economics education 
means that economics education raises 
students’ sensitivity to the political, eco- 
nomic, and social system of which they 
are a part and increases the intelligence 
with which they participate in it (c.g., by 
voting) [58, Hansen, 1977]. 

The difficulties in assessing public bene- 
fits to economics education have been 
summarized by McKenzie: “Before the 
public benefits . . . can be acquired 
through the political process, the student 
. . . must have sufficient incentive to 
maintain the human capital stock that he 
has acquired. . . . Public choice theory 
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predicts tiiiat the typical individual stu- 
dent-citizens will not have sufficient in- 
centive to incur these costs. . . . Finally, 
economic education must overcome the 
tendency of people, in spite of what they 
know about the economic merits of legis- 
lation, to vote their own private interests” 
[103, 1977, p. 10]. 

One approach to assessing subsequent 
student behavior compares the fraction of 
students in an experimental introductory 
course who go on to major in economics 
with the fraction from a conventional in- 
troductory course. The notion is that stu- 
dents who have favorable attitudes toward 
economics and/or believe there is value 
in economic reasoning are more likely to 
major in economics and also more likely 
to capitalize on their economic reasoning 
skills in later life. Unfortunately this mea- 
sure of effectiveness has several disadvan- 
tages: (1) The percentage of students from 
a class who go on to major depends on 
the denominator as well as the numerator, 
and many exogenous factors (such as cur- 
riculum requirements of other, non-eco- 
nomics, m^jor departments) may influ- 
ence the number of students taking a 
course in economics. (2) An introductory 
economics course that provides an accu- 
rate portrayal of what a student might ex- 
pect in future courses in the major may 
(appropriately) dissuade many from ma- 
joring. But this does not mean the course 
is a failure, any more than it means that 
the students’ talents and/or interests are 
“bad.” A model of student curricular 
choice formulated by McKenzie and Staaf 
[104, 1974] and tested empirically by Alan 
Freiden and Staaf [53, 1973] implies that 
students who are superior in both verbal 
and mathematical ability tend to switch 
majors less frequently than other students 
because they do not have to compromise 
their interests in order to achieve the 
highest grades possible for them. Thus, if 
student enrollment in voluntary experi- 
mental courses is correlated with abilities. 


inferences from the fraction who subse- 
quently nuyor in economics may be con- 
taminated. (3) The advantage of effective 
experimental teaching me^ods may ac- 
crue to other courses oir leisure time, de- 
pending on students' time allocation deci- 
sions. (4) When there are changes in the 
demand for graduates of different disci- 
plines, the relative benefits from mgjoring 
in certain fields will be altered and induce 
a shift in student selection [52, Richard 
B. Freeman, 1971]. Since the introduction 
of new teaching technologies may accom- 
pany exogenous shifts in demand, there 
is risk of incorrectly attributing “success" 
to a new learning technology if mgjoring 
in economics is part of the output matrix. 

D. Attitude Sophistication and Values 

One of the goals of economics education 
is greater sophistication about policy is- 
sues. Economics training may also make 
students more conservative or more lib- 
eral. Researchers have attempted to mea- 
sure both effects. 

William R. Mann and Daniel R. Fusfeld 
have argued that “the attainment of a high 
level of attitude sophistication should be 
as much a goal as the proper manipulation 
of supply and demand schedules” [98, 
1970, p. 125]. They developed a Question- 
naire of Economic Attitudes (QEA) and 
concluded that the attitude sophistication 
of an experimental group improved while 
that of a control group without economics 
instruction did not. Mitchell P. Rothman 
and James H. Scott, Jr., criticized the 
measuring instrument as favoring liberals 
[126, 1973]. If they are right, Mann and 
Fusfeld’s evidence suggests that econom- 
ics makes students more liberal. Howard 
Tuckman [166, 1975] used a 20-item Atti- 
tude Sophistication (AS) test along the 
lines of Mann and Fusfeld’s. He found that 
“an increase of about 3.3 points on the 
pre-AS exam adds one point to the post- 
AS score and 0.17 points to the final 
grade.” He attributed the significant cor- 
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relation of the AS score with the grade 
to its measuring “economic reasoning 
rather than prior knowledge" [166, 1975, 
p. 36]. The AS test was not published. If 
it is free of bias, further research with it 
might be worth pursuing. 

The 1973 article by Rothman and Scott 
[126] and another paper by the same au- 
thors [139, Scott and Rothman, 1975] re- 
port the results of administering a Social 
Opinion Questionnaire (SOQ) to students 
at Carnegie-Mellon. Whereas the QEA 
and the AS were intended to measure 
progress toward increased sophistication 
from studying economics, the SOQ was 
intended to “separate the students along 
a ‘liberal-conservative’ dimension.” In the 
first study published, Rothman and Scott 
found that “conservative answers are al- 
most invariably associated with higher ex- 
pected TUCE scores at the start of the se- 
mester [i.e., before the study of economics 
began]. Equally important is the fact that 
the most significant questions are those 
associated with an individual’s prefer- 
ences for the capitalist market system” 
[126, 1973, p. 121]. At the end of the 
course, which included some microeco- 
nomics but emphasized macro, there was 
no significant difference between liberals 
and conservatives on Part I of the TUCE 
(which, like the course, includes some mi- 
cro but emphasizes macro). The authors 
concluded that the SOQ measures some- 
thing other than economic knowledge, 
that conservatives on entering the intro- 
ductory course know more economics 
than liberals, and that there is no system- 
atic bias in the TUCE, Part 1, when used 
at the end of the introductory course. 
Since the sample size was only 49 students 
at one school, these conclusions must be 
deemed exceedingly tentative. 

The second paper thi ows more light on 
the effect of an introductory psychology 
course than on an introductory economics 
course. The psychology instructors were 
more liberal than their students and influ- 


enced them in a liberal direction. Scott 
and Rothman report that “the college ex- 
perience is a liberalizing one [139, 1975, 
p. 109], but the psychology course had a 
stronger liberalizing effect than the eco- 
nomics course [139, p. 110]. 

Kim Sosin and Campbell R. McConnell 
investigated the effect of an introductory 
macroeconomics course on attitudes to- 
ward income distribution [156, c. 1978]. 
They found a significant shift in attitude 
toward more egalitarianism compared to 
a control group. The largest shifts were 
by students with the least incoming ten- 
dency toward egalitarianism and those 
with the highest grades. Inasmuch as Mil- 
ton Rokeach -{125, 1973] has shown that 
in the United States the liberal-conserva- 
tive spectrum can be reduced to prefer- 
ence for equality, the finding of Sosin and 
McConnell that a macro course made stu- 
dents more liberal is convincing even 
though their survey was confined to a sin- 
gle issue. 

In conclusion, it has not yet been estab- 
lished that attitude sophistication is a 
measurable output. On the question of po- 
litical orientation, the evidence cited 
tends toward the conclusion that econom- 
ics has a liberalizing influence. But the hy- 
pothesis that Twforoeconomics gives stu- 
dents an understanding of markets that 
makes them more conservative has* not 
been disproved.*® 

E. Distribution of Benefits 

The economic efficiency of new teach- 
ing methods should be assessed by com- 
paring marginal benefits with marginal 
costs. Marginal benefits depend on the im- 
pact of the method on direct output units 
(e.g., cognitive achievement, student atti- 

« C/, Stigler [158, 1959] and Pels [50, 1978]. Some 
authors have concluded that microeconomics had 
a conservative influence but, having doubts about 
their evidence, we do not cite them. Fred A. Thomp- 
son found that increased knowledge of international 
economics Was associated with a shift to a more favor- 
able attitude toward free trade [163, 1973]. 
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tudes) and the value that recipients place 
on the outputs. Hansen, Kelley, and Weis- 
brod observe that different opinions about 
who are “most ‘important’ to teach may 
be at the root of much of the controversy 
[surrounding instructional techniques]” 
[61, 1970, p. 365]. For example, students 
differ in previous preparation, verbal and 
mathematical abilities, career goals, sex, 
social concern, and many other character- 
istics. Consequently, they are likely to 
benefit differentially from any particular 
instructional method. It is impossible to 
assess the economic efficiency of a particu- 
lar method without valuing the benefits 
received by various individuals. Typically 
we rely on market forces and equilibrium 
competitive prices to assign values to the 
marginal outputs. The peculiar financing 
of higher education, the market failures 
in appropriating benefits, and the inability 
to attribute consequences to causes (earn- 
ings to courses) make ascertaining such 
values difficult. Nevertheless, it is impor- 
tant to consider explicitly the distri- 
butional effects. 

The two methods for incorporating dis- 
tributional effects into typical production 
fimction studies of instructional methods 
are either to include interaction variables 
in the model — interactions between the 
experimental treatment variable and the 
important characteristics that vary among 
students, e.g., sex, family income, natural 
ability — or to estimate the relationship 
separately for various groups of students. 
These techniques have been used occa- 
sionally in recent years {e.g., Kelley [80, 
1972]; Allison [2, 1976]) and the findings 
reveal the importance of considering sep- 
arately the impact of instructional meth- 
ods on various groups of students. How- 
ever, little progress has been made 
(indeed, maybe none can be) in assessing 
the differential valuation that different 
students place on receiving increments of 
cognitive achievement or changes in atti- 
tudes. 


III. The Impact of 

Human Capital and Collegfi Environment 
on Economics Education 

This section summarizes the research 
finditigs on the effect of student human 
capital, faculty human capital, college en- 
vironment (other capital), and student ef- 
fort on learning economics. There is, to 
our knowledge, only one study of the ef- 
fect of faculty effort on learning econom- 
ics. Allison [2, 1976] found that instruc- 
tor preparation time increased student 
achievement, ceteris paribus. 

The focus of most evaluative studies in 
economics education is on new learning 
technologies. Capital and variable inputs 
are usually included in the regression 
equations in order to control for other fac- 
tors that may be correlated with student 
learning and the presence of the innova- 
tive technique {e.g., students with higher 
aptitudes may be more inclined to elect 
innovative techniques if they are given 
the option, in which case one might erro- 
neously attribute their better perform- 
ance to the innovation when, in fact, it 
was caused by their superior aptitude). 
The number of studies that consider such 
variables is enormous. Therefore we limit 
references to them. 

A. Student Human Capital 

Three types of variables have been used 
to assess the impact of student human cap- 
ital on economics education output. First, 
a variety of general aptitude measures 
have been employed. Most studies find 
college entrance examination scores (SAT, 
ACT) to be positive and significantly asso- 
ciated with economics test performance. 
Verbal SAT’s seem to be more important 
than quantitative SAT’s for the TUCE.** 

Mathematical aptitude seems to be more impor- 
tant in scoring well on locally constructed tests. This 
may reflect the emphasis of the TVCE on applica- 
tions. 
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This finding is supported by the usual non- 
significance of previous mathematics 
courses in such regressions. High school 
class rank, a measure of general aptitude, 
usually has a positive impact on post-test 
examination scores in economies. Mea- 
sures of student maturity, such as age, year 
in school, and number of previous college 
credit hours, usually show no relationship 
to cognitive performance.*® The few stud- 
ies that have included measures of stu- 
dents’ socioeconomic backgrounds have 
found such variables as family income 
and/or parents’ education to be unimpor- 
tant. 

Second, measures of prior knowledge 
of economics have produced mixed re- 
sults. 'The eflFect of high school economics 
courses on performance in college eco- 
nomics has been widely investigated, but 
the results are inconclusive. The most re- 
cent study concludes that after adjusting 
for other factors, students who had taken 
previous economics courses did not begin 
their principles course with significantly 
more knowledge, nor did they learn sig- 
nificantly more during the semester [120, 
John Palmer, GeoflFrey Carliner, and 
Thomas Homer, 1979], The most obvious 
predictor of the post-test score in intro- 
ductory economics is the pre-test score. 
It is almost always found to be positive 
and significant. However, when gap-clos- 
ing measures are used, the pre-test score 
has been found to exert a negative influ- 
ence on the post-test score. This suggests 
that students who know more economics 
at the beginning of the course learn rela- 
tively less during the course, but Becker 
and Salemi have shown that this apparent 
paradox may be explained by simulta- 
neous equations bias in most of the studies 
[18, 1977], 

'Third, many studies have included stu- 

** The non-significance of many control variables 
may be due to mulUcoUinearity, in which case a test 
of their joint significance would be more appropri- 
ate. 


dent major and indexes of student inter- 
est, presumably to test the hypothesis that 
learning is related to motivation. 'The re- 
sults of these tests are mixed, which may 
reflect the variety of instruments used to 
measure interest. 

B. Faculty Human Capital 

Several studies have found that years 
of teaching experience, instructor TUCE 
scores, and instructor’s graduate school 
grades are positively related to learning 
in introductory economics classes. In addi- 
tion, the studies that have attempted to 
explain cognitive achievement with 
course evaluation scores may be directed 
toward the question of whether faculty 
human capital afiPects student learning. If 
in evaluations students rate highly the 
characteristics of instructors that help 
them learn more efficiently, then we 
would expect students of professors with 
higher evaluations to perform better on 
examinations. Many studies that use multi- 
ple instructors of a single course find that 
the particular instructor does make a dif- 
ference. Apparently differences among in- 
structors are not entirely captured in the 
models. 

C. College Environment 

Studies of class size are almost unani- 
mous in finding no influence on test scores. 
Harry Levin found no difference in cogni- 
tive achievement between students in 
classes of 30 and students in classes of 80 
to 120 [90, 1967]. However, students rated 
the course higher if they were in smaller 
classes. 'The latter finding has been con- 
firmed by Mirus [106, 1973]. Lewis and 
Dahl, while finding the usual lack of im- 
pact of class size on TUCE performance, 
discovered a negative effect of class size 
on students’ critical thinking skills [92, 
1972]. In general, it appears that students 
are happier and perhaps learn to think 
better in smaller classes, but performance 
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on standardized tests is independent of 
class size. 

Attiyeh, Bach, and Lumsden found that 
students from larger colleges and from 
coUeges with higher schoolwide SATwer- 
ages did better on the TUCE [6, 1969]. 
In addition, they found substantial varia- 
tion in performance on the basis of type 
of school. 

Most research has found that two semes- 
ters of introductory economics yield 
greater understanding than one. The lat- 
est of these studies [42, Ralph ElUiott, M. 
Edwin Ireland, and Teresa Cannon, 1978] 
reports that two-semester students at 
Clemson University do significantly better 
on each of various functional forms of 
TUCE scores. The gains, however, are 
small in comparison to a one hundred per- 
cent increase in inputs (a second semes- 
ter). 

In most studies of the question, the 
choice of textbook did not matter. In Saun- 
ders’s study there was no significant differ- 
ence in TUCE scores for students using 
any of five leading introductory textbooks 
listed by author’s name [132, 1973, p. 60 
and Table 15]. For seniors who had had 
the introductory course two years earlier, 
however, those who had had textbooks 
other than the five named did significantly 
worse, as did those alumni whose textbook 
was unknown. Attiyeh, Bach, and Lums- 
den, on the other hand, found that stu- 
dents using either of two leading conven- 
tional textbooks did significantly better 
than those using any of ten books lumped 
together in an “all other" category, 
whereas those with a third leading text 
did not [6, 1969, pp. 220-21]. As pointed 
out in Subsection IV.D below, they also 
foimd a difference between two pro- 
grammed texts. 

D. Student Effort 

It is not clear whether student effort 
should be an independent (control) or de- 


pendent vari^le. Indeed, one of the im- 
portant insights of the applicaticMi of mi- 
croeconomic theory to the learning pro- 
cess is that students may well choose to 
take efficiency gains in the form of re- 
duced time inputs into their economics 
course [104, McKenzie and Staaf, 1974]. 

A number of studies have attempted to 
correlate student effort with test perfor- 
mance, the best of which are by Becker 
and Salemi [18, 1977] and Allison [3. 
1977]. With few exceptions, these studies 
have found no impact of study time on 
performance. In a simultaneous equations 
model, Allison finds low positive elastici- 
ties of achievement with respect to stu- 
dent effort [3, 1977]. However, her results 
indicate that students “learn to learn’’; the 
elasticity, while remaining low relative to 
that of student ability, quadrupled from 
the first to the second semester course. 
Other measures of student effort confirm 
this conclusion. Attendance and student 
course load (which measures competing 
demands on student time) do not appear 
related to performance on standardized 
tests.** 

Grade point averages are sometimes in- 
terpreted as measures of student effort, 
especially when included simultaneously 
with aptitude test scores. Grade point 
average (GPA) is usually found to be posi- 
tively related to test performance, which 
might indicate that GPA is a better mea- 
sure of aptitude than student effort. 

In sum, it appears that a student’s gen- 
eral (especially verbal) aptitude is the most 
important determinant of learning. So- 
cioeconomic background, prior econom- 
ics courses, mathematics preparation, 
class size, textbooks, and study effort do 
not seem to matter very much. The evi- 
dence on the effect of student interest on 
test performance is mixed. 

** Class attendance does seem to be important for 
adUevement on locally constructed tests, but not 
standardized ones [119, Donald W. Paden and M. 
Eugene Moyer, 1969]. 
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IV. The Impact of 
Alternative Teaching Methods 
on Economics Education 

A. Games and Computer-Assisted 
Instruction 

The computer has been employed in 
economics instruction in two general 
ways: (1) games, simulation models, and 
demonstration routines (CAI); and (2) 
study management systems (CMI). CAI in- 
cludes the popular macroeconomic mod- 
els of the economy, in which students at- 
tempt to set policy parameters in order 
to achieve a menu of specified macroeco- 
nomic goals that involve trade-offs. CMI 
consists mainly of review routines (short 
quizzes) with instant feedback to students 
and individualized instructions to students 
wanting to know the most efficient study 
strategy to pursue. It is discussed in the 
next section. 

Because of their sequential nature, com- 
putational requirements, and record- 
keeping needs, many games and simula- 
tions utilize computer facilities, especially 
time-sharing. Games, however, can be 
played without the use of computers. Most 
games involve role playing — a stock- 
market trader, a manager of a firm under 
various degrees of competition, an urban 
planner, or an advisor to the finance minis- 
ter — where the student is required to map 
out strategies over time. Thus games tend 
to emphasize the interactions in an eco- 
nomic situation and are more likely to 
teach analytical methods successfully than 
recognition and understanding of eco- 
nomic terms and concepts. 

In a 1974 review of the computer-as- 
sisted instruction (CAI) literature, Soper 
listed 45 published and unpublished re- 
ports of the use of CAI in teaching eco- 
nomics [152, 1974]. Most of the reports 
described the use of games and simula- 
tions in teaching principles of economics 
or intermediate macroeconomics. Since 


almost aU of the games that have been 
evaluated use the computer, we hence- 
forth use CAI to mean games and com- 
puter-assisted instruction. 

There are several reasons to expect CAI 
to influence learning. Instant feedback (at 
least with time-sharing), novelty, and con- 
venience all should serve to alter students' 
learning functions. Quick reinforcement 
of correct responses or immediate expla- 
nation of incorrect responses has long 
been one of the most widely accepted 
principles for improving learning. The 
novelty of computer-assisted instruction 
may improve student attitudes and, in 
turn, learning. The convenience of time- 
sharing may influence learning by permit- 
ting students to use their time more effi- 
ciently. 

Simulation models, which apply the 
principles gleaned fl-om comparative stat- 
ics to a dynamic world, may give students 
an appreciation for the difficult problems 
confronting policy-makers. Computer oli- 
gopoly games instill respect for the dy- 
namic strategies that complicate the real 
industrial world and require complicated 
models to characterize reality. Games are 
(usually) less abstract than lectures and 
may stimulate learning because they are 
realistic. Finally, most students seem to 
like games, and student attitudes may af- 
fect cognitive performance [23, Samuel 
Bowles, 1970]. 

The experiments testing the efiective- 
ness of games and/or computer-assisted 
instruction assess the impact of CAI on 
(1) cognitive evaluation instruments, such 
as the TUCE; (2) student attitudes; (3) the 
lasting effects of greater cognitive 
achievement of students who experienced 
CAI; and (4) the distribution of benefits 
between high- and low-achieving stu- 
dents. Overall, the conclusions about the 
effectiveness of CAI in improving under- 
standing of economics are pessimistic. 

Wentworth and Lewis csirefully evalu- 
ated the noncomputer learning game 
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called Marketplace at two Minnesota ju- 
nior colleges during 1971-72 using multi- 
ple linear regression analysis and a sample 
of 149 students divided between two in- 
structors and users and nonusers of the 
game (four cells) [176, 1975]. They found 
that playing the game as a substitute for 
eight class periods of conventional lecture 
instruction has a statistically significant 
impact on students’ gain in TUCE scores 
during the semester. The effect, however, 
was negative. Students attending the lec- 
tures gained 1.43 points more on the 
TUCE during the semester after control- 
ling for intelligence (ACT), age, college, 
high school economics background, sex, 
and student interest in economics. 

The most complete study of CAI is re- 
ported by Davisson and Bonello [40, 
1976]. They describe the development of 
computer-assisted instruction in princi- 
ples of economics at Notre Dame during 
the 1973-75 period and report the results 
of an evaluation of its cost effectiveness. 
Review routines comprise the major part 
of the CAI program at Notre Dame and 
consist of multiple choice questions with 
prompts and verification statements. 
There are also demonstration and game 
simulation routines. The impact of CAI 
on cognitive performance in the Notre 
Dame experiment was evaluated using 
the TUCE. The findings were similar to 
many of the other experiments with 
CAI — no significant difference between 
the experimental and control groups. 

John Chizmar et al. [31, 1977] adapted 
Alan Blinder’s [19, 1973] methodology for 
separating shifts in the production func- 
tion from shifts in the coeflBcients of vari- 
ables included in the model and found 
that Illinois State students using the Notre 
Dame CAI package performed slightly 
better on the TUCE; but they did this in 
spite of CAI, primarily because of greater 
ability. 

In a regression analysis of the effective- 
ness of CAI games in a macroeconomics 


course at Arizona State University, Steven 
Cox found no effect of CAI games on stu- 
dent performance on multiple choice tests 
[36, 1974]. He experimented with nonlin- 
ear relationships between the indepen- 
dent and dependent variables, but found 
that a simple linear model produced the 
same conclusions as the more complex 
specifications. 

In an evaluation of the effectiveness 
of one micro and two macro games at 
St. Olaf College, E. David Emery and 
Thomas Enger assessed student perfor- 
mance on various types of multiple choice 
questions [43, 1972]. They foimd that CAI 
led to higher achievement on questions 
requiring analysis and policy decisions.®’ 
However, in a follow-up to the St. Olaf 
CAI experiment, Emery and Jean 
Schoene found that the initial advantage 
of CAI students had completely disap- 
peared over 16 months [44, c. 1974]. 

Most of the reports of CAI activities in- 
dicate that students enjoy playing com- 
puter games. However, Davisson and Bo- 
nello’s extensive analysis of the impact of 
CAI on student attitudes revealed no dif- 
ferences between the CAI users and con- 
trol groups [40, 1976]. 

On the question of the distribution of 
benefits from CAI, Cox found that all stu- 
dents except those who earned C grades 
benefited [36, 1974]. Emery and Enger 
found no difference in benefits on the basis 
of student aptitude [43, 1972]. Bonello, 
Davisson, and Swartz report that lower 
achievement students in the Notre Dame 
experiment benefited from CAI, while 
better students did not [20, 1978]. This 
occurred in the presence of a nonsignifi- 
cant overall effect and illustrates why it 
is important to identify precisely the tar- 

Because students in the experimental group did 
not do significantly better on ^1 types of questions, 
they concluded that their better performance on 
some questions was not due to an incentive (Haw- 
thorne) effect. There is no reason to expect incentive 
effects to influence only one type of learning. 
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get group and assess the impact of educa- 
tional experiments on specific subgroups 
of students. 

Davisson and Bonello attempted to as- 
sess the costs of implementing CAI [40, 
1976]. They estimated that start-up costs 
were $20,000 in 1973-74, but their esti- 
mate is based on a very low valuation of 
faculty time ($1,500 per month, implying 
a $13, 5(H) academic-year salary, which in 
1973-74 was about the starting salary of 
assistant professors). The faculty who have 
the skills to develop CAI are also likely 
to be the faculty who have skills sufficient 
to insure a high opportunity cost of time 
during summers. 

Operating costs can be assessed on ei- 
ther a budgetary or economic basis. Bud- 
getarily, CAI will probably cost much 
more than conventional instruction be- 
cause universities tend to assess user 
charges for computer use but not for the 
alternatives such as library use. However, 
in real economic costs, the difference may 
be much less. An input that can be dis- 
pensed with if CAI is adopted is graduate 
teaching assistants. Davisson and Bonello 
found that CAI was no more expensive 
than graduate teaching assistants meeting 
discussion sections once a week. On the 
other hand, if the opportunity cost of grad- 
uate TA’s is very low to a department (that 
is, they are there and supported finan- 
cially, not to provide instruction to under- 
graduates but because the faculty wants 
a graduate program for some other rea- 
son), then CAI will be more expensive. 

Overall, games and CAI in economics 
do not appear to be the route to nirvana 
they were once expected to be. CAI ap- 
pears to generate no more (or no less) cog- 
nitive achievement,** but probably costs 

•• One possible'explanetioa for the negative find- 
ings can be found in a warning irom one of the 
tiioneen in developing computer games, Myron Jo- 
seph. who caution^ that “there is some danger that 
the conqf>lexity permitted by the computer will ob- 
scure the leariiing objectives of simulation" fra, 
1970. p. OS]. 


more than conventional pedagogical 
methods. In addition to instructor and 
computer-facility costs, most games and 
computer-simulation exercises are stu- 
dent-time intensive. They are unlikely to 
be generating benefits in the form of re- 
leased student time.*® 

B. Computerized Study Management 

There have been at least three large- 
scale efforts to utilize computer facilities 
to individualize and improve student 
study management. Kelley [78, 1968; 80, 
1972; 82, 1973] reports on the effective- 
ness of the Teaching Information Process- 
ing System (TIPS) at the University of Wis- 
consin, Bernard Booms and D. Lynne 
Kaltreider [21, 1974] on Computer Gen- 
erated Repeatable Testing (CGRT) at 
Pennsylvania State, and Donald Paden, 
Bruce Dalgaard, and Michael Barr [118, 
1977] on the computer study manage- 
ment system (PLATO) at the University 
of Illinois. These three experiments have 
been conducted at large state institutions, 
where large classes and impersonal atmos- 
pheres are more likely to create need for 
individualization of instruction. 

Computerized study management sys- 
tems usually administer periodic short 
quizzes and then provide rapid feedback 
to students. Kelley’s system evaluates. stu- 
dents’ learning problems (from “surveys” 
that do not count toward students’ grades) 
and provides a personalized assignment 
suited to the level of understanding of 
each student. In addition, such programs 
usually provide record-keeping and test 
analysis and grading services. 

Study management systems are ex- 
pected to improve student learning by 
“directing student activity.” This implies 
that someone other than the student 

*• Short, non-computerized claasroom games, 
however, may be very inexpensive. Unfortunately 
there is an absence of solid controlled assessments 
of such games, so little can be said about their effi- 
ciency. 
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knows best how the student leams most 
efficiently. Study management systems 
could influence learning by improving stu- 
dent attitudes or by providing individual- 
ized help. In addition, Kelley uses the 
TIPS system to inform the lecturer and 
teaching assistants of student progress. 
The study management systems also en- 
courage students to keep up, thereby 
avoiding the deleterious effects of cram- 
ming. 

Kelley performed controlled experi- 
ments of the effectiveness of TIPS and 
found it had a significant positive effect 
on achievement [79, 1970; 80, 1972]. The 
effectiveness of TIPS is implemented by 
providing additional, less difficult assign- 
ments to low-achieving students, and 
fewer, more difficult assignments to high- 
achieving students, thereby directing 
teaching and student resources to the 
place where their marginal product is 
higher. Kelley reports that TIPS is not 
more expensive than conventional in- 
struction because it may cut back on as- 
signments to bright students while in- 
creasing assignments to low achievers [80, 
1972, p. 426]. A follow-up test a year later 
indicated that the TIPS cognitive differen- 
tial was maintained [80, p. 426]. Most of 
the benefits of TIPS appear to accrue to 
low achievers [80, p. 425]. 

The Pennsylvania State system (CGRT) 
is similar in many respects to TIPS, but 
the computer tests count in students’ 
grades, while Kelley uses them only for 
study practice. Booms and Kaltreider 
found higher mean TUCE scores for 
CGRT students than for a control group 
[21, 1974]. Student opinions of CGRT 
were favorable, but the system cost almost 
50 percent more than conventional in- 
struction. 

PLATO consists of instructional se- 
quences and elaborate testing and record- 
keeping capabilities. The Paden et al. 
evaluation of PLATO found that mean 
scores on an unspecified cognitive test 


were higher, but they did not attempt to 
hold human capital and utilization rates 
constant [118, 1977]. This deficiency is 
dangerous in view of the findings of C!hiz- 
xtuu et al that students who elect com- 
puter-assisted instruction' may have char- 
acteristics that permit them to do well in 
spite of CAI [31, 1977]. 

In sum, the computer-aided study man- 
agement systems seem to perform much 
better than games and simulation rou- 
tines. Although there were no clear-cut 
cost advantages to computerized study 
management, it does not appear to be sig- 
nificantly more expensive. 

C. Programmed Instruction 

Programmed instruction, brainchild of 
the behavioral psychologist B. F. Skinner 
(see Skinner and J. G. Holland [148, 1961]) 
has been the subject of one mfOor and a 
number of minor studies in economics ed- 
ucation. The mqjor study, by Attiyeh, 
Bach, and Lumsden (A-B-L) [6, 1969; 7, 
1970], found a large gain in efficiency from 
using programmed instruction. The minor 
studies have not seriously challenged this 
result.®” Nevertheless, programmed in- 
struction is not widely used in econom- 
ics. 

Progranuned instruction is based on 
certain psychological principles of learn- 
ing, particularly positive reinforcement. 

In the chief of the minor studies, Attiyeh and 
Lumsden showed that programmed instruction writ- 
ten for high school use was superior to the altenuHve 
in a Palo Alto school [8, 1965]. Bach found that a 
superior teacher could outperform the better of the 
two programmed texts used in the study by Attiyeh, 
Bach, and Lumsden [6, 1969]. Soper [150, 1973] and 
Donald Damton [39, 1971] have developed methods 
of overcoming student antipathy to programmed in- 
struction. Othw studies include Stephen Buckles and 
Marshall E. McMahon [27, 1971], Paden and Moyer 
[119, 1969], Feb and Dennb R. Starleaf [51, 1963], 
Fusfeld and Gregory Jump [54, 1966], Thomas Hav- 
rilesky [66, 1971], Dennb Weidenaar [169, 1972], 
Attiyeh and Lumsden [10, 1972], Liunsden [95, 
1967], Phillip W. Tiemann, Paden, and Charles J. 
McIntyre [164, 1966], and William C. O’Connor 
[117, 1974]. 
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active involvement of the student, prompt 
feedback, encouragement through psy- 
chological rewards, and instruction of 
complex ideas by breaking them down 
into small increments. The material is 
presented in a succession of “frames,” 
each usually consisting of one or two sen- 
tences with blanks for the student to fill 
in. The students find out immediately 
whether their answers are correct by look- 
ing at the bottom of the page or on the 
next page. They almost always are correct. 
They therefore are supposed to get a feel- 
ing of accomplishment that will encour- 
age them to go on, and on the infrequent 
occasions that they are wrong, their errors 
are corrected immediately. Programmed 
instruction contains a great deal of irregu- 
lar repetition to reinforce learning of im- 
portant concepts. In contrast to the usual 
encyclopedic textbook, the writing of pro- 
grammed instruction requires the authors 
to decide exactly what they want to teach 
and to omit everything else, a characteris- 
tic designed to make learning more eflB- 
cient. 

A-B-L conducted a nationwide experi- 
ment on programmed instruction involv- 
ing 48 schools and 4,121 students. Each 
participating school established three test 
groups. Group 1 used one of two program- 
med texts exclusively for three weeks, 
studying a total of 12 hours per student 
on the average. At the end of this period, 
the students were tested (and from then 
on received conventional instruction). 
Group II students received conventional 
instruction supplemented with the pro- 
grammed learning text (on which they 
spent an average of eight hours). Students 
in Group III had only the conventionally 
taught course. Groups II and III were 
tested after they had had an average of 
seven weeks of their respective courses. 

A-B-L used regression analysis with the 
number of correct answers on a prelimi- 
nary version of the TUCE as the depen- 
dent variable. All the variables rep- 


resenting student characteristics (e.g., 
educational level, sex, SAT" score) were sta- 
tistically significant at the 95 percent con- 
fidence level and quantitatively impor- 
tant. SAT* score was the most important 
single determinant. In terms of school 
characteristics, average freshman en- 
trance examination score, school size (with 
a positive coefficient), and school type 
were statisticaDy significant. The coeffi- 
cient for state colleges was positive and 
statistically significant, the coefficients for 
liberal arts colleges and for large state uni- 
versities were not significantly different 
from zero, and the coefficient for “pres- 
tige” schools was significant and nega- 
tive. 

The major results were: (1) on the aver- 
age, spending 12 hours studying a pro- 
grammed text over a three-week period 
was approximately equivalent to spending 
seven weeks in a conventionally taught 
course; (2) students using programmed 
learning performed relatively better on 
applications than on recognition-and-un- 
derstanding questions; and (3) students 
had a positive attitude toward program- 
med learning, generally considering it 
more effective than interesting. 

The A-B-L study is notable for being 
one of the few in economics education 
based on a large sample of schools and 
students. It is also notable for having been 
largely ignored by a profession that nor- 
mally takes a great interest in questions 
of efficiency. Despite the finding that pro- 
grammed instruction can accomplish al- 
most as much in three weeks as conven- 
tional instruction in seven, there was no 
rush by economics professors to adopt it. 

D. Personalized System of Instruction 

The personalized system of instruction 
(PSI) pioneered by the psychologist Fred 
S. Keller [77, 1974] is quite different from 
Skinner’s programmed instruction but is 
based on similar principles. The enthusi- 
asm it has generated in fields other than 
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economics, though reminiscent of the 
early days of teacUng machines, appears 
to go deeper and have more staying 
power. 

Like programmed learning, PSI re- 
quires instructors to decide exactly what 
they want students to learn. Students are 
given short assignments accompanied by 
specific statements of behavioral objec- 
tives.^*' Students study the assignments at 
their own pace. When they feel ready on 
the first assignment, they take a test which 
is immediately graded for mastery (usually 
defined as 90 percent). A student who 
passes goes on to the next assignment. Stu- 
dents who do not pass are recycled — i.e., 
they study the assigiunent some more and 
take another test, repeating the proce- 
dure as often as necessary to pass. The 
grade in the course depends on the num- 
ber of assignments completed. Proctors 
(usually undergraduates who have already 
had the course) are available to help the 
students and to administer and grade the 
tests. There are few, if any, lectures. As 
with programmed instruction, feedback is 
immediate, and students are expected to 
get a sense of satisfaction from achieving 
mastery (and be motivated by it to go on). 
PSI has been used in many fields and 
schools. In the vast literature on PSI, con- 
trolled experiments typically show that 
students like PSI and think they learn 
more from it than from conventional in- 
struction. Objective data show that they 
have in fact learned at least as much, 
sometimes more. They work harder but 
feel the extra effort is worth it. 

Fels’s PSI course [49, 1974] (see also Ev- 
ans Jenkins [69, 1977]), in contrast to the 
one at Harvard to be described next, fol- 
lowed the Keller model closely. Although 

That is, the students are told what they are ex- 
pected to be able to do in operationally meaningful 
terms, such as: given the input requirements in man- 
hours for two countries and two commodities, deter- 
mine the comparative advantage of each. “Under- 
stand the model of comparative advantage" won’t 
do; it is too vague. 


the results of an elaborate evaluatimi were 
similar to those of PSI courses generally, 
there was no objective confirmation of the 
students’ impression that they had learned 
more; contrary to the usual experience, 
the students worked no Ih^der than in a 
conventional course; and the chief educa- 
tional gain went to the proctors, who ap- 
parently learned a good deal more than 
they would have from taking intermediate 
economics courses. (See Siegfried and Ste- 
phen H. Strand [143, 1976] and Siegfried 
(141, 1977].) 

Self-pacing is a fundamental part of the 
PSI method. Quick students are not held 
back by slow ones and may finish the 
course early. Slow students are not com- 
pelled to stay in lockstep with the class. 
All students can work at times most con- 
venient for their other activities. 

Self-pacing can be adopted without go- 
ing the whole PSI route. In the fall of 1972, 
Harvard began an experiment in which 
self-paced instruction was used over a 
three-year period in three sections each 
with 25 to 30 randomly-selected students 
(Allison [2, 1976; 3, 1977]). The distin- 
guishing features of the program were; (1) 
the course was divided into only eight 
units per semester for separate testing 
(usually PSI courses are broken into 20 
or 30 units); (2) the sections had regular 
class meetings with voluntary attendance; 
and (3) upper-classmen and graduate stu- 
dents were used as graders. 

For evaluation it was assumed that stu- 
dents allocate effort among courses and 
other activities to maximize some utility 
function. A three-equation model was 
constructed with an effort equation, an 
achievement equation, and an eiyoyment 
equation; later a fovirth equation was 
added for major. These simultaneous 
equations were designed for estimation of 
a production function. 

The self-paced effect on student eiyoy- 
ment was found through repeated ques- 
tionnaires to be largely attributable to a 
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Hawthorne effect.®* Self-pacing increased 
performance on tests by 15 percent with 
the differential increasing two years after 
the course. The advantage was greater for 
freshmen and for students with &47’scores 
below 700 than for more advanced and 
better students, but the differences were 
npnAll and variable. Controlling for effort 
showed that self-pacing actually increased 
students’ learning instead of merely in- 
ducing them to work harder. The results 
are consistent with the hypothesis that the 
crucial feature of self-pacing is the interac- 
tion between grader and student, a di- 
rected form of one-to-one instruction.®® 

’The positive results from self-pacing ob- 
tained at Harvard, together with the large 
number of successful experiments in other 
fields, suggest that self-pacing has a signifi- 
cant contribution to make to economics 
education. 

E. Video 

A televised course on ‘"The American 
Economy” with John R. Coleman as the 
principal teacher ran on 182 CBS stations, 
54 educational stations, and 5 indepen- 
dent stations during 1962-63. Of the 160 
half-hour lessons, 128 were on economic 
content, the other 32 on teaching meth- 
ods. The total audience was over a million, 
with 5,000 taking the course for credit at 
361 colleges and universities. The results 
were evaluated in three separate research 
projects. 

In a study reported by Saunders, the 
TEU was given to 71 television students, 
113 Camegie-Tech students taking a one- 
year course in economics, and a control 
group of 73 school teachers “substantially 

“ I. 0 ., students like to take part in experiments. 
This advantage of seif-pacing would be lost once the 
method became routine. 

** fai another report Allison surveyed self-paced 
introductory couraes at seven schools [1, 1975]. She 
concluded that the reports on them were more use- 
ful as descriptiooa of dte forms and fonctions of self- 
paced courses than as evidence of their educational 
benefit. 


identical to the TV students, but who had 
not watched ‘The American Economy’ 
. . .” [127, 1964, p. 398]. The TV group 
scored approximately the same (40.9 ques- 
tions right out of 50 with a standard devia- 
tion of 4.8) as the Camegie-Tech sopho- 
mores (40.8) and significantly higher than 
the control group (33.9). A multiple re- 
gression analysis identified one other vari- 
able besides taking the TV course for 
credit that significantly affected the out- 
come, namely, a previous course in 
economics.®* 

Campbell R. McConnell and John R. 
Felton reported a controlled experiment 
consisting of 27 students who took the 
CBS-TV course for credit matched with 
27 students from a large live lecture 
course at the University of Nebraska who 
were similar in grade average, number of 
college hours completed, and course of 
study [100, 1964]. On the TEU, there was 
no significant difference between the two 
groups, but on 120 multiple-choice ques- 
tions prepared by the authors, the live 
groups did significantly better on the 60 
conceptual and 40 problem-analytical 
questions. Consistent with the TEU find- 
ings, there was no difference between the 
groups on the 20 factual questions. Since 
the TV course did not aim to go much 
beyond what the Committee for Eco- 
nomic Development’s Task Force Report 
[34, 1961] specified high school students 
should know (omitting such concepts as 
marginal cost and marginal revenue), the 
TV course was evidently successful in its 
aims even though less successful in achiev- 
ing the aims of the introductory college 
course. This study is a useful complement 
to the one by Saunders. The authors con- 

** The value of Uie study is limited not only be- 
cause it was confined to students and teachers in 
the Pittsburgh area but also because it used the TEU, 
a test designed for high school students. Neverthe- 
less, the substantial correlation found between TEU 
scores and grades based on essay examinations (.70 
for Camegie-Tech students, .82 for the TV group) 
is reassuring. 
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finned Saunders’s findings that the TV stu- 
dents scored just as high on the TEU as 
students in a conventional course, but on 
questions designed for college rather than 
high school students, those in the regular 
course did better. 

The most ambitious study of the TV 
course was a survey by the National Opin- 
ion Research Center reported by Bach 
and Saunders [13, 1965]. About 20 percent 
of the 65,000 high school social studies 
teachers watched the TV course at one 
time or another, but only 5 percent 
watched once a week or more. Over 5,000 
students took the course for credit with 
4,400 completing it successfully, 1,800 of 
whom were school teachers. A 25-item 
version of the TEU was given to 3,966 
teachers. In a multiple regression analysis 
(in which was only .15), watching the 
TV course was by far the most important 
variable, its coefficient being twice as 
large as that for taking five or more college 
courses in economics. One or two previous 
courses made no significant difference, 
presumably because of forgetting. Taking 
the TV course for credit, as distinct from 
only watching it, had a negative coeffi- 
cient, apparently because the first group 
was interested in credit, the second in 
learning. 

Although the TV films were subse- 
quently made available for educational 
use, “The American Economy” was essen- 
tially a one-shot affair, enormously expen- 
sive, apparently well worth the dollars 
spent, but not to be repeated for a long 
time. There is nothing in the research re- 
sults on it to indicate that TV lectures are 
superior to live lectures, but they do sug- 
gest that TV can be just as good. 

Although closed-circuit TV is now 
widely used to teach elementary econom- 
ics in schools with large enrollments, pub- 
lished evaluations are scarce. An experi- 
ment in 1964-65 reported by McConnell 
used a matched-pair technique to com- 
pare teaching by McConnell on television; 


McConnell in a large, live, lecture class; 
McConnell in a small, live, lectwe class; 
and graduate assistants at the University 
of Nebraska [99, 1968]. In terms of teach- 
ing as measured by 170 multiple-choice 
questions, the differences Were not statis- 
tically significant. In terms of student atti- 
tude toward teaching method, TV was sig- 
nificantly worse than each of the other 
options. McConnell stated that TV was 
cheaper but gave no data. McConnell and 
Charles Lamphear reported a follow-up 
experiment at Nebraska in which 440 
principles students were given the option 
of a televised lecture course or a course 
with no lectures at all [101, 1969]. An Om- 
nibus Personality Inventory test indicated 
no significant difference between the 354 
choosing to view the lectures and the 86 
choosing the alternative. The TV lectures 
were textbook oriented. For evaluation, 
a battery of multiple-choice questions was 
used, including 170 internally generated 
items, the TEU, and items provided by 
the committee developing the TUCE. 
There were no statistically significant dif- 
ferences at the 5 percent level. Attitude 
surveys revealed a significant preference 
for the lectureless method. A subsequent 
report by Lamphear and McConnell indi- 
cated that the lectureless group and the 
TV group did better than all students 
taught by graduate teaching assistants the 
previous year [87, 1970]. 

If true, the Nebraska findings would be 
very interesting, but it is not clear how 
much credence can be put in them. Taken 
at face value, they suggest that textbook- 
oriented lectures, whether live or on TV, 
have a value-added close to zero. But they 
are based on one instructor at one 
university.®* They are, however, consis- 
tent with the findings of Attiyeh, Bach, 

” There are other questions that might be raised 
about the Nebraska studies. The groups were not 
selected at random; the Hawthorne effect could ac- 
count for some of the results; and the statistical meth- 
ods are not highly sophisticated. 
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and Lumsden on programmed instruction 
[6, 1969]. They are also consistent with 
the hypothesis that different students 
learn in different ways. 

Paden and Moyer found no differences 
at the University of Illinois in amount 
learned between groups taught by live 
lectures, TV, and programmed instruc- 
tion, but the attitude toward live instruc- 
tion was more favorable than toward the 
other two [119, 1969]. 

To conclude, the hypotheses that stu- 
dents learn as much from TV lectures but 
prefer live lectures are plausible, but so- 
phisticated testing of them in economics 
has been limited.®® 

F. Specification of Instructional 
Objectives 

The premise that course objectives 
should be stated in terms of specific stu- 
dent behavior has intuitive plausibility. If 
instructors decide in advance exactly what 
they are trying to accomplish, they may 
improve their chances of achieving it, and 
if the students are informed of the goals, 
the efficiency of their efforts may be 
increased.®’’ Ideally the instructor speci- 
fies observable behavior on the part of the 
student that represents not only the goal 
but also the means for telling whether the 
goal has been achieved. In the words of 
Saunders: “To be complete, an instruc- 
tional objective should also contain a state- 
ment of the conditions in which the 
student should be able to do it, and a 
statement of the criteria that will be used 
to judge how well it is done” [134, 1978, 

•• Effective use can be made of video in teacher- 
training programs, which are discussed in a later sec- 
tion of this survey. 

A reader of the first draft of this article argued 
that stating objectives deprives students of training 
in distinguishing important from unimportant mate- 
rial. It may be replied: if that is the objective, the 
students should be so informed (otherwise distin- 
guishing the important horn the unimportant degen- 
erates into "psyching the professor out") and the 
course should be designed to achieve it. 


p. 68, Saunders’s emphasis]. For example, 
“Given a price index with one base year 
indicated, the student will correctly con- 
vert the index numbers to those of an- 
other base year when the new base year 
is specified” [134, p. 72]. Saunders then 
gives three multiple choice questions illus- 
trating how to measure accomplishment 
of this objective. 

The goals of a liberal arts education can- 
not, of course, be reduced to a series of 
specific behavioral objectives. There is 
danger that concentration on those tasks 
that lend themselves to such specification 
may divert attention from other impor- 
tant purposes. (See Yates [178, 1978]. Cf, 
Section I.B. above.) Whether specifying 
behavioral objectives is useful is a testable 
hypothesis. The evidence from three stud- 
ies is inconclusive. Dennis L. Nelson [114, 
1970] found positive value from specifi- 
cally stated behavioral objectives; James 
Phillips’s study [121, 1972] was inconclu- 
sive; and Cheryl A. Casper [30, 1977] had 
negative results. 

G. Graduate Student Instructors 

Graduate students are used as teachers 
and teachers’ aides in most major universi- 
ties in the United States. GSI’s may be 
less effective instructors because of their 
inexperience in classroom teaching, com- 
peting demands for their time that-take 
priority over their teaching responsibili- 
ties (i.e., their own study for the Ph.D.), 
ignorance of effective teaching techniques 
(which may be related to their inexperi- 
ence), and weaker understanding of the 
substantive material covered in the class- 
room. On the other hand, GSI’s may com- 
pensate for their lack of experience by 
their enthusiasm, their efforts to identify 
what the students do not understand, 
their approachability ois-d-uwregvilar fac- 
ulty, and the greater rapport they fre- 
quently develop with their class [166, 

H. Tuckman, 1975]. 

There have been published evaluations 



Siegfried and Pels: Teaching College Economics 


949 


of the relative effectiveness of GSI’s in 
economics at six institutions — Princeton, 
Hebrew University, Camegie-Mellon, In- 
diana, Florida State, and Nebraska. The 
six studies all employ the same basic meth- 
odology; each compares the performance 
of students taught by GSI’s with students 
taught by regular faculty, controlling for 
other differences that may affect relative 
student performance. 

Wallace Oates and Richard Quandt 
compared the performance of students in 
classes taught by advanced graduate stu- 
dents with that of students in classes 
taught by regular Princeton faculty for 
eight semesters, 1965-69 [116, 1970]. The 
GSI’s at Princeton had all completed their 
comprehensive examinations for the 
Ph.D. and attended a weekly meeting of 
all instructors in the course, at which time 
the subject matter for the coming week, 
various techniques for presenting this ma- 
terial, and any particular problems that 
had been encountered were discussed. 
The sample consisted of 2,336 students, 
about two-thirds of whom were taught by 
GSI’s. Since the basis for comparison was 
performance on a common final examina- 
tion that varied from semester to semes- 
ter, comparisons were made separately for 
each semester. Oates and Quandt found 
that students of GSI’s did better in one 
semester, students of regular faculty did 
better in two semesters, and there was 
no statistically meaningful difference in 
the other five semesters. Regression analy- 
sis to explain relative student perfor- 
mance each semester, controlling for 
grade average in other courses and SAT 
scores, confirmed the conclusion of no sys- 
tematic difference in the performance of 
students of GSI’s and students of regular 
faculty. 

Among the GSI’s there was enough vari- 
ation in previous teaching experience to 
determine that those students of GSI's 
who had more experience did better than 
rookie instructors. Since this finding — that 


experience counts— is confirmed in other 
studies, it appears that there are balancing 
effects at work: (1) the lack of experience 
of GSI’s hinders the performance of their 
students, while (2) the enthusiasm, ap- 
proachability, interest, etc^, of GSI’s helps 
their students, so that the net difference 
between GSI’s and regular faculty is negli- 
gible. The Princeton experience may not 
be generalizable to the wide variety of 
GSI teaching experiences in the United 
States due to the rather select group of 
GSI’s (very advanced students) who teach 
at Princeton. 

Morawetz compared the performance 
of 1,930 undergraduate students in 66 dif- 
ferent classes at the Hebrew University 
from 1967-75 (excluding the war year of 
1973-74) [108, 1977]. Thirty-five of the 
classes were taught by 12 different faculty 
members and 31 were taught by 16 differ- 
ent GSI’s. These GSI’s had all completed 
at least two years of graduate work in eco- 
nomics but received little guidance in 
teaching. In six of the seven years there 
was no statistically meaningful difference 
in grades on a common final examination 
at even the 10 percent significance level 
between students taught by faculty and 
students taught by GSI’s.®* In the seventh 
year the students taught by faculty scored 
higher, but a regression analysis to control 
for student aptitude demonstrated that 
this effect was due to the superior students 
in regular faculty classes that year. In a 
comparison within the GSI group, Mor- 
awetz found little difference in student 
performance based on the level of experi- 
ence of the GSI’s [108, 1977]. 

Saunders compared the performance of 
2,136 students of regular faculty and GSI’s 
on the TEU and the TUCE at Carnegie- 
Mellon University (CMU) during 1964-69 
[130, 1971]. Sixty-three classes were 

A surprising finding was that the performance 
of students in classes taught by faculty had a higher 
variance than the performance of students in classes 
taught by GSI's. 
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staffed by faculty and 28 were staffed by 
graduate students. At CMU the instructors 
were given some advice on teaching, but 
substantially less than Princeton was pro- 
viding. Difference-between-means tests, 
supported by multiple regressions control- 
ling for student attributes, indicated that 
the students of faculty and the students 
of GSI’s performed comparably. 

The CMU results were confirmed, with 
minor exceptions, for thirty GSI’s teaching 
about half of the 8,895 students in two 
introductory economics courses at Indiana 
University over eight terms, 1971-75 
[133, Saunders, 1975]. Holding other 
things constant, students of the GSI’s per- 
formed as well as students of regular fac- 
ulty in the first semester course and did 
significantly better in the second semester 
course. Since most of the GSI’s started 
teaching in the first semester course and 
then moved to the second semester 
course, the Indiana results are consistent 
with the hypothesis that teaching ability 
increases with experience. 

Howard Tuckman compared the teach- 
ing of five faculty and three GSI’s in 
twelve macroeconomics courses at Florida 
State during 1972-74 [166, 1975]. There 
were 548 students in the study. Tuckman 
used multiple measures of performance 
because GSI’s and faculty may differ in 
teaching skills. Using regression analysis, 
he found that years of teaching experience 
was statistically significant in explaining 
differences in both cognitive achievement 
and student attitudes (in the expected di- 
rections), but the effects were small. In- 
serting a binary variable into the regres- 
sions for faculty status, Tuckman found no 
difference between students of faculty 
and GSI’s in either cognitive or attitude 
dimensions: However, since faculty status 
and years of teaching are highly corre- 
lated, the difference between GSI’s and 
faculty can be assessed only by observing 
the combined effect of years of experience 
and faculty status. When experience was 


removed from the regression model (its 
effect presumably then captured by the 
faculty status variable), the results indi- 
cated that students of GSI’s learn less but 
have more favorable attitudes. This differ- 
ence seems to be a (unction of GSls’ lack 
of experience rather than their status as 
graduate students. 

McConnell [99, 1968] and Lamphear 
and McConnell [87, 1970] compared the 
performance of students of GSI’s with stu- 
dents taught in a large televised classroom 
section; some live classes taught by 
McConnell, who has written a highly suc- 
cessful textbook and done considerable re- 
search in economics education; and a class 
taught without lectmes at all. The TEU 
showed no difference between students 
of GSI’s and faculty members; a test of 
90 questions drawn from the TUCE test- 
bank revealed that GSIs’ students per- 
formed worse than the control groups. 
This study did not control for teaching ex- 
perience or attributes of the students in 
the classes. Although McConnell and 
Lamphear concluded that the GSls’ stu- 
dents did worse than the students in the 
alternative classes, this finding is true for 
only one of the two test instruments used. 
If the finding that the students of GSI’s 
at Nebraska did worse than the students 
of alternative instructional techniques is 
not explained by better than average in- 
struction in the control group, it might 
be because GSI’s at Nebraska in the 1960’s 
were not required to have passed their 
Ph.D. comprehensive examinations and 
were given virtually no advice and train- 
ing in teaching.®® 

Evaluations of the effectiveness of sub- 
stituting GSl’s for regular faculty in teach- 
ing (mostly principles of) economics reveal 
that: (1) “While there are no doubt better 
and worse teachers, they do not divide 
themselves neatly into two groups with 

*• In the 1970’s, however, Nebraska has been one 
of the dozen schools pioneering such training in 
teaching economics. 
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the labels of faculty and graduate stu- 
dents” [116, Oates and Quandt, 1970, p. 
138]. (2) Instructor experience seems to 
improve the cognitive performance of stu- 
dents. Coupled with the findings of no dif- 
ference in performance between the stu- 
dents of faculty and GSFs, this suggests 
that GSFs have compensating attributes 
that balance their lack of experience. [3) 
The results are ambiguous on whether im- 
dergraduate students like GSFs more or 
less than faculty. (4) More experienced 
GSFs [and perhaps better trained GSFs, 
if experience is interpreted as a method 
of self-training) seem to be better instruc- 
tors. Those schools which offered special 
training to GSFs on their teaching and/ 
or required more advanced students to 
teach (in which case they had observed 
more teaching themselves) seemed to 
have greater success with GSFs. 

A direct test of the effectiveness of 
teacher training for GSFs was conducted 
by Lewis and Charles Orvis [94, 1973]. 
During the fall of 1971, seven GSFs taught 
3 of the 4 weekly classes of 14 sections 
of principles of economics at the Univer- 
sity of Minnesota. The GSFs were given 
no help in instruction. Students were pre- 
and post-tested using the TUCE, and data 
on student characteristics and attitudes 
were collected for all students. The sjune 
seven instructors were then used in the 
winter 1972 quarter to teach another 14 
classes. During this quarter the seven 
GSFs were exposed to an integrated 
teacher training program (TTP), consist- 
ing of student evaluations and feedback 
to the instructors, videotaped classroom 
observations, and instructional seminars, 
which had been developed for training 
and assisting graduate student teachers. 
Tests on pre-test scores and student attri- 
butes indicated that the control (fall 1971) 
and experimental (winter 1972) groups of 
students were similar. 

Mean post-7I7C£ scores and change-in- 
TUCE scores were significantly higher for 


the winter quarter students than for the 
fall quarter students. Multiple linear re- 
gression analysis holding ccmstant pre- 
TUCE, ACT score, grade point average, 
age, sex, and instructor’s evaluation score 
confinped the superior performance of 
students when the TTP was instituted. 
The data also revealed that the GSI train- 
ing system had a significant favorable in- 
fluence on instructors’ ratings (on the Pur- 
due Rating Scsde). 

'The main problem with the Lewis-Orvis 
analysis is the possibility that the increased 
experience of the GSFs hrom fall to winter 
quarters is what actually caused the im- 
provement in their teaching performance 
rather than the TTP. Otherwise the con- 
trols between the fall and winter quarter 
were excellent. 

The evidence from the Minnesota expe- 
rience, as well as the relatively better per- 
formance of GSFs at those schools that of- 
fer more advice on teaching, seems to 
suggest that at least a moderate amount 
of training may be effective. 

The costs of GSI training programs ap- 
pear to be quite modest. The Minnesota 
program, as well as other programs devel- 
oped at Wisconsin, Harvard, Purdue, and 
a dozen or so other universities, requires 
relatively little graduate student time. To 
further reduce the costs of teacher train- 
ing of GSFs, the JCEE, with the financial 
assistance of the Sloan Foundation, has de- 
veloped a Resource Manual for Teacher 
Training Programs in Economics [137, 
Saunders, Welsh, and Hansen, 1978], 
which provides the materiak necessary 
for conducting a 'FTP workshop. 

V. Lasting Effects of 

Economics Education 

The value of liberal education does not 
consist solely, or even mainly, of the 
knowledge retained. But the case for spe- 
cial emphasis on economics rests on its 
high marginal social product in a mixed 
economy, the functioning of which de- 
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pends on government policies strongly af- 
fected by public opinion.*® The extent to 
which economics training has lasting ef- 
fects is, therefore, an important question 
to investigate. 

That a college course in elementary eco- 
nomics has any lasting impact on the abil- 
ity of citizens to deal intelligently with 
policy issues was challenged by Stigler, 
who advanced an interesting hypothesis: 
“Select an adequate sample of seniors (I 
would prefer men five years out of col- 
lege), equally divided between those who 
have never had a course in economics and 
those who have had a conventional one- 
year course. Give them an examination 
on current economic problems, not on 
textbook questions. I predict they will not 
difi^er in their performance”*’ [159, 1963, 
p. 657]. The kind of examination Stigler 
had in mind was not a current events quiz 
but an analytic exercise. 

Two miOor studies and some minor 
ones** have shed light on the lasting ef- 

" In Section II.C above. McKenzie was quoted as 
saying that people do not have enough incentive 
to maintain the human capital acquired through eco- 
nomic education and in any event will vote their 
own private interests [103, 1977, p. 10]. But an edu- 
cation should develop intellectual interests and at 
least lead people to a rational understanding of what 
their private interests are. 

liiis hypothesis was the outgrowth of Stigler’s 
criticism of the elementary course quoted in the in- 
troductory section of this survey. 

*' A number of studies have been made of the 
lasting effects of high school economics (Bach and 
Saunders [14, 1966]; Moyer and Paden [111, 1968]; 
Saunders [128, 1970]; Weidenaar and Joe A. Dodson, 
Jr. [170, 1972]; C. D. Harbury and R. Szreter [63, 
1968]; Attiyeh and Lumsden [9, 1971; 10, 1972J; 
Palmer et al. [120, 1979]). Stuart Wells characterized 
the results as "inconclusive” [172, 1974, p. 9], Saun- 
ders and Bach in a study of 96 seniors who had taken 
a one-semester required course in economics as 
sophomores at Carnegie-Mellon University found 
that for those who took no more economics, ^e aver- 
age score on the TEf/dechned a little over 10 per- 
cent ceteris partbus (about half the value-added by 
the introductory course) but was still markedly 
higher than before taking any economics [135, 1970]. 
As Bach and Saunders noted, the 7E(/ is extremely 
simple relative to the content of the Camegie-Mel- 
lon course. 

In a fordicoming paper, Andrew I. Kohen and Paul 


fects of college economics courses. In the 
case of Bach and Saunders, the findings 
were part of a broader study [13, 1965]. 
In a multiple regression analysis of data 
from a 25-item version of the TEU taken 
by 3,966 high school teachers of social 
studies, Bach and Saunders found that 
having taken one or two economics 
courses in college did not add significantly 
to the teachers’ score [13, 1965, p. 349]. 
Having taken three or four college courses 
added an amount that was statistically sig- 
nificant but quantitatively small relative 
to other variables. Five or more courses 
added a quantitatively significant amount 
to the score — but not nearly as much as 
having watched the television course, 
“The American Economy,” three or more 
times a week during the preceding year. 
The test instrument used was not appro- 
priate for investigating Stigler’s hypothe- 
sis. 

The one major study devoted mainly 
to lasting effects was carried out by Saun- 
ders [129, 1971; 132, 1973]. He used multi- 
ple regression analysis to compare three 
pairs of students or alumni. In each pair, 
one group had had an introductory college 
course in economics whereas the other 
had not. One pair included a set of sopho- 
mores who had just completed the intro- 
ductory course and a set who had not; the 
second of seniors, one group of which had 
had the course two years earlier; the third 
of alumni five years after graduation. The 
measure of output was a hybrid version 
of the Test of Understanding in College 
Economics consisting of 33 questions cho- 


H. Kipps estimate the decay rate of microeconomic 
knowl^ge acquired in an introductory course at 
James Madison University as 20 percent per year 
[85, 1979]. In another forthcoming paper, Eleanor 
D. Craig, James B. O’Neill, and Douglas W. Elfher 
of the University of Delaware find that class size 
did not affect retention [38, 1978]. (This is contrary 
to an earlier finding by Craig and O’Neill [37, 1978]). 
They also report tihat “the juniors who were fresh- 
men during the course, outperformed the seniors 
(who had been sophomores)’’ [38, 1978, p. 2]. 
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sen from the 132 in the TUCE to avoid 
technical analysis and specialized termi- 
nology. Twenty-three schools participated 
with a total of usable responses of 1,220 
for sophomores, 955 for seniors, and 1,257 
for alumni. Each respondent answered a 
detailed questionnaire, which provided 
information about variables hypothesized 
to be associated with diflPerences in per- 
formance on the hybrid TUCE, interest 
in economics, and reading habits. 

Saunders found that introductory eco- 
nomics courses did have a lasting impact 
on test performance. It diminished over 
time. Other things remaining the same, 
sophomores with an introductory course 
in economics scored 6.18 points higher on 
the hybrid TUCE than comparable sopho- 
mores without such a course; seniors who 
had had such a course two years previ- 
ously scored 4.76 points higher than the 
corresponding control group; and alumni 
five years out of college scored 3.24 points 
higher if they had had an introductory 
course. Other things constant, each letter 
grade in introductory economics was sig- 
nificantly associated with a difference in 
total TUCE score of 2.00 for sophomores, 
1.69 for seniors, and 1.09 for alumni. Each 
course taken beyond the introductory 
level was associated with a difference in 
test performance of .53 points in the sen- 
ior sample and .48 in the alumni sample. 
A difference of one letter grade in each 
such course was associated with test score 
differences of .18 and .15 for seniors and 
alumni respectively. Among variables 
consistently and significantly associated 
with test scores in all three samples were 
the “intellectualism” of a school’s student 
body, general interest of the person in 
economics as a subject, and reading the 
economics or business section of a weekly 
news magazine. Introductory economics 
courses and course grades did not ap- 
pear to have a lasting impact on reported 
general interest in economics as a sub- 
ject. 


Two limitations of Saunders’s study 
should be noted. Since he used a cross sec- 
tion of three sample groups at a sin^e 
time rather than a longitudinal survey, the 
results may be suspect if the content or 
quality of the courses changed from the 
alumni group to the sophomores sampled. 
The use of questionnaires mailed to 
alumni has the usual response bias. 

Despite the limitations, Saunders’s 
study is one of the most important in the 
field of economics education. Though it 
did not test Stigler’s hypothesis directly, 
it clearly implies that introductory college 
courses do result in a lasting increase in 
economics understanding. The difference 
between his results and the earlier study 
of Bach and Saunders may be attributed 
to the fact that one-third of those in the 
earlier study took their economics in 
teachers colleges, where the courses may 
have been inferior [13, Bach and Saun- 
ders, 1965, pp. 351-^2]. It may also be 
associated with the different test instru- 
ment used, though the results of Saunders 
and Bach [135, 1970] indicate otherwise. 
As Bach and Saunders said of their results, 
“These findings emphasize again the well- 
known psychological principle that ‘learn- 
ing’ unsupported by motivation and rein- 
forcement . . . has a very short half-life’’ 
[13, 1965, p. 354]. 

VI. Summary and Conclusions 
A. What Have We Learned? 

The research on teaching college eco- 
nomics is voluminous. A substantial 
amount has been of good quality, some 
of it of high quality. So what have we 
learned? 

• Different students learn economics in 
different ways. 'The best teaching strategy 
provides alternative learning methods di- 
rected toward the different needs of dif- 
ferent students. 

• Of the new teaching methods, the most 
effective seems to be computer-study- 
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management programs. In this method, 
the students take frequent tests and are 
given diflFerent assignments depending on 
Ae test results. 

• Programmed learning is efficient in the 
sense of bringing students to a given level 
of competence in less time, but generally 
students do not like it. 

• Students like self-paced instruction, and 
it increases learning in some circum- 
stances. 

• Graduate students generally are just as 
good teachers as regular faculty even 
though, other things equal, experience re- 
sults in better teaching. 

• Graduate students who have had 
teacher training are better instructors 
than those who have not. 

• A one-year course in elementary eco- 
nomics has lasting effects in the form of 
greater economic competency. 

• Computerized games may be fun but 
they do not seem to be worth the cost. 

B. How Can Research Methodology Be 
Improved?*^ 

Modeling. Economics education is grop- 
ing for a formal model, or set of models, 
of the instructional process. In the past 
much research in the field consisted of a 
college instructor regressing final exami- 
nation scores for students on an ad hoc 
set of easily obtained student characteris- 
tic variables and a variable indicating 
whether the student participated in a 
certain pedagogical experiment. Little 
thought was given to model specification, 
and functional form was determined arbi- 
trarily. 

More recently, McKenzie and Staaf 
[104, 1974] and Daniel Graham and Kel- 
ley [55, 1974] have made progress toward 
exploiting th* rich theoretical models of 
microeconomics, which explicitly con- 
sider behavioral reactions of students and 

** An excellent survey of conceptual and empirical 
issues in estimating educational production functions 
is Eric Hanushek [62, 1979]. 


faculty to changes in prices and budget 
constraints. The application of such mod- 
els promises to bear fhiit, as the empirical 
literature on student and faculty behavior 
has already indicated. However, a sub- 
stantial gap remains between theorizing 
and empirical research. Progress can be 
made by synthesizing and integrating the 
empirical work with the insights that are 
available from comprehensive theoretical 
models based on maximizing behavior. 

Many of the alleged independent varia- 
bles in economics education production 
function studies are endogenous. This has 
been recognized recently (Allison [2, 
1976; 3, 1977]; Soper [153, 1976]; Craig 
Swan [160, 1978]; Becker and Salemi [18, 
1977]), but most research conclusions con- 
tinue to rest on single equation models. 
There are studies that use grades to pre- 
dict course evaluation ratings, course eval- 
uation ratings to predict grades, cognitive 
performance to predict course evaluation 
ratings, course evaluation ratings to pre- 
dict cognitive performance, and grades to 
predict cognitive performance; and while 
there do not seem to be any explicit stud- 
ies, everyone presumes (hopes) that cogni- 
tive performance affects grades. The need 
to develop a simultaneous equations 
model of this process is obvious. 

Most of the evaluations of teaching in- 
novations have been specified so that the 
treatment group enters the model as a 
shift parameter. This ignores the possibil- 
ity that the effect of the alternative tech- 
nique may be to improve the marginal 
product of some other factor that is al- 
ready included in the equation. For exam- 
ple, by using separate equations, Siegfried 
and Strand [144, 1977] found that self- 
paced instruction was more effective for 
females than for males. Utilizing Blinder’s 
method [19, 1973], Chizmar, Hiebert, and 
McCamey [31, 1977] found that users of 
computer-assisted instruction learned 
more economics in spite of CAI (rather 
than because of it). 
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One dt the better modeling efforts is 
the Harvard project [3, Allison, 1977]. It 
constructs and estimates a three-equation 
model that adapts to the non-linearities 
and simultaneity inherent in the educa- 
tional process. The model includes an 
equation describing student decisions 
about the allocation of time and effort; a 
production fimction equation that relates 
student effort, ability, and pedagogy to 
achievement; and a “profit function,” re- 
lating student effort and achievement to 
student enjoyment of the course. Esti- 
mates from a constant elasticity of substi- 
tution form of the production function re- 
veal “elasticities” of achievement with 
respect to student ability, pedagogic in- 
puts, and effort of roughly .89, .40, and 
.25. 

Sample Design. Research in economics 
education would be more credible if eval- 
uation of innovative teaching technologies 
were conducted by individuals other than 
those who devise the new methods. 

Too many studies in economics educa- 
tion have been one-school, one-time ex- 
periments. There are examples of large, 
broad-based data sets (Attiyeh, Bach, and 
Lumsden [6, 1969]; Attiyeh and Lumsden 
[9, 1971]; Saunders [132, 1973]), but they 
are rare. The single institution studies do 
not provide sufficient observations and 
sufficient variation in many variables re- 
quired to disentangle the complicated re- 
lationships inherent in the educational 
process. 

The main deficiency of the evaluations 
of innovative learning technologies, how- 
ever, may involve the assignment of stu- 
dents to experimental and control groups. 
One rationale for the identification and 
evaluation of alternative pedagogical 
techniques is that efficient student-learn- 
ing processes vary across individuals and 
the opportimity to select among alterna- 
tive methods of learning permits students 
to choose the technique best suited to 
each individual, thus facilitating efficiency 


in student learning. This suggests that the 
ultimate objective is not to entirely re- 
place the conventional lecture format 
with alternative methods, but rather to 
offer options to (presumably well-in- 
formed) students.'*'* If this is true, then the 
gain in learning will accrue fo those stu- 
dents who would elect the experimental 
option and learn more in their courses 
than they would have learned in the con- 
ventional format had the experimental 
option been unavailable. Therefore, the 
experimental group should consist of stu- 
dents who voluntarily elect the experi- 
mental method and the control group 
should consist of students who would vol- 
untarily elect the experimental technol- 
ogy but are actually in the conventional 
course. 

Neither of the two methods typically 
used to identify control and experimental 
students — random assignment or volun- 
tary self-selection — satisfies these criteria. 
With randomly assigned experimental 
and control students, some individuals are 
assigned to the experimental class who 
would have elected the conventional class 
with unconstrained choice. This implies 
that they believed a priori that the con- 
ventional format was more conducive to 
their learning of economics. Such people 
would not be found in the experimental 
course if it were offered as a regular op- 
tion, and their inclusion in the experimen- 
tal group confounds the empirical test. A 
similar argument can be made with re- 
spect to students who would elect the al- 
ternative technology if confronted with 
choice, but who are assigned (randomly) 
to the conventional format in the experi- 
ment. The performance of both groups 
may be worse than it would be if all stu- 
dents could select the personally most 

** On the other hand, economies of scale relative 
to demand at some colleges may dictate the choice 
of only one pedagogical technique for economics in- 
struction, in which case the usual random assignment 
of students to experimental and control groups is a 
satisfactory proc^ure. 
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suitable technology. Unfortunately, biases 
may not balance, and the empirical results 
may consequently provide misleading sig- 
nals as to how useful the alternative tech- 
nology would be vis-d-vis the conven- 
tional format for those students who 
would elect the new method under free 
choice.** 

If (informed) students are allowed to 
voluntarily choose whether to enroll in 
the experimental or control classes, we 
can infer that those choosing the alterna- 
tive technology believe a priori that it 
would be helpful to them. So the experi- 
mental group includes the correct individ- 
uals. However, the control group then 
consists of students who have revealed 
that they would not elect the alternative 
method even if it were oflFered to them 
(as it was). Thus the control group does 
not provide any guidance as to how those 
who elect the new method would have 
performed in conventional classes if the 
alternative had not been offered. 

In experiments to evaluate alternative 
pedagogical techniques it is necessary to 
identify students who would choose the 
experimental technology, and then divide 
them into an experimental and control 
group.^* 

Measuring Outputs and Inputs. Many 
of the variables used to measure either 
inputs or outputs are confined to a small 
number of values. For example, usually 
there are only five possible course grades. 
Course evaluations commonly use a scale 
of 1 to 5. Often the underlying basis for 
such variables is an ordinsJ ranking, in 
which case (for independent variables) a 

** A rigorous demonstration of the sample bias in 
most economics education research is contained in 
Siegfried and George Sweeney [145, 1979). 

** This experimental design runs the risk of bias 
from a “negative Hawthorne effect.” There is danger 
that students assigned to the control group, knowing 
and preferring the experimental pedagogy, might 
perform below normal because they are di^tisfied 
at being denied the opportunity to learn in the 
periraental course. 


series of binary variables would be supe- 
rior to arbitrarily imposing a cardinal rela- 
tionship on the ranking {e.g., assuming 
that an A is worth twice a C). 

A more serious problem, however, 
haunts the measurement of output and 
input. Many variables have upper and 
lower limits (,e.g., ceiling and floor effects 
of “gap-closing” measures of cognitive 
achievement), in which case the error dis- 
tribution is truncated, causing heteroske- 
dasticity and biased parameter estimates 
if ordinary least squares regression is used 
[70, Thomas Johnson, 1979]. The practical 
importance of this limitation has recently 
been demonstrated by Lee Spector and 
Michael Mazzeo [157, 1978] who, in a 
study of self-paced instruction, found that 
the effect of a PSI introductory course on 
student grades in a later course was statis- 
tically significant and positive using ordi- 
nary least squares. When they adopted the 
more appropriate probit estimation tech- 
nique, the null hypothesis (no effect of PSI) 
could no longer be rejected. There are 
now available several economical tech- 
niques for handling limited-value depen- 
dent variables [70, Johnson, 1979]. 

The major difficulty, however, with the 
measurement of outputs is the failure of 
most economics education research to rec- 
ognize that students may elect to use their 
efficiency gain from a more efficient 
method of teaching economics to “pur- 
chase” additional knowledge in some 
other discipline (or perhaps “purchase” 
leisure). Such gains are overlooked when 
conventional measurement techniques 
are used. The empirical research on study 
time comes closest to recognizing this 
problem. 

Multicollinearity. The ad hoc nature of 
most empirical investigations of the pro- 
duction function for economics education 
has blurred the distinction between con- 
ceptualizing a model and measuring the 
variables in it. Consequently multiple 
measures of single concepts often appear 
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in (me equation, causing multicoUinearity 
and substantive errors in interpretation.'*^ 
Controlling for all of the obvious factors 
that learning theory predicts to affect out- 
put is important for reducing bias in the 
estimated parameters. However, a deci- 
sion must be made when there are dupli- 
cate measures available for one factor. 

If and when theory provides little or 
no guidance as to which of several alterna- 
tive measures is superior and more than 
one is included in the model, then the 
group of measures should be tested jointly 
with an F-test. It is likely that this ap- 
proach would explain the apparent para- 
dox of so many standard variables being 
insignificant in empirical studies of eco- 
nomics education. A joint jF-test on a 
group of variables is also appropriate 
when a change in one variable necessarily 
causes a change in another variable, since 
the impact of changing the one variable 
alone is then irrelevant. For example, if 
an achievement equation contains a bi- 
nary variable for an experimental teach- 
ing method and an interaction term that 
is the product of the experimental binary 
variable and, say, SAT scores, it makes no 
sense to consider the separate effect of 
the first variable alone, since changing the 
teaching method would necessarily 
change the value of the interaction term 
also. 

MulticoUinearity has clearly been rec- 
ognized in economics education research 
(Soper [150, 1973; 153, 1976]; Becker [16, 
1976]; Highsmith [67, 1976]; Swan [160, 
1978]). The continuing debate centers on 

" Describing production function studies of edu- 
cation in general, Hanushek argues that . . multi- 
coUinearity does not appear to be the villian it has 
been made out to be, although it may partially ex- 
plain some of the apparent inconsistencies in existing 
research. . . . The usual terminology for regression 
analysis is misleading here: Right hand variables are 
often called independent variables, but this does not 
imply that they cannot be correlated. In &ct, multi- 
ple regression analysis is used because there are cor- 
relations among the ‘independent* variables” [62, 
1979, pp. 351-88]. 


what to do about it.** In addition to elimi- 
nating extraneous measures of single fac- 
tors and jointly testing multiple measures 
of a single factor for statistical significance, 
it may be possible to incorporate new in- 
formation into the model tb circumvent 
the problem. For example, if in a time- 
series regression of Y on Xi and Xa, X\ 
and Xa are highly collinear, one might 
turn to cross-sectional data where, luckily, 
Xi is constant across observations. The re- 
lationship between Xs and Y can then be 
estimated from the cross-sectional data 
and the time-series analysis used to esti- 
mate the coefficient of Jfi while constrain- 
ing the coefficient of Xs to the value deter- 
mined from the cross-sectional analysis. 
Another new technique for dealing with 
multicoUinearity is “ridge regression.” Its 
advantages, however, come at considera- 
ble cost [70, Johnson, 1979].** 

Our criticisms of research methodology 
certainly do not apply without exception. 
Many studies have handled these prob- 
lems well. For example, Attiyeh, Bach, 
and Lumsden employed a sample of 4,121 
students at 48 different colleges and uni- 
versities to estimate a production function 
for economics education [6, 1969]. Allison 
devised and estimated a simultaneous 
equations model of the education pro- 
duction function for introductory eco- 
nomics at Harvard using over 2,400 
student observations [3, 1977]. Her study 
included a model of student time alloca- 
tion based on utiUty maximization and al- 
lowed for non-linearities diminishing 
marginal returns to certain factors) and 

Some of the earlier studies of economics educa- 
tion production functions occasionally used stepwise 
regression to choose among a plethora of variables. 
The level of sophistication of research methods has 
now taken us beyond such thoroughly discredited 
techniques for hypothesis testing. 

** Ridge regression changes some of the (diagonal) 
values in the regression matrix. This reduces the 
standard errors of the estimated coefiBcients, provid- 
ing narrower confidence intervals. However, it also 
introduces unknown biases into the point estimates 
of the parameters. 
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differential effects on different types of 
students. Becker and Salemi evaluated an 
audiovisual tutorial package using data 
from six colleges [18, 1977]. They explic- 
itly considered a nonlinear theoretical 
model of learning; modeled the ceiling ef- 
fect of the gap-closing cognitive achieve- 
ment measure; corrected for simultaneous 
equations bias; controlled for variable in- 
puts {i.e., student study time); specified in- 
teraction terms, which permitted the 
identification of beneficiaries of the tuto- 
rial package; and analyzed the marginal 
costs of the program and attempted to 
weigh them against the marginal benefits. 

The field of economics education is a 
teenager, experiencing the growing pains 
of adolescence. The rapid improvement 
in research methodology being applied to 
problems of teaching in economics should 
not be surprising in view of this youth. 
Indeed, what is remarkable is the progress 
that has been made in such a relatively 
short span. 

C. Where Do We Go From Here? 

There are two major thrusts that should 
be undertaken to complement the im- 
provements in research methods dis- 
cussed above. First, many of the good one- 
school studies need to be replicated else- 
where. The evidence from Attiyeh, Bach, 
and Lumsden [6, 1969], that different 
types of schools matter, and from Chizmar 
et al. [31, 1977], that the effect of teaching 
methods on economics learning may de- 
pend on the level of human capital availa- 
ble, suggests the importance of replica- 
tion. In addition, there is danger that the 
innovator invested substantially more 
time in teaching an experimental course, 
in which case advantages attributed to a 
new method, actually may be returns to 
faculty effort. This danger is reduced if 
the innovation is implemented and evalu- 
ated by someone other than the initiator. 
Finally, replication will add to the sample 
size and improve confidence in the objec- 


tivity of assessments of teaching methods. 
The most effective means of gaining large 
sample sizes and sufficient variation in ex- 
planatory factors to permit sophisticated 
modeling while minimizing the danger of 
variation in the implementation of teach- 
ing methods is large-scale research pro- 
jects similar to those of Attiyeh, Bach and 
Lumsden [6, 1969], Saunders [129, 1971; 
132, 1973] or Attiyeh and Lumsden [9, 
1971]. 

Second, most of the research in econom- 
ics education has been concerned with the 
college principles of economics course, 
and rightly so. However, there are other 
important vehicles of economics educa- 
tion, and perhaps the early marginal prod- 
ucts from an assessment of them exceed 
the diminished marginal product of yet 
another twist on programmed instruction, 
televised lectures, or computer games. 
For example, most of the economics edu- 
cation in the United States comes through 
the popular press. Very little assessment 
has been made of advertising campaigns 
by corporations, trade association educa- 
tion (propaganda?) efforts, or press cover- 
age of economic events. What is the im- 
pact of the PBS series “Economically 
Speaking” or “The Age of Uncertainty”? 
What is the quality of economics reason- 
ing among the business and economics 
staffs of local newspapers? 

Besides the principles course there is 
the economics major. While there have 
been a few studies of upper division 
courses (economic statistics, intermediate 
theory, money and banking), for the most 
part these courses have been neglected 
by research. This may be due to the ab- 
sence of clearly defined goals for the eco- 
nomics major, of which these courses are 
usually a part. Since undergraduate ma- 
jors in economics pursue diverse careers — 
law school, business school, graduate 
school in economics (and other disci- 
plines), business employment, govern- 
ment employment, entrepreneurship — it 
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is not obvious how the undergraduate ma- 
jor curriculum should be structured. In- 
deed, there is substantial disagreement on 
whether it should be career oriented at 
all. 

Data on undergraduate instruction in 
economics at U.S. colleges and universities 
could be useful in planning and adminis- 
tering Ph.D. programs, since undergradu- 
ate majors are an important component 
in the derived demand for Ph.D.’s [138, 
Scott, 1979]. Before research proceeds to 
courses beyond elementary economics, 
we need to know how many people annu- 
ally enroll in which courses and for what 
purposes.*® The debate on course objec- 
tives, while unsettled for the principles 
course, may be highly controversial for 
the set of courses that constitute a major. 

There are many other important areas 
for research on teaching college econom- 
ics. For example, further refinement of 
the input coeflBcients in the production 
function will be useful as colleges and uni- 
versities begin belt-tightening in response 
to the diminishing college age population 
in the next decade. Research findings may 
help college administrators to decide be- 
tween reducing budgets by increasing 
class size or by hiring younger, and less 
experienced, instructors. 

In spite of rapid growth in alternative 
pedagogies, the blackboard and textbook 
remain the staple inputs into the process. 
But we know embarrassingly little about 
how difierences among textbooks affect 
the learning and attitudes of students. We 
have done little detailed analysis of the 
generalizable attributes of classroom 
teaching behavior. The JCEE’s Teacher 
Training Program contains many helpful 

**' A count of professors teaching various courses 
by a company that sells mailing lists to publishers 
listed 6,130 for principles of economics, 1,671 for 
intermediate micro theory, 1,408 for money and 
banking, 1,404 for intermediate macro theory, and 
858 for labor economics as the five most popular 
course areas in 1978-79 [33, College Marketing 
Group, n.d.J. 


hints to improve lectures, but to date 
there has been little, if any, systematic re- 
search to verify their efiRectiveness. 

It appears that the standard production 
function studies of college teaching have 
been unable to explain much of the varia- 
tion in measured outputs. This may be be- 
cause the inputs or outputs have been 
measured inadequately, or because the 
model was specified poorly. An alternative 
explanation is that the important determi- 
nants of variations in student learning are 
at the micro level — individual students 
have such different learning processes 
that generalization is almost futile. From 
the more general research on education. 
Davis Armor et al. [5, 1976] explain the 
apparent ineffectiveness of alternative 
pedagogies by the substantial variation in 
implementation of them at the classroom 
level. Therefore, we need to learn more 
about the process by which instructors 
adopt teaching methods and tailor them 
to individual students. 

D. Conclusion 

A cumulative literature on economics 
education has now develop)ed. As in other 
subfields of economics, those who would 
publish must search the literature for pre- 
vious findings and build on them. They 
must also bring to bear the tools of eco- 
nomic theory and econometrics. The qual- 
ity of the research done so far varies 
widely, but dramatic improvement has oc- 
curred in recent years; much more of the 
current research is first rate than was the 
case 15 years ago. 

An economist can now make a decent 
living by specializing in economics educa- 
tion. True (perhaps unfortunately for un- 
dergraduate students), it is not a prestige 
subject in high demand. A young econo- 
mist wanting to win the Clark medal 
needs to earn his reputation elsewhere. 
But the field is rapidly becoming respect- 
able, and the research findings can be use- 
ful to college economics teaching. 
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I. Introduction 

PUHPOSE of this paper is to exam- 
ine Hicks’s contribution to macroeco- 
nomic theory in those respects in which 
it constitutes a response to, or a develop- 
ment of, the work of John Maynard 
Keynes. Thus, while it is narrower in scope 
than an attempt to assess Hicks's contri- 
bution to macroeconomic theory, it is 
broader in scope than an attempt to see 
Hicks as Keynes’s interpreter: for an inter- 
preter is judged only by the faithfulness 
with which he translates the material 
given to him; he is not required to extend, 
recast, criticize, or reconstruct that mate- 
rial. We shall be concerned, then, with 
what Hicks got out of Keynes’s writings 
and what he did with it; not with what 
was “really” there. I therefore shall not 
be concern^ with the authenticity or 
doctrinal purity of Hicks’s Keynesian- 
ism. 

In considering Hicks’s contribution to 
Keynesian economics, 1 shall be con- 
cerned with two distinct but related mat- 


ters. First, I shall be concerned, in Sections 
II and III, with Hicks’s response to — and 
in particular his criticisms of — what 
Keynes himself actually wrote. Also, how- 
ever, I shall, in Section IV, be concerned 
with Hicks’s contribution to those ideas 
that eventually entered the public domain 
as “Keynesian economics,” quite irrespec- 
tive of whether those ideas accurately re- 
flect what Keynes may or may not have 
had in mind at some crucial juncture of 
his career. I should emphasize that these 
two concerns are intended to consist sim- 
ply of a narrower and a broader one: they 
do not involve a contrast between a pro- 
found and intellectually challenging “Eco- 
nomics of Keynes” on the one hand, to 
be set against a vulgar and degenerate 
“Keynesian Economics” on the other. Ac- 
cordingly, I shall be using the term 
"Keynesian” in a robust sense; I use it in 
full recognition of the possibility of diverse 
shades of opinion, and of extreme or bor- 
derline cases, on the understanding that 
it is what all these have in common that 
is important. 
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These caveats aside, it can be said that 
over almost the whole range of macroeco- 
nomic theory, Hicks was, from the late 
1930’s onward, a whole-hearted Keynes- 
ian. The one important exception to this 
categorization is on the question of liquid- 
ity preference versus loanable funds theo- 
ries of interest It is on this one issue that 
Hicks took a firmly and consistently anti- 
Keynesian line; and I shall, in what fol- 
lows, give a good deal of attention to this 
issue at the expense of such topics as wages 
and inflation, on which Hicks has pursued 
what is recognizable as an orthodox 
Keynesian line. As we shall see, Hicks’s 
Keynesianism was sufficiently whole- 
hearted for him to be prepared to coimte- 
nance a degree of analytical laxity in the 
interests of fostering Keynesian ideas at 
an early stage of their development. It is 
of some significance, then, to see the point 
at which Hicks found he had to dig in his 
heels and say that Keynes was simply 
mistaken. Very closely related to this 
issue is that of Keynes’s caricaturing of 
the "Classical” theory for use as a straw 
man in his polemical exercises; one’s 
attitude to Keynes as an innovator in 
economic theory depends quite crucially 
on whether this caricature is seen as 
cruel or merely shoddy. Accordingly, 
I shall concentrate a good deal of atten- 
tion of Hicks’s conception of “the Clas- 
sics” vis-d-vis Keynes’s treatment of 
them. 

As well as attempting to bring into sharp 
focus Hicks’s major criticisms of Keynes’s 
work, it is also my intention to pursue in 
some detail the development of Hicks’s 
thought, on one aspect of Keynesian eco- 
nomics, from the middle 1930’s down to 
the present. The aspect I have chosen is 
that of ex[>ectations and the multiplier, 
for which the line of development leads 
through Hicks’s own work on the trade 
cycle. 

In taking as the starting point for the 
discussion Hicks’s review [7, 1936] of 
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Ke 3 mes*s General Theory [25, 1936], we 
must not lose sight of the work prfor to 
this point, work that gave Hicks simh a 
clear and definite perspective on an ob- 
scure and discursive M^rk. Chiefly, of 
course, Hicks had at his dispo^ the formi- 
dable analytical apparatus that was to 
emerge somewhat later as Value and 
Capital [10, 1939]. He had also made re- 
markable progress in thinking his way 
through the foundations of monetary the- 
ory, having achieved a firm grip on money 
in a balance-sheet context and the associ- 
ated problems of risk in asset-holding 
decisions.' This, then, is the immediate 
background to our point of departure, 
1936. 

Hicks reviewed Keynes’s General The- 
ory when it appeared and, in a way, he 
has gone on reviewing it throughout his 
career (Hicks [7, 1936] Keynes [25, 1936]). 
His work has been animated directly or 
indirectly by a determination to digest its 
contents: to bring it into focus and to ac- 
conunodate its message within a more ro- 
bust and coherent framework than 
Keynes provided. It can be said that Hicks 
has attempted to gain first an analytical, 
later a historical, and finally a practical 
perspective on the General Theory. 'The 
first task is that of distilling the analytical 
core of the General Theory as an embodi- 
ment of the “Keynesian System” (this con- 
cern becomes central in “Mr. Keynes and 
the ‘Classics’ ” [8, 1937]); the second task 
is that of providing an embodiment of the 
“Classical System” such that appropriate 
comparisons between the two systems can 
be made (this concern becomes central 
in “The ‘Classics’ Again” [17, 1967]); and 
the third task is that of reconstructing the 
analytical core of the General Theory in 
the light of the practical experience 
gained in the attempts to use this frame- 
work as a guide to policy-making (this con- 

* For a retrospective account by Hicks of this epi- 
sode in his intellectual development, see [20, 1973, 
pp. 4-7]. 
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cero becomes central in The Crisis in 
Keynesian Economics [21, 1974]).* 

The object of this inquiry is accordingly 
to piece together a story part of which 
("Mr. Keynes and die ‘Classics’ " [8, 1937]) 
is well l^wn and parts of which have 
been reconstructed by Hicks himself [20, 
1973; 22, 1976, pp. 140-49; 23, 1977, pp. 
v-xviii]. 'The need to establish the overall 
outUnes of the story results partly from 
the indisputable importance of Hicks’s 
role in making the General TAeorp accessi- 
ble to the economics profession at large; 
but is is also partly a matter of the degree 
of contention surrounding the exact na- 
ture of this role. 

Hicks's IS-LM apparatus has provided 
an analytical receptacle of quite astonish- 
ing versatility and resilience within which 
even the protagonists in protracted con- 
troversies have been able to find a com- 
mon framework for their disputes. As is 
hardly surprising, however, this apparatus 
fails to capture the inspirational qualities 
and the feeling of boundless intellectual 
possibilities that many found in Keynes’s 
work of the 1930’s. So those economists 
for whom the General Theory has canon- 
ical status have naturally been disposed 
to cast Hicks in the role of arch-traducer. 
All attempted revolutions — including in- 
tellectual ones — depend on the extrava- 
gant expectations of the participants; ac- 
cordingly, all are ultimately disappointing 
and all lead to a search for scapegoats. For 
the disheartened Keynesian purists, then, 
Hicks is an obvious target; and they have 
not been reluctant to heap on him the 
responsibility for the setbacks to their 
early enthusiasms (see, for example, Paul 
Davidson [2, 1972, p. xi; 3, 1977, p. 277]; 
Hyman Minsky [30, 1976, p. 3; 31, 1977, 
p. 298]; Joan Robinson [37, 1971, pp. 82, 
88, 9fl; and Sidney Weintraub [42, 1977, 
p. 45)). Such treatment has b^n more 

*1 wfil be cooceraed here with certain tapects 
only of this lattM- work. For a more thorough ap- 
[mdsal of it, see Makolin R. Fisher [5, 1976]. 


conducive to the reinforcement of preju- 
dice than the unravelling of what, as it 
turns out, is an intriguing episode in intel- 
lectual history. 

Organizing the discussion of Hicks’s 
criticism and development of Keynes’s 
work in the way I have outlined provides 
a coverage that is by no means exhaustive. 
The major casualties of my attempt to 
present the broad outlines of the story are: 

(i) The work in which Hicks provides 
a reconciliation of the Keynesian triad of 
motives for holding money with the text- 
book triad of functions that it is said to 
perform, in the course of which he arrives 
at the suggestive but highly problematic 
idea that his early program for monetary 
theory involved an "over-volimtarizing” 
of the transactions demand [16, 1967].* 

(ii) The work in which Hicks provides 
a choice-theoretic formulation of the con- 
cept of liquidity and uses this as a critical 
tool in discussing Keynes’s treatment of 
and attitude towards “liquidity prefer- 
ence” [13, 1962; 16, 1967, pp. 31-37; 20, 
1973, p. 11; 21, 1974, pp. 37-57].'* 

(iii) Hicks’s brief but decisive dismissal 
of the possibility of reaching stagnationist 
conclusions with the aid of Keynes’s Mar- 
ginal Efficiency of Capital construction [7, 
1936, pp. 248-53], 

(iv) Hicks’s characterization of Keynes’s 
work as a method of approaching prob- 
lems of economic dynamics in relation to 
other such methods [14, 1965, pp. 28-35, 
76-83, 104-113]. 

II. Keynes’s “Classics” 
and Hicks’s “Classics” 

With what is Keynes’s theory of employ- 
ment, interest, and money to be con- 

* This work of Hicks has been the object of severe 
criticism on analytical grounds (see Laurence Harris 
[6, 1969]i Mortis Perlman (35, 1971]. Hicks, how- 
ever, has subsequently re-affirmed his position with- 
out acknowledgement of the criticisms [23, 1977, 
p. xiv]. 

* For a judicious appraisal of this tine of thought 
see Fisher [5, 1976. pp. 308-11]. 
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trasted? It would, of course, be fruitless 
to compare a Keynesian model with a ver- 
sion of the Classictd s)^tem that is simply 
not addressed to the same questions or 
problems as the Keynesian model. A saw 
is superior to a hammer for the task of 
cutting wood. But the question of whether 
saws are, somehow, generally superior to 
hammers is not a very sensible question. 
The spectacle of someone knocking in a 
nail with a saw would certainly invite un- 
favorable comment, comment that assur- 
ances about the effectiveness of saws as 
woodcutting devices would hardly serve 
to dismiss; and yet the inteUectual equiva- 
lent of saw-hammering has been wide- 
spread. In other words, translating back 
from carpentry to economics, if we are 
to set up “Keynes versus the Classics” as 
a doctrinal dispute, we must first decide 
whether Keynes was giving a new answer 
to the question that the “Classics” (accord- 
ing to his caricature) had been asking, or 
whether he was really asking a different 
question. 

In all this we are in great danger of be- 
coming enmeshed in a fruitless discussion 
concerning the label “Classical”; with 
whether the “Classical” economists con- 
stituted, in some sense, a school; whether 
they did have any recognizable system in 
common; and with whether there ever 
was a writer who subscribed to “Classical” 
economics in Keynes’s sense. To signal the 
highly problematic and contentious na- 
ture of the term, I have adopted the prac- 
tice of using it only in quotation marks. 

“Mr. Keynes and the ‘Classics’ ” [8, 
1937] arose out of Hicks’s dissatisfaction 
with his Economic Journal review of the 
General Theory [7, Hicks, 1936], 'The 
problem Hicks sets himself in this later 
paper is the foUowing. Insofar as there is, 
in the General Theory, some coherent, sys- 
tematic analytical scheme or model, what 
is it? 'The problem is one of distillation: 
of rendering down a whole book full of 
theoretical discussion into some land of 


underlying model or framework, from the 
properties of which the mgjor part of the 
discussion can be deduced or derived, 
liius, the IS-LM model that Hicks pro- 
vided as the solution to this problem was 
presented as an interpretation of the “ana- 
lytical core” of the General Theory. It is 
evidently not intended to capture every- 
thing that is in that book; it quite obviously 
must disregard die polemical passages, 
and a great deal of discursive and specula- 
tive material. The framework is of- 
fered, accordingly, not as a substitute for 
the General Theory, not as a translation 
of it into geometry, nor even as a summary 
of its arguments; rather it is offered, as 
the opening paragraphs of Hicks’s article 
make plain, as a guide to the reader of 
what, without it, is an exceedingly bewil- 
dering and vexatious book. It is in these 
terms, I would contend, that the IS-LM 
model should be appraised: for its ability 
or inability to provide that guidance 
through the often treacherous territory of 
Keynes’s writing. 

'The upshot of this paper of Hicks’s is 
that if “Classical” economics is sympathet- 
ically understood and properly applied, 
the conflict between it and Keynesian eco- 
nomics reduces to a matter of analytical 
procedure or, at most, emphasis. Hicks 
does try to argue that there are special 
cases in which the Keynesian approach 
comes into its own. But if we are prepared 
to think of these extreme cases as those 
in which either the IS curve is “very 
steep” (almost vertical) or the LM curve 
is “very shallow” (almost horizontal), the 
need to choose between the approaches 
would not arise, the coverage of the two 
being identical. 

When Hicks looked back on his “Mr. 
Keynes and the ‘Classics’ ” piece with the 
benefit of a good deal of hindsight, he 
came to the conclusion that, although his 
IS-LM apparatus was a useful one for the 
exposition of Keynes’s central ideas in the 
General Theory, its capacity to serve as 
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a receptacle for “Classical ideas was more 
Umited. In other words, Hicks’s mature 
reflection was that although he had done 
justice to Keynes with the IS-LM model, 
he had been less than fair to the “Classics." 
It became apparent that the system that 
Keynes attacked, and with which he con- 
trasted his own work, was not a sympa- 
thetic distillation of the best of “Classical” 
thinking, but a rather stiff, wooden carica- 
ture of a “Classical” economist — of a 
“Classical” economist who animates his 
ideas in a thoroughly awkward way. If it 
is true that the more thoughtful and 
shrewd of the “Classical” writers had been 
fully alert to “Keynesian” problems (prob- 
lems of the influence of monetary condi- 
tions on real phenomena) and, indeed, 
deeply troubled by them, then the discon- 
tinuity between “Classical” and “Keynes- 
ian” becomes less abrupt: more a matter 
of emphasis, focus, and analytical proce- 
dure than of substance.' 

Bearing all this in mind, I shall now at- 
tempt to give a resume of Hicks's argu- 
ment in “The ’Classics’ Again” [17, 1967]. 

The “Classical” approach is to think of 
the rate of interest as determined by sav- 
ing and investment (“thrift and productiv- 
ity”); the Keynesian approach is to think 
of it as determined by the state of liquidity 
preference. But consider the effect of an 
increase in the propensity to save. The 
“Classical” economist would say that this 
would decrease the rate of interest; but, 
if he were careful and thorough, he would 
point out that, with a fixed money supply, 
this would, as a result of reducing the ve- 
locity of circulation ( ’hoarding ”), lead to 
some downward pressure on output and 
employment, unless money wages are in- 
stantaneously adjusted. The Keynesian 
economist, on the other hand, would say 
that the increased propensity to save 


•Keynes himself was evidently persuaded of the 
revolutionary nature of his own work, as his much- 
quoted letter to George Bernard Shaw of 1 Tanii^ 
IBM makes clear (27. 1973, pp. 492 - 93 ] ^ 


would (with slower than instantaneously 
adjusting money wages) reduce output 
and employment; but, if he were careful 
and thorough, he would go on to point 
out that, with a reduced demand for trans- 
actions balances and a fixed supply of 
money, there would be some downward 
pressure on the rate of interest. Both the 
“Classical” and the Keynesian economist 
would get the same result, provided only 
that each follows the analysis through 
rather than abandoning it after the first 
step. At this level of generaUty (that is, 
imless we are in a position to place some 
restrictions on the parameters of the 
model), the choice between the “Classi- 
cal” and the Keynesian approach is 
merely a matter of procedure. Of course, 
within Hicks’s IS-LM framework, the 
need to choose one approach rather than 
the other is not so pressing, for we can 
simply say that income and the rate of 
interest are simultaneously determined by 
all the parameters of the system: there 
is no reason at all why we should want 
to match up particular endogenous vari- 
ables with particular subsets of parame- 
ters. 

What Hicks does next is to introduce 
the assumption of some wage inflexibility 
(not the assumption that money wages are 
rigid, but that they are less than perfectly 
flexible, at any rate in the downward di- 
rection) into an otherwise “Classical” ap- 
proach. What then follows is that there 
will be a downward-sloping 75 curve over 
the region in which money wages are in 
some degree inflexible. The reason for this 
is that if a change in the propensity to 
save (or to invest) has monetary conse- 
quences then, with a given supply of 
money, there must be an adjustment ei- 
ther of money wages (and prices) or of 
interest rates. To the extent that money 
wages (and prices) are inflexible, some of 
the burden of adjustment is thrown onto 
interest rates, and hence the IS curve 
slopes downwards. Of course, the range 
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over which the system can respond to 
monetary changes by real (output) adjust- 
ments is limited. For simplicity we can 
think of it as limited at the upper extreme 
by something that we call “full employ- 
ment,” FE; we can similarly think of a 
lower limit to this region, where, for what- 
ever reason, wages and prices (rather than 
interest rates) take over the burden of ad- 
justment. (Hicks calls this point “Full Un- 
employment,”FC/). Within the FU-FE re- 
gion, the system behaves in accordance 
with the IS-LM model and can be ana- 
lyzed in either the “Classical” or the 
Keynesian maimer, provided the reper- 
cussions are properly dealt with. Outside 
this region, the system behaves in a “Clas- 
sical” manner; all the burden of adjust- 
ment is shouldered by money wages and 
prices, and the IS-LM apparatus becomes 
irrelevant. 

The next step in Hicks’s argument is to 
point out that the extent of the FU-FE 
region is really a matter of the time-scale 
we have in mind. If we are thinking of 
an immediate response of money wages 
and prices, the /"CAFf region may be wide; 
if we are thinking of an eventual response, 
the region will be much smaller. The rec- 
onciliation of the two approaches is then 
within our grasp. The IS-LM model pro- 
vides an apparatus for short-run problems, 
while the extreme (“caricatured”) “Classi- 
cal” model provides an apparatus for the 
analysis of long-run (“full equilibrium”) 
problems. The horizontal IS curve, or the 
“Classical dichotomy” (of real and mone- 
tary phenomena) then becomes a charac- 
teristic of long-run equilibrium, having no 
obvious bearing on short-run resource uti- 
lization and employment problems. 

One obvious implication of this is that, 
if one insists on taking a gladiatorial view 
of the episode and on seeing it as “Keynes 
versus the ‘Classics’ ” (as so many text- 
books have done), then one has to be 
rather careful in one’s choice of appropri- 
ate contestants and in one’s method for 


recognizing the winner. If diis partilcul8r 
contest is to be fought over the issue 
short-run resource utilization and emidoy- 
ment questions, then to ^t Keynes against 
the “Classical” long-period, full eqtulib- 
rium model is neither appropriate nor illu- 
minating. It guarantees that Keynes wins 
by a knock-out, but it achieves this only 
by arranging for his “Classical” adversary 
to fight with both hands tied behind his 
back. To make anything like a contest of 
it, we need to ask what the “Classical” 
writers had to say about the problem that 
Keynes was himself addressing. ’That is to 
say, we have to find out, not what the 
“Classical” writers said about things in gen- 
eral, but about short-run resource utiliza- 
tion and employment problems. Then we 
can have a contest, if that is the way we 
want to think. 

Leaving “The ‘Classics’ Again,” we turn 
to another paper by Hicks that was given 
as a lecture in 1967 [18], and which carries 
forward the same theme, namely, that the 
“Classical” writers did have a short-run 
monetary theory and that it is with this, 
rather than their long-run “full equilib- 
rium” theory, that Keynes’s General The- 
ory be compared. This paper, titled 

“Monetary 'Theory and History — An At- 
tempt at Perspective” [18, 1967], is aimed 
at giving some historical depth to the 
wholly analytical treatment of this theme 
in ‘"The ‘Classics’ Again”. Hicks does this 
in various ways: by considerations involv- 
ing the history of monetary theory; by 
considerations involving the history of 
monetary institutions; and by coiyectures 
about the relationship between the two. 

Hicks’s treatment of the “Classical” 
short-run theory of money centers on the 
work of Henry 'Thornton and John Stuart 
Mill, and its foreshadowing in the writings 
of David Hume. He points out that these 
writers were perfectly weU aware that 
monetary expansion could have real ef- 
fects, on output and employment, in the 
period in which prices are rising to their 
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new level. (This is immistakably clear in 
Hume.) To the extent that these writers 
believed in the Quantity Theory of Money 
and the associated “Classical Dichotomy,” 
they did so only in the sense of a (long- 
run) equilibrium condition, applicable to 
circumstances in which all the adjust- 
ments to a monetary change have taken 
place. Hicks suggests that at the hands of 
David Ricardo, where the whole focus of 
attention is on equilibrium states, Hume's 
insight about the nature of the process of 
adjustment to monetary change becomes 
submerged. Hicks had in fact arrived at 
this point somewhat earlier in Capital and 
Growth in connection with his discussion 
of Adam Smith’s approach to the theory 
of growth [14, Hicks, 1965, p. 42]. 

Hicks’s conjecture as to why these 
“Classical” writers did not place more em- 
phasis on these short-run real conse- 
quences of monetary changes is that it was 
a source of intellectual embarrassment to 
them; for it led to a conclusion that their 
instinct told them was wrong, but which 
they could not dispose of by analytical ar- 
gument. In Hicks’s words [18, 1967, p. 
162]: 

They (the '‘Classical" writers] were terribly 
afniid that if too much weight were given to 
short-period effects, it would play into the 
hands of crude inflationists. The long-period, 
it would be said, is just a succession of short- 
periods. Why not keep the stimulus [of mone- 
tary expansion] going, when the first dose is 
exhausted, by another dose? They were afraid 
of that question, for they did not know the an- 
swer to it. Yet they felt in their bones that the 
suggestion in it was wrong. 

The instincts that Hicks is here attributing 
to the “Classical” writers are instincts that 
display an awareness of both the possibil- 
ity of monetary changes having real ef- 
fects and of the dangers of attempting to 
exploit this possibiUty. Accordingly, 
Hicks’s “Classics” are inhibited in their 
policy pronouncements by anxiety, unlike 
Keynes’s “Classics,” who are held back by 
ignorance. 


III. Liquidity Pnferenoe 
and Loanable Funds 

In discussing the relationship between 
the work of Keynes and of Hicks, there 
is a third individual who must make an 
appearance sooner or later. 'Ihat individ- 
ual is Sir Dennis Robertson. There are at 
least two reasons why he should be 
brought into the picture. First, of those 
who were critical of the monetary theory 
of Keynes’s General Theory, Robertson’s 
critique was perhaps the most penetrating 
and certainly the most lucid [36, 1940].* 
Second, the analytical basis of Robertson’s 
critical response to Keynes’s theory of 
money and interest is practically identical 
with the basis of Hicks’s sympathetic re- 
sponse. 'Thus, we have the intriguing state 
of affairs, as regards the monetary and in- 
terest theory of the General Theory, that 
Hicks and Robertson agreed with one an- 
other as for as any purely analytical ques- 
tions were concerned, and yet disagreed 
quite fundamentally in their overall as- 
sessment of the merit of the theoretical 
developments involved. 

We shall consider next the analytical is- 
sues, first as presented by Hicks, and then 
as presented by Robertson. It will emerge 
that Hicks and Robertson agreed that 
Keynes’s liquidity preference theory of in- 
terest differs from the “Classical” loanable 
funds approach, not by virtue of its sub- 
stance, but only as a matter of analytical 
procedure. In all this we adopt the usual 
convention that there is a plane of dis- 
course on which it makes sense to talk 
of "the” rate of interest. 

Hicks expounded the equivalence of li- 
quidity preference and loanable funds ap- 

* Further criticisnu of Keynes’s interest rate doc- 
trine in the General Theory were sulvanced by, 
among others, Bertil Ohlin [32, 1937]; this led to a 
fruitless exchange in the pages of the Economic Jour- 
nal, in which Keynes showed himself unable to dis- 
tinguish between a loanable funds theory of interest, 
on the one hand, and a saving and investment the- 
ory, on the other [28, 1973, pp. 183-223]. 
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jn^oaches to the theory of interest in a very 
dear but necessarily condensed form in 
die Economic Journal review of 1936 [7]; 
this interpretation was present, althou^ 
peripherally, in “Mr. Keynes and the 
‘Classics’ ” [8, 1937]. The fullest expres- 
sion, by Hicks, of this interpretation, is to 
be found in chapter XII of Value and Ca- 
pital [10, 1946, pp. 153-62]. Here Hicks 
adopts a general equilibrium foamework 
and shows that it can make no difference 
of substance which price is associated with 
which market in our model (including 
among our list of “markets” one for the 
holding of money). Once it is admitted 
that each trader faces a budget con- 
straint,^ it must be conceded that not all 
markets are independent of one another. 
Thus, once we have embarked on general 
equilibrium theory, it makes very litde 
sense to speak of “the price of X being 
determined in the market for X. “Rather, 
insofar as one can give any causal interpre- 
tation of a general equilibrium model (and 
the more fastidious practitioners of the art 
would avoid doing so), it would be that 
the vector of relative prices is determined 
by the whole configuration of parameters 
(this is precisely what the reduced-form 
equations tell us, reading them “from 
right to left”). Thus, whether we eliminate 
the money equation (as in the "Classical” 
approach) or the borrowing and lending 
(“loanable funds”) equation (as in the 
Keynesian approach) is entirely a matter 
of analytical procedure: that is, it is at most 
a matter of convenience.® All this would 

^ S. C. Tsiang has pointed out that what is usually 
referred to in this context as a "budget constraint" 
or an “income constraint" has in fact got nothing 
to do with either budgeting or income [40, 1966, 
p. 331]. Rather it expresses the supposition that 
goods are acquired ordy through acts of trading in 
which equal values are exchanged. Accordingly, 
Tsiang suggests, this condition should properly ^ 
called a exchange constraint.” 

*A reservation should be noted concerning the 
discussion so far. It is that we have been concerned 
with the equivalence of “Classical” and Keynesian 
the<nies of the rate of interest within the confines 
of equilibrium analysis. It is another question 


appear plalitudinous to a general equilib- 
rium thetxrist, but to someone trained in 
the Marshallian tradition of partial equi- 
librium analysis it goes against the grain. 
The disposition to diink of each price as 
determined in the market in which the 
good in question is traded dies hard. Ac- 
cordingly, controversy about whether the 
rate of interest is determined in the mar- 
ket for “loanable ftinds" (by borrowing 
and lending) or in the money market (by 
liquidity preference) was rife in the late 
1930’s and beyond, despite the existence 
of a well articulated framework in which 
the controversy could be shown to depend 
on a false dichotomy: to involve the setting 
up of a misguided opposition of views that 
can be very readily reconciled with one 
another. But how much interest was there 
in England (outside the London School of 
Economics) in the work of Walras before 
Value and Capital? To the extent that 
British economists of this period were ei- 
ther unaware of, or uninterested in, the 
economic theory of Walras, we may attrib- 
ute some of the pointlessness and incon- 
clusiveness of this controversy to a state 
of intellectual insularity. 

Leaving Hicks for the moment, we turn 
to Robertson’s treatment of the same is- 
sue. Robertson set out his criticisms of 
Keynes’s General Theory doctrines on the 
rate of interest in a series of lectures given 
at the London School of Economics in 


whether the equivalence still holds if we widen our 
horizon to include the possibility of disequilibrium 
states. It has been argu^ by some that the equiva- 
lence cannot be sustained in the wider context and 
that, indeed, where the two theories diverge, it is 
the liquidity preference theory that gives the 
“wrong" results regarding interest rate movements 
(Don Patinkin [33, 1958]; Harry G. Johnson [24, 
1961]). But this has been disputed by Tsiang, who 
has argued that, if the analysis is followed through 
properly, the equivalence holds under both equilib- 
rium and disequilibrium states [40, 1966, pp. 340- 
41]. But the Tsiang argument depends on the insis- 
tence that the “net acquisition of cash through trsd- 
ing” is not the same thing as the "demwd for 
money,” a distinction that many monetary theorists 
find hard to accept. 
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1939 [36, 1940J. His objectitais to the 
claim tiluit Keynes’s liquidity preference 
the(»y of interest is either novel or in sub- 
stantive conflict with the “Classical” loan- 
able funds approach are made very clear 
[36, 1940, pp. 1-28]. The point, as it turns 
out, is a purely logical one: that whatever 
something is, there are many things that 
it is not; and it hardly makes much sense 
to say, of the various things that it is not, 
that one of them rather than another, is 
what it really isn’t. And yet this is what 
Keynes was claiming: that there can be 
priorities among what something isn’t. 

’The individual trader may dispose of his 
money income by allocating it between 
the following three exhaustive and mutu- 
ally exclusive categories: 

(i) spending (on commodities); 

(ii) lending, i.e., buying bonds; 

(iii) hoarding, i.e., additions to money 

holding. 

In the light of this classification, let us turn 
to the controversy over the determination 
of interest rates. 

The “Classical” idea was that interest 
is the reward for not-speriding, i.e., it is 
the inducement to refrain from spending. 
In apparent contrast, the Keynesian doc- 
trine is that interest is the reward for not- 
hoarding, i.e., it is the inducement to part 
with liquidity.* 

The resolution of this apparent conflict 
betweeri the “Classical” and the Keynes- 
ian doctrine now emerges. In terms of our 
categories for the disposal of income, the 
resolution is that lending is, at one and 
the same time, both not-spending and not- 
hoarding, in just the same way that being 
Keynes is, at one and the same time, to 

•Thu*, in Keynes's own words, we read: 'The 
habit of overlooking the relation of the rate of inter- 
est to hoarding may be a part of the explanation 
why interest has been usually regarded as the reward 
ot not^nding, whereas in fact it is the reward of 
not-hoarding” [85, 1936, p. 174); see also [25, 1936, 
pp. 166-68] and, for the faithful reproduction of this 
attitude see, for example, Dudley Dillard [4, 1^, 
p. 164]. 


be both not-Hayek and nc^-Beveridge; 
and in just the same way that arguing 
whether Keynes is resdly not-Hayek 
rather than not-Beveridge is a pointless 
exercise: one can hardly establish priori- 
ties among what someone (or sometihing) 
is not. 

Keynes never conceded the force of this 
objection, nor did he ever explain why 
he thought it misguided or beside the 
point. He obviously had no patience with 
this particular line of argument and op- 
posed it by dismissive counter-assertion. 
When Roy Harrod suggested that the li- 
quidity preference theory of interest 
might need some qualification, Keynes 
wrote back complaining that Harrod had 
not understood him; just as, later in corre- 
spondence with Ohlin, he was to de- 
nounce the loanable funds theory as a 
“fundamental heresy,” while neglecting 
to explain what was wrong with it; and 
in an article simply reiterating that this 
theory and his own liquidity preference 
theory were “radically opposed” without 
explaining how their implications differed 
[27, 1973, pp. 544-52; 28, 1973, pp. 185, 
202]. Well, Keynes was a forceful person- 
ality, and he was used to getting his own 
way in arguments. Of course, one can see 
what he was driving at. One needs an in- 
ducement for people to refrain from con- 
sumption to free resources for investaient 
insofar as resources are scarce. But if there 
are unemployed resources anyway, there 
is no longer the necessity for consumption 
to be reduced to release resources for in- 
vestment: there exists the possilfility of 
mobilizing the unemployed resources 
without any current consumption being 
foregone. Sk) much is unexceptionable at 
the level of abstract possibilities. But the 
question then arises: can one, in a market 
system, absorb unemployed resources in 
expanded investment, quite indepen- 
dently of, and without having any effect 
on, interest rates? As we have seen, 
Hicks’s pains-taking analysis shows that 
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die answer is “no": only in extreme 
case of a perfectly horizontal LM curve 
do we have a monetary sector in which 
the interest rate is determined indepen- 
dently of real forces. 

Aldiough there was some sense in 
Keynes’s instinct about the functioning of 
interest rates in a depression, his attempt 
to translate this instinct into a model, a 
piece of analysis, is flawed. But Keynes 
evidently had unshakable confidence in 
his own instinct and continued to defend 
(what he took to be) his analytical expres- 
sion of it. And so began a protracted de- 
bate on “liquidity preference versus loan- 
able funds," which Patinkin has rightly 
described as “pointless and depressing” 
[34, 1976, p. 140]. 

It is not a matter of this criticism from 
Robertson coming too late: that the book 
was in print and Keynes had to stand by 
what he had written. In fact Robertson 
had made the point that the rate of inter- 
est is determined jointly by the influence 
of the propensity to save and the pro- 
ductivity of capital, as well as by liquidity 
preference, when he was sent the proofs 
of the General Theory in February 1935. 
Evidently, however, Keynes was not pre- 
pared to countenance such doubts [27, 
1973, pp. 512-20]. 

There is no doubt that, at almost all in- 
tellectual and practical levels, Keynes’s in- 
stinct won the day against Robertson’s 
analysis. It is a considerable tribute to 
Keynes’s powers of persuasion that, hav- 
ing got himself into a muddle, he could 
induce the major part of the profession 
to share it with him. Accordingly, the li- 
quidity preference theory of interest duly 
became enshrined in a crop of textbooks, 
presented as being both a new theory and 
a theory in substantive conflict with the 
“Classical” loanable fonds theory.*® 

Although Robertson was, as we can now 

See, for example, Dillard [4, 1958, pp. 162-63] 
for a particularly faithful (and forceful) reproduction 
of die whole Keynesian interest rate muddle. 


see, correct, where Keynes was wrong, Ifis 
criticisms were not weU taken. Even 
Hicks, who, as we have seen, agreed ana- 
lytically with Robertson’s line of argu- 
ment, eventually came to see diem as 
rather, carping. He wrote [9, 1942, p. 54]: 

For my own part, I rather regret the amount 
of criticism contained in these essays [Robert- 
son’s Essays in Monetary Theory, 1940] — par- 
ticularly in that printed at the beginning of 
the book, the London lectures of 1030. [“Mr. 
Keynes and the Rate of Interest*’]. Of all great 
economists, Mr. Keynes is probably die most 
Impressionist: the General Theory, in particu- 
lar, needs to be read at a distance, not worrying 
too much about detail, but looking principally 
at the general effect. At least, that is how I 
have read it myself, and it seems that as a result 
I retain a higher opinion of it than Professor 
Robertson does. His own criticisms sometimes 
remind one of a man examining a Seurat with 
a microscope and denouncing the ugly shapes 
of the individual dots. It is very probable that 
the Impressionist method is not particularly 
appropriate to the higher economics (thou^ 
it may be suitable enough for more popular 
. writing); however, it is Mr. Keynes’ method, 
and in his hands it has some countervailing vir- 
tues. 

It is evident that Hicks is here advocating 
that Keynes’s work — and particularly his 
theory of interest-rates — be read in a char- 
itable spirit. But his metaphor of Impres- 
sionism and Seurat, although vivid and 
suggestive, is not really convincing, and 
is arguably not very apposite. Clearly, just 
as one should see a painting as a whole 
rather than examining the appearance of 
its elements, so one should read abstract 
theory and analysis with an eye on the 
overall tendency or upshot. But although 
a metaphor may suggest an argument, it 
does not itself constitute one. What is sup- 
posed to correspond, in Keynes’s work, to 
the shape of the individual dots in the Seu- 
rat or to the judgment that they are ugly? 
Is it being suggested that, just as one can 
create a pleasing painting from elements 
that may be individually unattractive, so 
one can expound a correct doctrine out 
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of analytical exerciaes that are individually 
miirfaltwn (or oonfused)? If this is the sug- 
gestion, it really needs to be argued; and 
it does seem to be advocating a degree 
of charity that one would not generally 
advocate and that, if it were advocated 
as a general rule, would amount to the 
abandonment of the idea that economics 
is an academic, intellectual activity, which 
can make progress through a process of 
criticisms and rational discourse. It seems 
to be suggested that in the case of Keynes 
we should assess his conclusions indepen- 
dently of the weight and soundness of the 
arguments he uses to arrive at them: it 
amounts to the proposal to treat Keynes 
as authoritative. 

One way of interpreting Hicks’s posi- 
tion is to say that he was comparing the 
performance of the “Classical” approach 
with (what he took to be) the potential 
of Keynes’s approach." This is, of course, 
a dangerous comparison to make, for 
there is far more scope for enthusiasm in 
forming one’s estimate of Keynesian po- 
tential than there is in perceiving “Classi- 
cal” performance. Indeed, intellectual in- 
novation and progress demand that we 
are prepared on some occasions to permit 
such dangerous comparisons, in which our 
conjecture about the potential of an unde- 
veloped research program is compared 

' ‘ Those I have elsewhere called the Fundamen- 
talist Keynesians (1, 1976, pp. 1259-63] continued 
to make this comparison of (neo) “Classical” perfor- 
mance versus Keynesian potential even after the 
Keynesian approach had had several decades in 
which to realize its potential. Their writings on the 
theory of money and interest tend therefore to be 
essentially programmatic: their writing concerns ad- 
vocacy of a particular program of research, accompa- 
nied by the assurance that this line is indeed a prom- 
ising one. Thus, Joan Robinson could write, in 1973, 
that "The Keynesian revolution still remains to be 
made both in teaching economic theory and in form- 
ing economic poUcy" [38. 1973, p. 1 1], Similarly, Jan 
A. Kregel coidd write, in the same year; "To ask 
for an alternative to the neoclassical theory compara- 
bl«in precision and beauty is naive. But the partial 
for a truly alternative p post-Keynesian"] approach 
exUts, the problem is to expose and explain this po- 
tenUal . [29, 1973, p. xvii, emphasis added].-"“ 


with the much firmer knowledge of the 
performance of existing approaches. But 
equally the fact that scholarship should 
not degenerate into mere matters of faith 
or fashion requires that there be some 
limit on how long we treat a research pro- 
gram as “promising": there must come a 
time when we are prepared to judge the 
new approach in terms of its performance. 
To require that a particular approach be 
given the permanent benefit of the doubt 
is to require that others should share not 
only one’s own (necessarily speculative) 
conjectures about future intellectual de- 
velopments, but also that they share one’s 
current enthusiasms. It is, in short, to con- 
vert research into proselytizing. 

The reason all this has a bearing on 
Hicks is that he found himself with a foot 
in both camps. On purely intellectual 
grounds, he was with Robertson; on the 
wider view, he was with Keynes. The only 
question that remains is whether he would 
see the debate in purely intellectual terms 
or, as we might say, pragmatically, in the 
light of existing circumstances. It could 
not have been an easy or pleasant di- 
lenuna to live with. 

Robertson’s criticisms of Keynes’s the- 
ory of money and interest were not con- 
fined to Keynes’s claim that the liquidity 
preference and loanable funds approaches 
were “radically opposed.” He also ad- 
vanced the argument that “liquidity pref- 
erence” (in relation to the mcMiey supply), 
far from determining the rate of interest, 
actually leaves its determination dangling 
in mid-air. This criticism focuses on 
Keynes’s well-known theory of the specu- 
lative demand for money, in which consid- 
erations of expected capital gains and 
losses resulting from fluctuations of the in- 
terest rate about some normal rate (about 
which estimates will differ between specu- 
lators) provide a rationale for the holding 
of money balances (rather than bonds), to 
an extent depending on the expected 
movement of interest rates, and therefore 



(m the level of interest rates relative to 
the level that is believed to be normal. 
All this is now standard textbook fodder. 
Speculators a4just their pOTtfolios in order 
to make capital gains or avoid capital 
losses, and they do this by making substitu- 
tions between money and bonds in die 
light of their expectations. Even leaving 
aside the “transactions demand” for 
money, as being a further consideration 
that must be introduced before we can 
say anything definite,' can this be an ade- 
quate account of the elements involved 
in the determination of the rate of inter- 
est? Robertson’s answer is “no” [36, 1940, 
p. 25]: 

Mr. Plumtre of Toronto, in an unpublished pa- 
per, has aptly compared the position of lender 
of money under this theory [Keynes’s theory 
of the speculative demand for money] with that 
of cm insurance compcmy which chcurges its 
clients a premium, the only risk against which 
it insures them being the risk that its premium 
will be raised. If we ask what ultimately gov- 
erns the Judgements of wealth-owners as to 
why the rate of interest should be different in 
the future from what it is to-day, we are surely 
led straight back to the fundamental phenom- 
ena of Productivity cmd Thrift. 


It had long been known that the market 
rate of interest (which, of course, is a 
money rate) can diverge from the "under- 
lying, real rate” — the rate that would have 
obtained in the absence of monetary dis- 
turbance, if the monetary system worked 
so as to reveal rather than disguise the 
real forces. (Indeed this is central to the 
teaching of Knut Wicksell.) The monetary 
disturbance can come from the workings 
of the banking system, from the policy of 
the central bank, or from the behavior of 
speculators. Keynes introduces, and in- 
deed focuses on, such monetary distur- 
bances in the determination of interest 
rates. What he does not tell us is what it 
is that is being disturbed: what the mone- 
tary disturbance is a disturbance of. 

Keynes’s theory of the speculative de- 
mand for money must therefore be seen 
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as an essay in IlMeni^Rpn^^ofm^ chaos. 
The specualtors speculate, out what are 
they really speculating on? Ihie answer 
Keynes gives is the behavior of other q>ec- 
ulators. Of course, when it comes to the 
practice of speculation, Keynes must be 
admitted to be something of an authority. 
And when one plays the market on the 
basis of day-to-day trading with a view to 
capital gains (rather than income), then 
one clearly does not spend much time 
pondering on the forces of productivity 
and thrift that lie behind the general level 
of interest rates (and the return on other 
assets) about which day-to-day fluctuations 
take place. When one boib a pan of soup, 
the surface bubbles; but in order to have 
bubbles one has to have a surface and, 
for this, one has to have soup. It is true 
that the bubbles are on the surface, but 
what is it that keeps them up there? The 
answer cannot confine itself to the process 
of boiling or of bubbling; it must pay atten- 
tion to the amount of soup in the pan. 
To one who has learned to float among 
the bubbles, this may not be at all appar- 
ent. He may even be led to the view, 
firmly based on first-hand experience, that 
soup is really nothing but bubbles; and 
that bubbles, in their turn, are entirely a 
matter of boiling (a dynamic process), not 
of such static, timeless, unhistorical things 
as the quantity of soup and the base area 
of the pan. Indeed, if the issue were not 
so vividly concrete, there could develop 
a controversy between the boiling and 
bubbling school, on the one hand, and the 
exponents of the area and volume ap- 
proach, on the other. The view that a boil- 
ing and bubbling approach could be con- 
cerned with just another aspect of what 
was being considered by the area and vol- 
ume approach would not sound very plau- 
sible. Volumes and areas can neither boil 
nor bubble. The exponents of the boiling 
and bubbling school would naturally insist 
that the two theories are radically op- 
posed. 
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IV. Expectations and the 
Multiplier Process 

In the Keynesian system, the multiplier 
serves as the link between changes in in- 
vestment expenditure and changes in real 
income and output: it is the process by 
means of which changes in expenditure 
become pervasive and come to have per- 
vasive influence. The question that imme- 
diately suggests itself, however, and which 
Keynes himself did not tackle, is that of 
the circumstances under which the multi- 
plier will operate at all reliably. It is obvi- 
ous, of course, that in order for a general 
expansion of output to be possible, there 
must be spare capacity; it is also well 
known that the existence of a reliable con- 
nection between investment changes and 
income changes depends, at least, on 
there being a stable consumption function 
(this component of the multiplier process 
has accordingly been closely scrutinized). 
But that is by no means all there is to it. 
For there remain the questions of why 
and how the various changes in expendi- 
ture are supposed to be translated into 
changes in real output. Thus: 

(i) Why should the change in investment 
expenditure appear as a change in real 
investment rather than an increase in the 
price of capital goods and the rate of inter- 
est? Why does it not result in a reduction 
in expenditure (and thence investment) 
elsewhere in the economy? 

(ii) Why should producers, when they 
experience increased sales resulting from 
the additional expenditure, respond by in- 
creasing output and employment rather 
than by allowing inventories to fall or by 
raising prices? 

The questions concerning the extent of 
price level changes associated with the 
multiplier process are by-passed in Keynes 
by the device of working in real terms 
(or, in Keynes’s own version, in “wage 
units”) and, in this respect, Hicks has 


largely foUowed suit, except for his at- 
tempts, latterly, to introduce a distinctioin 
between fixprice and flexprice markets so 
that the multiplier theory would apply 
strictly if all markets were of the fixprice 
type [21, 1974, pp. 23-30].** But the re- 
maining questions, concerning the man- 
ner in which production may respond to 
expenditure changes that are presumed 
to be real (and persistent) is indeed tack- 
led by Hicks [21, 1974, pp. 9-30]. In this 
way he may be thought of as putting for- 
ward the elements for a theory of expendi- 
ture-induced macro movements in which 
crowding out and, to some extent, price 
level movements, appear, along with the 
multiplier process, as possibilities. As we 
shall see, in unravelling the processes in 
which the operation of the multiplier are 
embedded, the treatment of producers’ 
expectations — how we suppose that they 
are formed and revised and, in particular, 
how we can render their treatment ana- 
lytically manageable — is crucial. And as 
we shall also see, if the lines of develop- 
ment initiated by Hicks are pursued, one 
is confronted by the need for a more ex- 
plicit and detailed formulation of the the- 
ory of the adjustment of expectations by 
producers, a need that leaves the theory 
of the multiplier looking far more like a 
black box of the kind that is said to pre- 
clude access to the precise workings of 
the monetarist model. 

Hicks first turned his attention to the 
operation of the multiplier in his original 
Economic Journal review of the General 
Theory [7, 1936]. There he raises the gen- 
eral question of the circumstances regard- 
ing supply elasticities that are required for 
the operation of the multiplier. In particu- 
lar, he draws attention to the role of stocks 
of various kinds in sustaining the multi- 
plier process, while the initiating expan- 

'* There are, however, serious obscurities involved 
in Hicks’s use of the fixprice concept, as Fisher has 
pointed out [5, 1976, pp. 306-07]. 



Coddington on Hicks 


983 


sitm of investment ei^nditure is being 
translated into increases in output and 
em{doyinent. 

In fads recent revision of the theory of 
the multiplier, Hicks again lays great 
stress on the role of inventories in sustain- 
ing the multiplier process [21, 1974, pp. 
11-23]. His focus is on what we might call 
the “breathing space efiFiect.” Hicks’s rea- 
soning is as follows. Between an increase 
in investment expenditure and the associ- 
ated increase in production, there will be 
a time lag. During this time lag, expendi- 
ture will have increased, but production 
is still unchanged, so that (unless we faiap- 
pen to be in a phase of rapid planned 
stockbuilding) over this period inventories 
will be falling. As production levels are 
finally increased, the locus of falling inven- 
tories is transmitted backwards through 
the whole network of production, finally 
reaching stocks of raw materials. Now, 
provided this expansionary impulse suc- 
ceeds in getting itself transmitted through 
the whole network of production, the 
level of economic activity can reconstitute 
itself at a higher level, consistent with the 
increased expenditure. But suppose, at 
some stage in the network of production, 
inventories are depleted before revised 
output decisions can be implemented. 
This means that there is a shortage, or 
bottieneck, for those producers who use 
this output as an input. In such circum- 
stances, prices may be forced to play their 
allocative role (or some other method of 
rationing may induce a process of realloca- 
tion). It is at this point that any idea of a 
uniform or overall or pervasive increase 
in the intensity with which existing re- 
sources are utilized must break down. For 
the obstacle to the expansionary process 
is a problem of relative scarcities, in which 
the resources that are required to sustain 
the expansion have to be released from 
alternative uses. 

According to Hicks’s account, then, the 


conditions favorable to an expenditure-in- 
duced expansion are that inventories are 
relatively faigh in order to sustain dse ex- 
pansion during the lag between changes 
in sales and changes in production. (In 
fact, this analysis can bd translated, as 
Hicks does, from fixprice into flexi»ice 
terms; in the latter case, the circum- 
stances conducive to fiscal leverage are 
that the prices of the relevant goods are 
low compared to some “normal” level of 
prices, so that stocks will be released as 
prices rise in response to the production 
increase.) 

But Hicks does not go on to ask the ques- 
tions: why should inventories in general 
be abnormally high? 

Such a question brings us inescapably 
to the role of expectations in the multi- 
plier process. Again, this is an issue that 
Hicks first raised in his original review of 
the General Theory [7, 1936, pp. 242-43]. 

In that review, Hicks makes the point 
that in Keynes’s method of analysis, long- 
term expectations are to be regarded as 
part of the data of the problem. The ana- 
lytical problem then, Hicks makes clear, 
is to find an equilibrium relative to a par- 
ticular set of (given, long-term) expecta- 
tions. As regards the determination of this 
short-period equilibrium, however, it is 
taken for granted, by Keynes, that short- 
term expectations (regarding current 
sales) are always fulfilled. Thus, when ex- 
penditure changes, short-term expecta- 
tions underlying production and employ- 
ment decisions are (correctly) revised, but 
long-term expectations underlying invest- 
ment decisions are unaffected and, in 
Keynes’s system, stubbornly pessimistic. 
'This seems straightforward enough. But 
to distill this from the General Theory is 
a considerable feat, for the General The- 
ory is a somewhat opaque piece of work. 
Here Hicks had the considerable advan- 
tage of being able to appreciate Keynes’s 
method in the light of the method he was 
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himself developing in the course of work- 
ing on Value and Capital, that is, the 
method of temporary equilibrium. Hicks 
would be able to discern that what Keynes 
had hit on was not itself the method of 
temporary equilibrium (it was not nearly 
well-defined and systematic enough to 
constitute that); but on the other hand it 
had much in common with this method, 
in particular its device of considering an 
equilibriiun relative to expectations ex- 
tending beyond the considered time-pe- 
riod, expectations which, from the point 
of view of that time-period, must be 
treated as “data.” It is evident that such 
a method has great attractions — ^it appears 
analytically very powerful in its ability to 
disentangle (or even to define) specifically 
short-run problems. Of course, this can be 
achieved only at the expense of the shock- 
ingly artificial separation of expectations 
into a short-run component (which is al- 
ways fulfilled within the current short-pe- 
riod) and a long-rung component (which 
is given, and completely impervious to 
what goes on within the current period). 
Of course, such a method cannot be justi- 
fied (or not directly justified) on any kind 
of empirical grounds; its only possible jus- 
tification is on grounds of analytical con- 
venience: it enables us to proceed with 
theorizing that can be made manageable 
and has some chance of reaching definite 
conclusions. The only legitimate defense 
of using such a dangerous method would 
be to claim a full appreciation of its limita- 
tions and a constant awareness that in 
practice short-run problems do not appear 
neatly packaged and guaranteed inde- 
pendent of the longer-run considerations 
arising from the economic processes in 
which they are embedded, and from 
which they have been abstracted by ana- 
lytical fiat. 

As it happens, Hicks was himself to 
make extensive use of the multiplier, some 
years later, as a component of his justly 
celebrated Contribution to the theory 


the Trade Cycle, in which he put forward 
an ingenious cycle-generating mechanism 
involving a basically explosive cumulative 
movement constrained to oscillate by 
floors and ceilings [11, 1950, pp. 95-107]. 
In looking at this monograph from the 
point of view of the use and development 
of the multiplier theory, we should not 
lose sight of the task to which the theoriz- 
ing is directed, the skill with which this 
task is achieved, and the need, in making 
this possible, to brush aside a number of 
complications to the postulated cyclical 
mechanism. 

One such complication that is recog- 
nized, discussed, but finally avoided is the 
role of inventories in the cycle [11, 1950, 
pp. 38-39, 47-55]. It is avoided by the de- 
vice of choosing the time period of analysis 
to be the length of time (assumed con- 
stant) that it takes for output to be in- 
creased sufficiently to offset the rate of in- 
ventory decumulation resulting from an 
initiating rise in expenditure: the increase 
in realized net investment accordingly ap- 
pears always one period later than an in- 
crease in planned net investment [11, 
1950, pp. 53-54]. This leaves working cap- 
ital as a spear-carrier in a drama having 
fixed capital in the leading role. 

When we come to the treatment of ex- 
pectations, however, it becomes necessary 
to read between the lines of Hicks’s mono- 
graph. What we find between the lines 
is that in the multipher/ accelerator model 
adopted, production decisions (proxi- 
mately governed by the multipher) are 
always based on correct expectations 
about current sales,- investment decisions 
(proximately governed by the accelera- 
tion principle) are always based on mis- 
taken expectations about the trend in 
sales, the mistakes arising from producers’ 
naive extrapolation of cychcal movements 
in order to determine the requirement 
for fixed capital. The mechanism of the 
model accordingly involves producers in 
constantly mistaking cychcal changes in 
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sales for secular ones; never learning that 
this is what they are doing; but perfectly 
anticipating tbe cyclical changes that are 
being persistently misinterpreted. The 
producers in such a world display a curious 
conjunction of short-run intelligence and 
long-run stupidity, a conjunction that is 
not exposed to view, the treatment of ex- 
pectation in this monograph being left out 
of focus. This lack of explicitness is made 
evident by the fact that Hicks felt it neces- 
sary to emphasize, in the Preface to the 
third impression of the book that: . . 
the inducement of investment, as I con- 
ceive it, and as it is described in Chapter 
IV, is not a mere matter of technical ne- 
cessity; it works through the state of mind 
of entrepreneurs, having a close connex- 
ion with with what I have called in an- 
other place the ‘elasticity of expecta- 
tions’ ” [12, 1956, p. vi]. But the rather 
cavalier treatment of expectations in the 
trade cycle monograph cannot be seen as 
a mere oversight, as this postscript might 
suggest; rather it is absolutely necessary 
to get results from the multiplier and ac- 
celerator used in combination. It leads to 
the most glaring deficiency of the multi- 
plier-accelerator model, namely that it 
generates a cycle which, no matter how 
regular it is nor how often repeated, re- 
mains a source of continual surprise to 
transactors; they never learn that booms 
give way to recessions, nor that recessions 
are superseded by recoveries.*® 

We may conclude that the main source 
of instability making for cumulative move- 
ments in the multiplier-accelerator model 
is the irrational expectations that are built 

In Value and Capital, Hicks had touched on 
this matter in the following way: “Among such other 
causes [of the ending of a boom] we may have to 
include a mere sense on the part of business men 
that the boom has gone on about as long as booms 
do usually go on; so that thetnere lapse of time shifts 
their expectations downwards. Even in a very cycle- 
conscious world it is hard to attach much importance 
to this” [10, 1946, p. 296]. But the difficulties of at- 
taching importance to such considerations are not 
explained, so the remark remains enigmatic. 


into the acceleration principle as a theory 
of investment in fixed caintal. Now the 
irrationality of long-run expectations was 
something vigorously propounded by 
Keynes in the General Theory and consti- 
tutes his ground for seeing- investment in 
fixed capital as the volatile, destabilizing 
element in die economy. So it is of consid- 
erable interest that Hicks should recon- 
sider this aspect of the General Theory 
some 20 years after completing his work 
on trade cjAile theory. He writes [19, 1969, 
p. 313]: 

When I reviewed the General Theory, the ex- 
plicit introduction of expectations was one of 
the things which 1 praised; but I have since 
come to feel that what Keynes gave with one 
hand, he took away with the other. Expecta- 
tions do appear in the General Theory, but (in 
the main) they appear as data; as autonomous 
influences that come in from outside, not as 
elements that are moulded in the course of the 
process that is being analysed. Perhaps it is that 
famous (but I now think rather wicked) chapter 
on “Long-Term Elxpectations” which is the root 
of the trouble. For one can grant that there 
exists an irrational element in expectations (the 
element of which Keynes made so much) with- 
out conceding that they are so irrational as to 
be random — and therefore incapable of being 
moulded, at least to some extent, by policy. 

In seeing Keynes’s chapter 12 as basi- 
cally mischievous and, from the would-be 
theorist’s point of view, nihilistic, Hicks 
puts himself in sharp contrast with that 
group of Keynesian interpreters who have 
seen chapter 12 as the highlight of the 
General Theory; an interpretative key to 
the remainder of that work and perhaps 
even its central message.*^ These inter- 

See, for example, Davidson [2, 1972, pp. 10-32]; 
Minsky [30, 1976, pp. 55-68]; Robinson [38, 1973, 
pp. 3-6]; G. L. S. Shackle [39, 1974, pp. 67-83]. This 
is a sample from the group I have elsewhere referred 
to as “Fundamenta^t Keynesians" [1, 1976, pp. 
1259-63]. Members of this group have characteristi- 
cally taken chapter 12 of the General Theory in con- 
Jimction with chapter 17 on "The Essential Proper- 
ties of Interest and Money,” so arriving at a concern 
with the possibility of macroeconomic instability aris- 
ing from changes in the private sector’s willingness 
to bold its wealth in more or less liquid forms. 
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preton have been greatly impressed 
by the destouctive consequences that 
Keyn^’s chapter 12 has for the "CSassical” 
system that he was attacking; what they 
fail to recognize is that the type of consid- 
erations to be found in chapter 12 would 
have just as destructive consequences, if 
they were turned in that direction, for 
Keynes’s own positive contribution to eco- 
nomic analysis. In fact, the ostensibly de- 
structive facets of the General Theory can 
be reconciled with its constructive parts 
only if we are prepared to look at them 
in terms of the tactics of persuasion, 
rather than in terms of abstract proposi- 
tions and their logical relations. One can 
make most sense out of the General The- 
ory by regarding the destructive parts as 
being concerned with clearing the 
grounds to make room for the construc- 
tive parts. 

I would therefore argue that Hicks’s is 
a sounder interpretation of the General 
Theory than that of those who take chap- 
ter 12 at its face value. It appears that 
one can make far more sense of Keynes’s 
position as a whole by treating chapter 
12 as a manifestation of animal spirits 
rather than as a carefully considered piece 
of analysis. 

V. Concluding Remarks 

In coming to an assessment of Hicks’s 
contribution to Keynesian economics, we 
have to distinguish between his commen- 
taries on Keynes’s own writing (where I 
have focused on the points of clear dis- 
agreement) and his work on the develop- 
ment of what can be broadly considered 
as "Keynesian” ideas, in which sphere I 
have focused on one particular theme. 
Putting the two spheres together, we see 
Hicks as both one of the most severe critics 
of Keynes’s bwn analysis and as one of 
the most vigorous and persistent of those 
who have tried to refine and strengthen 
the basic ideas that emerged from the con- 
troversy instigated by Keynes. The con- 


trast is an instructive one, for it shows tihat 
the whole-heartedness of Hicks’s Keynes- 
ianism manifests itself despite a clear 
awareness on his part of the analytical 
shortcomings of the particular form it had 
then been given. All this is at its clearest 
in Hicks’s disagreement with Robertson 
over the theory of interest, for in that case 
the two were in complete agreement on 
all relevant analytical matters. The dis- 
agreement concerned Hicks’s belief that, 
despite all the admitted analytical short- 
comings of the General Theory, Keynes 
was onto something: that the important 
thing was not what he had succeeded in 
saying, but what he was trying to say. In 
sensing that Keynes was onto something, 
Hicks must have been very much condi- 
tioned by the feeling that the something 
seemed in many respects to be very much 
like what he was onto himself; but how 
much of his own well-developed insights 
was he reading into Keynes’s work? 

Within the first sphere of the interpreta- 
tion and criticism of Keynes’s General 
Theory, we have seen that the tasks that 
Hicks set himself were partly expository — 
restating Keynes’s ideas with an increased 
degree of analytical discipline — and partly 
a matter of adjudicating Keynes’s claims, 
the analytical restatement being such as 
to make this possible. His verdict is that 
Keynes was misguided in presenting his 
own theory as an attack on and as in con- 
flict with the “Classical” system. The 
“Classical” system that Keynes set up as 
a target for attack was simply addressed 
to difiFerent sorts of problems from those 
he was concerned with and, worse still, 
ignored those aspects of the writings of 
the “Classics” that were concerned with 
precisely his sort of problems. Keynes’s 
method of associating national income de- 
termination with saving and investment 
decisions on the one hand, and interest 
rate determination with asset-holding de- 
cisions (as between money and bonds) on 
the other, is demonstrated by Hicks to be 
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not a new theory but ratlier an alternative 
analytical procaiure which, properly han- 
dled, leads to the same results as the previ- 
ously-adopted procedure. This all seems 
very hard on Keynes; and so it is. And 
yet one cannot begin to appreciate the 
development of Hicks’s thought on the ba- 
^ this ansdytical verdict done. For de- 
spite his analytical verdict’s being so un- 
compromisingly harsh, Hicks’s attitude to 
the General Theory was (after some early 
wavering) rmambiguously favorable: in- 
deed he regarded himself as a convert to 
Keynes’s way of thinking (see, e.g. [21, 
1974, p. 5]). 

Within the wider sphere of Hicks’s con- 
tinuing development of Keynesian ideas, 
we have seen how Hicks’s early awareness 
of the multifarious difficulties surrounding 
the multiplier construct was supplanted 
by a willingness to make use of this con- 
struct as a component of a postulated cy- 
cle-generating mechanism and, more re- 
cently, by a renewed interest in the 
difficulties he had originally discerned in 
its operation. It has become apparent that 
Hicks has repeatedly set himself the task 
of thinking about the multiplier as an un- 
folding process, in which it is necessary 
to understand how changed levels of ex- 
penditure impinge on, and modify, the ex- 
pectation and hence the plans of produc- 
ers. In this way he is eflFectively asking 
the key question for Keynesians: under 
what circumstances will fiscal policy have 
a reliable effect on the level of economic 
activity, and precisely what is the mecha- 
nism by which its effects reach decisions 
on output and employment? 

References 

1. Coddington, Alan. “Keynesian 
Economics: ’The Search for First Prin- 
ciples,”/ Econ. Lit, Dec. 1976, 14(A), 
pp. 1258-73. 

2. Davidson, Paul. Money and the real 
world. London: Macmillan, 1972. 

3. “Post-Keynes Monetary TTie- 


987 

ory and Inflation,” in WEiNTRAire [41, 
1977], pp. 275-93. 

4. Dillard, Dudley. The economics of 
John Maynard Keynes: The theory of 
a monetary economy. London: Crosby 
Lockwood, 1958. 

5. Fisher, Malcolm R. “Professor 
Hicks and ^e Keynesians,” Eoo- 
nomica, August 1976, 45(171), pp. 
305-14. 

6. Harris, Laurence. "Professor Hicks 
and the Foundations of Monetary 
Economics,” Economica, May 1969, 
56(142), pp. 196-208. 

7. Hicks, John R. “Mr. Keynes’ 'Theory 
of Employment,” Econ. /, June 1936, 
46(182), pp. 238-53. 

8. “Mr. Keynes and the ‘Clas- 

sics’,” Econometrica, April 1937, 5(2), 
pp. 147-59. 

9. “The Monetary Theory of 

D. H. Robertson,” Economico, Feb. 
1942, 9(33), pp. 53-57. 

1 0 Value and capital. Second edi- 

tion. Oxford: Oxford University Press, 
Clarendon Press, [1939] 1946. 

11. A Contribution to the Theory 

of the Trade Cycle. Oxford: Oxford 
University Press, Clarendon Press, 
1950. 

12. “Preface,” in A contribution 

to the theory of the trade cycle. 'Third 
impression. Oxford: Oxford Univer- 
sity Press, Clarendon Press, 1956. 

13. “Liquidity,” Econ. J., Dec. 

1962, 72(288), pp. 787-802. 

14. Capital and growth. Oxford: 

Oxford University Press, 1965. 

15. Critical essays in monetary 

theory. Oxford: Oxford University 
Press, Clarendon Press, 1967. 

16 “The Two Triads,” in [15, 

1967], pp. 1-60. 

17. “'The ‘Classics’ Again,” in [15, 

1967], pp. 143-54. 

18. “Monetary 'Theory and His- 

tory — An Attempt at Perspective,” in 
[15, 1967], pp. 155-73. 



988 Journal of Economic Literature, Vol XVII (September 1979) 


19 "Automatists, Hawtreyans, 

and Keynesians,” / Money, Credit, 
Banking, August 1969, /(3), pp. 307- 
17. 

20. “Recollections and Docu- 

ments,” Economica, Feb. 1973, 

pp. 2-11. 

21. The crisis in Keynesian eco- 

nomics. Oxford: Basil Blackwell, 1974. 

22. “Some Questions of Time in 

Economics,” in Evolution, welfare 
and time in economics: Essays in 
Honor of Nicholas Georgescu-Roegen. 
Edited by Axthony M. Tang, 
Fred M. Westfield, and James S. 
Worley. Lexington, Mass.: Heath, 
Lexington Books, 1976, pp. 135-51. 

23. Economic perspectives: Fur- 

ther essays on money and growth. Ox- 
ford: Oxford University Press, Claren- 
don Press, 1977. 

24. Johnson, Harry G. “The General 
Theory after Twenty-five Years,” 
Amer. Econ. Rev., May 1961, 51(2), pp. 
1-17. 

25. Keynes, John M. The general theory 
of employment, interest and money. 
London: Macmillan, 1936. 

26. "The General Theory of Em- 

ployment,” Quart.]. Econ., Feb. 1937, 
51(2), pp. 209-23. 

27. The collected writings of John 

Maynard Keynes. Vol. XIII. The Gen- 
eral Theory and after: Pt. 1. Edited 
by Donald Mocgridge. London: 
Macmillan, 1973. 

28. The collected writings of John 

Maynard Keynes. Vol. XIV. The Gen- 
eral Theory and after: Pt. 2. Edited 
by Donald Moggridge. London: 
Macmillan, 1973. 

29. Kregel, Jan A. The reconstruction of 
political economy. London: Macmil- 
lan, 1973. 


30. Minsty, Hyman P. John Maynard 
Keynes. London: Macmillan, 1976. 

31. “An ‘Economics of Keynes’ 

Perspective on Money,” in Wein- 
TRAUB [41, 1977], pp. 295-307. 

32. Ohun, Bertil. “Some Notes on the 
Stockholm Theory of Savings and In- 
vestment,” Econ. J., March and June 
1937, 47(1,2), pp. 53-69, 221-40. 

33. Patinkin, Don. "Liquidity Prefer- 
ence and Loanable Funds: Stock and 
Flow Analysis,” Economica, Nov. 
1958, 25(100), pp. 300-18. 

34. Keynes’ monetary thought: A 

study of its development Durham: 
Duke University Press, 1976. 

35. Perlman, Morris. “The Roles of 
Money' in an Economy and the Opti- 
mum Quantity of Money,” Econom- 
ica, August 1971, 58(151), pp. 233-52. 

36. Robertson, Dennis. “Mr. Keynes 
and the Rate of Interest,” in Essays 
in monetary theory. London: P. S. 
King, 1940. 

37. Robinson, Joan. Economic heresies. 
London: Macmillan, 1971. 

38. “What has become of the 

Keynesian Revolution?” in After 
Keynes. Oxford: Basil Blackwell, 1973, 

pp. 1-11. 

39. Shackle, George L. S. Keynesian 
kaleidics: The evolution of general po- 
litical economy. Edinburgh:^ Edin- 
burgh University Press, 1974. 

40. Tsiang, S. C. “Walras’ Law, Say’s Law 
and Liquidity Preference in General 
Equilibrium Aiudysis,” Inter. Econ. 
Rev., Sept. 1966, ^3), pp. 329-45. 

41. Weintraub, Sidney, ed. Modem eco- 
nomic thought Philadelphia: Univer- 
sity of Pennsylvania Press, 1977. 

42. “Hicksian Keynesianism: 

Dominance and Decline,” in Wein- 
traub [41, 1977], pp. 45-66. 



Journal of Economic U^ratura 
Vol XVII (September J979), pp. 989-993 


On Coddington’s 
Interpretation: 
A Reply 

#vJoHN Hicks 

All Souls College 
University of Oxford 


T HAVE FELT bound to take the opportu- 
nity, which has been offered me, of 
commenting on the preceding paper; but 
1 must confess that the task is one that I 
find a bit embarassing. Things written 
twenty or even forty years ago are fair 
game for the historian; it seems unfair to 
Dr. Coddington that the author whose 
work he is discussing should be still alive! 
It is quite a question whether the Hicks 
of 1979 has any more right to pronounce 
on the Hicks of the thirties than he has. 

There are nevertheless a few things I 
should like to say. First of all, I do not 
easily recognize myself as a “whole- 
hearted Keynesian.” I am tempted to 
claim that I have never been such; but, 
looking back with such candor as I can 
manage, I must admit that there have 
been some of my writings in which I have 
appeared to take for granted a quite nar- 
rowly Keynesian model. The chief of these 
is my book on the Trade Cycle [7, 1950].* 
I don’t now think much of that book; with 
most of what Coddington says about it, I 
agree, and have done so for some time.* 

' All dates attached to reference to my works are 
here, as is surely appropriate, dates of otiginalpdbM- 
cation. 

*See comments in Economic Perspectives [16, 
19771 pp. 177-81. 


Regarding it as a positive “contribution" 
(as it claimed to be), there is not much 
in it; only as a critique of Harrod’s exten- 
sion of the Keynes theory, which is what 
it was in substance, can it to some extent 
still stand. 

But I had better go back to the begin- 
ning. It is recognized by Coddington that 
I had done some relevant work, even be- 
fore the General Theory [18, 1936] ap- 
peared. He alludes to my paper on 
“Money” [2, 1935] and to the fact that 
Value and Capital [5, 1939] must already 
have begun to be written (which of course 
is correct). But he does not allude to the 
paper on “Wages and Interest” [3],* which 
ai^ared in the Economic Journal in Sep- 
tember 1935. In that paper there is a for- 
mal statement, in Walrasian terms, of the 
equivalence between the loanable funds 
determination of the rate of interest and 
the determination by demand for money. 

’Though this paper is dated from Cambridge, 
where I had moved in the month of its publication, 
it was of course written before I left the London 
School of Economics. I had certainly heard reports 
that Keynes was determining the rate of interest 
by supply and demand for money; my paper was 
in some degree a reaction to them. I mention it here 
because it is firm evidence that 1 hstd made up my 
mind on the loanable funds question before I wrote 
my reviews of the General Theory. 
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I had that behind me, in print, before I 
read a page of the General Theory. 

It may thus be understood that my first 
reaction, when I did read it, was to regard 
it as a relative of the theory I was myself 
trying to construct; and as such to be 
warmly welcomed. It was in that spirit 
that I wrote my reviews. I could not make 
this explicit, since Value and Capital was 
far from completed; and Keynes was a 
great man, while I was a mere beginner. 
Yet I felt, from the start, that Keynes's 
was not a general theory.'* It was his 
method of attack, the kind of model that 
he was using, of which I so warmly ap- 
proved. On some, at least, of his empirical 
assumptions, and on the policy prescrip- 
tions that he held to follow from them, I 
already had some reservations. 

It has not been generally noticed that 
the device by which I made my IS-LM 
diagram is similar to that which I used 
in Value and Capital [5, 1939], chapter 
5, for collapsing a three-way exchange on 
to a single figure. So it also was a product 
of my Walrasianism. It is not surprising, 
in consequence, that those who were un- 
willing to think of the price-system as an 
equilibrium of related markets (Dennis 
Robertson on the one hand, Joan Robinson 
on the other) did not care for it. Neither, 
accordingly, was ready to admit, what 
seems to follow from the /5-LA/ diagram, 
that the Keynes theory, and the so-called 
“classical” theory, are both of them special 
cases of something more general. 

This was not made explicit until “The 
‘Classics’ Again” [13, 1967], on which Cod- 
dington has much to say; but I am sure 
that I had the substance of what I said 
there long before that.® I must have lec- 

* So I remember requesting that my first review 
(in the Economic Joumal[A, 1936] should be entitled 
“Mr. Keynes’s Theory of Employment,” not "Gen- 
eral Theory." 

* I have no direct evidence for this statement, al- 
thou{^ there is indirect evidence in the peculiar 
way that “The ’Classics’ Again” first appeared. The 
content of that article was the ntajor part of what 
was suffused to be a review of Don Patinliiffi’s 


hired on IS-LM almost every year from 
1938 onwards; as soon as one incorporated 
the change in wages that (on the most or- 
thodox Keynes) must follow on the attain- 
ment of full employment, one must soon 
have been driven to that kind of general- 
ization. So when, at this stage, I counted 
myself a Keynesian, it was an IS-LM 
Keynesian that I meant. I was contending 
that Ke)Tie8’s model, though an extreme 
case of the general IS-LM model, is an 
extreme case that is outstandingly impor- 
tant. 

1 nevertheless regret the concluding 
passage of “Classics Again,” in which this 
statement appears; for already, when it 
was published in 1957 [9], I had moved 
further forward. I was already pushing on 
beyond IS-LM Keynesianism; though 
when, as in “Classics Again,” I was doing 
an /S-LA/ exercise, I could find myself slip- 
ping back into it.® 

The evidence for this is my contribution 
to the Festschrift for Erik Lindahl, a paper 
entitled “Methods of Dynamic Analysis” 
[8]; this had already appeared in 1956. 
Coddington, it is clear, had not seen it; 
and, considering the way it was pub- 
lished,’' that is not surprising. Indeed, it 


Money, Interest and Prices [9. Hicks, 1957] I found 
myself unable to get to grips with Patinkin, so I just 
fell back on what had become my standard approach 
to what 1 thought was his problem (which was very 
unfair to him). When I reprinted the paper in Criti- 
cal Essays [13, 1967] the Patinkin reference was 
taken out, for I had come to see that it was quite 
inappropriate. Even so, there are filings in it (as I 
am reminded by Coddington’s quotations) that be- 
long to a phase in my thought, udlitAi was superseded 
by 1967. 

• The "Attempt at Perspective” [14, 1967], which 
is printed after “Classics Again” in Critical Essays, 
deals with the same question in a different way. It 
was written several years later and is (I now think) 
better balanced. 

' It appeared in a volume entitled Twenty-five 
Economic Essays in English, German and Scandina- 
vian Languages— enough to frighten any librarian! 
I ought to have reprinted it in Critical Essays; but 
I thought (I now think mistakenly) that its content 
had been absorbed into Capital and Growth [10, 
1965]. It is a sharper statement than anything in 
the latter book. 
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was hot untU I re-read it, for tire purpose 
of tihs ''Reply,” that I realized how impor- 
tant it is in explaining the development 
of my thought. It is the begpnning of my 
new work in tins field since that date.* 

Its formal theme (as was appropriate for 
the place of its publication) was the rela- 
tion between the Swedish ex ante ex post 
analysis, the method originated by Lin- 
dahl, and the method of Keynes. I con- 
tended, as in relation to the rest of Lin- 
dahl’s work seems rather evident, that he 
began by thinking in terms of the govern- 
ment’s budget — the estimates for the year 
that is to come, and the actuals for the 
year that is over. Both of these, it will be 
noticed, are flow accounts, though flow ac- 
counts of diflerent kinds. Lindahl works 
entirely in terms of flow accounts. Keynes, 
by contrast, was thinking in terms of busi- 
ness accounts — income and expenditure 
accounts, which are flow accounts, on the 
one hand, and the balance sheets, which 
are stock accounts, on the other. It was 
not until I wrote this paper that I realized 
that the most fundamental contribution 
of the General Theory — which remains 
when much that is more obvious, but also 
more ephemeral, is cut away — ^was the de- 
cision to use the business accounting 
framework as an instrument of analysis. 

I further showed, in the same paper, 
that one can cross this Swedish-Keynesian 
(public fiiumce-business finance) dichot- 
omy with another. It is what I have later 
called the fixprice — flexprice distinction, 
though I had not yet found that conve- 
nient terminology in 1956. 1 talked about 
fixprice markets as Q-markets, and flex- 
price markets as P-markets. But the mean- 
ing is much the same. 

There were thus, in principle, yburcom- 
partments. The theory that I had ad- 

“ Capital and Growth [10, 1965], especially chap- 
ters 5-4S and 23; Critical Etsaps in Monetary Theory 
[11, 1667], especially 3, 9, 10; Crisis in Keynesian 
Economics [15, 1974]; Eamomic Perspectives [16, 
1977], especially essay 3 and prefatory survey; 
Causality in Economics [17, 1079], chapters 5-7. 


vanced in Vahte and Capital [5, 1939] ap- 
peared as a fiejqprice theory of Sweditii 
type; while Lindahl, who could not bring 
himself to accept the ridiculously instanta- 
neous price-adjustment to wfoch I had 
there committed myself, "h^ much more 
of a fixprice theory. Neither of these is a 
stock-flow theory; so they are separated 
horn Keynes, and from variations on 
Keynes, quite sharply. That (incidentally) 
is a considerable clarification! On tiie 
stock-flow side, one could conceive of a 
pure fixprice theory, such as is sketched 
out in chapters 7-8 of Capital and Growth 
[10, 1965], and perhaps of a pure flexprice 
theory. But when one considered that in 
practice some markets appear to work in 
a fixprice manner, with prices being 
changed by acts of policy, while in others 
prices are more directly determined by 
supply and demand, a mixed model, with 
some markets working one way and some 
the other, looked better than either ex- 
treme. But that is not exactly what Keynes 
gave us, as I proceeded to explain.* 

A complete stock-flow theory would presum- 
ably proceed on P-lines when dealing with mar- 
kets for which a P-approach was appropriate, 
and on Q-Unes when dealing with markets for 
which a Q-approach was appropriate. It would 
show prices in the P-markets being directly de- 
termined by stock equations, with the flow rela- 
tions affecting price-expectations which would 
react back on current prices. It would show 
quantities in the Q-markets primarily deter- 
mined by the flow equations, but with stock 
relations reacting back on the flow equations 
by the generation of induced investment (or 
disinvestment). Thus in both sorts of markets 
both stock and flow relations would come into 
the picture, but their role would be different 
in the two cases. 

In contrast to this complete theory, we can see 
what it was that Keynes did. In the first place, 
he used a P-approach for one market only (that 
for bonds); all other markets were dealt with 
on Q-lines. (This was a superb simplification, 
but the procedure was by no means perfectly 

* Since this 1956 paper is relatively inaccessible, 

I may perhaps be permitted a long quotation. 
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a oorapleta theoty would surely have 
used P-methodi for quite a number of difcrent 
financial markets, and for some commodity 
markets also.) Next, so far u his one P-market 
was conoemed, he concentrated attention al- 
most entirely on the stock equation, the fiow 
aspect of thM market being pushed right into 
the background. . . . Thirdly, so far as all re- 
maining markets, taken to be Q-markets, were 
concerned, he similarly concentrated attention 
on one side, this time on the fiow side. (That 
is only justlfiaMe if we take it that businesses 
are prepared to allow their stock, and indeed 
the whole make-up of their asset structure— 
to vary a good way away from its normal rela- 
tion with output without taking steps to right 
the relation.) These, so it now seems to me, 
are the centra) simplificatloiu which are the 

basis of the so-called “General Theory.” 

It is unnecessary to emphasise what power 
these simpliflcatioiu give. As all experience has 
shown, the Keynes theory is a highly efficient 
theory; it is easy to use, and the range of real 
problems to which it can be applied is very 
wide. That is why it has worked a “revolution.” 
But though it is needless to dilate upon this 
strength, there is one further reason for it 
which I have not yet mentioned. It is because 
Keynes reduced the whole theory of the Q- 
markets to their flow equations that he was 
able, in effect, to aggregate those markets, re- 
placing them by a single market governed by 
a single relation — the Consumption function. 
Thus he boiled down the whole economy into 
one Q-market and one P-market, linked by a 
single price-link — the effect of the rate of inter- 
est on (otherwise autonomous) investment. 

If we look at the Keynes theory in this light, 
we can give it full credit for its virtues — without 
allowing it to bamboozle us. The real stroke 
of genius that went to its making was Keynes's 
perception that the economic system of reality 
was moving into a shape which made it capable 
of this great simplification; so that a dynamic 
theory of exceptional efficacity had come, at 
least for the time being, into reach. But the 
Keynesian theory was not merely the child of 
genius; it was also the heir of luck. The world 
of the thirtiM, which was Keynesian for one 
reaaon— because die working of the price- 
mechaniam was so largely suspended by De- 
presafob— was succeeded by the world of the 
forties which was Keynesian for quite another 
reaaim— because the price-mechanism was su- 
perseded controls. But one has a feeling dut 


the world of the flfdet is not Keynesian in eitfaer 
of these ways; it may be Keynesian in its poB- 
cies, but it is not Keynesian in its working. If 
there is any simplification which is appixqiiiate 
to our present problems, it must be a simpliflca- 
don of a somewhat dilermit character. 

But it is not inevitable that there should be 
any single simplification which is appropriate. 

[8, 1956, pp. 149-^.] 

All the same, since 1 wrote that, I have 
gone on looking for simplifications. The 
challenge that has been presented by the 
seventies has been sharper than that pre- 
sented by the fifties, but I have tried to 
meet it.*” And I have gone on trying to 
find simplified models of the financial sec- 
tor, which should be capable of dealing 
with a wider range of problems than on 
this side the General Theory deals with. 
[11, 1967; 15, 1974, II; 16, 1977, pp. 75- 
80]. In all this work I have been, in a wide 
sense, but only in a wide sense, Keynesian; 
not in the sense of any literal adherence 
to his work, but in the sense of trying to 
do what I think he would have tried to 
do, if confronted with difiPerent real prob- 
lems from those with which he was con- 
fronted. 

1 think that this, or something like this, 
has always been my attitude; and, in view 
of what I have said about my earlier writ- 
ings, that may perhaps be accepted. It ex- 
plains, incidentally, the “Seurat” passage 
in my review of Robertson [6, 1942] <to 
which Coddington gives more attention 
than it deserves). I was already aware that 
my own version of Keynes, what I had 
got from Keynes, incorporated no more 
than a part of what was in his book; but 
I regarded a good deal of the remainder 
as fumblings, or preliminary sketches 
which, once one had grasped the main 
theme, needed no further attention. I was 
thus a bit impatient with the textual criti- 
cism, so dear to Robertson; for I was sure 

Not so much in Crisis(15, 1974] as in the section 
on “Ourselves” in Economic Perspectives (16, 1977, 
pp. 86-107]. 
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that one couM be a Keyne^an, m my sense 
(as it then was) without holding that the 
text of his book was divinely inspired. (I 
accept that the “Seurat" simile did not 
bring out what I meant.) 

Most of the rest of that review was a 
tribute to Robertson, and so, 1 know from 
what he told me, he himself regarded it. 
He, from early days, had been very good 
to me; so I wanted to agree with him much 
more than I wanted to agree with Keynes. 
I have often wondered how my later writ- 
ings, those written after his death, would 
have pleased him or displeased him. 
There are some things in them that might 
have pleased him, but I fear he would say 
that there were some things in his ap- 
proach on which, even in Cm*j[15, 1974], 
and even in Perspectives [16, 1977], I had 
not laid my hand. It is just possible that 
in my very latest work, which will appear 
at about the same time as this note [17, 
1979, ch. 5-7]. I may have got nearer to 
it. For in that place I have ventured 
doubts, not just about the details of Key- 
nes’s construction, but about its basis, the 
stock-flow method of analysis, itself. How 
does one fit a stock relation and a flow 
relation together? I find that there are 
some things to be said about that, which 
are rather interesting. And they may per- 
haps point to ways by which one could 
possibly push on further. 

There are a few special points on which 
I might add a few comments, points that 
are not treated at length in Coddington’s 
paper, but which have been made by 
other authors who are quoted by him, evi- 
dently with approval. 

First of all, a bit more about the fixprice- 
flexprice distinction, which (as will have 
been seen) is rather crucial. I have been 
accused, as for instance by Malcolm 
Fisher,*' of using the distinction in differ- 
ent ways in different places. That is true, 
but I don’t think there is any confusion. 

“ In his perceptive review of my CrisishooV. H, 
1976 ]. 


If one is using it as a way of classifying 
models, then one can say that in the fix- 
price markets (of the model) the determi- 
nation of prices is taken outside the model. 
The distinction can be used in that way 
without any more justi^cation than the 
fact (it surely is a fact) that such models 
have been used. Only when one turns to 
the question of applicability must one go 
further; so one must point to actual experi- 
ence to which such a model might possibly 
apply. *1116 most obvious is that in which 
prices are fixed by some external author- 
ity; but it is clearly not that which many 
authors,'^ and I myself, have mainly had 
in mind. 

Consider the case of a firm that puts 
out a price list (there are such)); since it 
costs something to put out a price list, it 
cannot be done every day. The price list 
is thus an offer to sell, at the stated prices, 
during some future period — let us call it 
a “year,” though it may be much shorter 
than a calendar year. At the time when 
the price list is issued, the firm does not 
know what its sales during the year will 
be; it has had to determine its prices on 
the basis of information derived from past 
sales, and maybe from other sources. It 
may happen, during the year, that the 
sales of some product are much worse 
than expected; in that case it may well, 
again during the year, offer discounts; but 
it is unlikely that the price will be corre- 
spondingly reduced during the next 
year — it is much more likely that the prod- 
uct will be discontinued. It may happen, 
on the other hand, that sales are much 
larger than expected; but the firm would 
break faith with its customers if, during 
the year, it raised its price — it is much 
more likely that it will just keep them 
waiting. Nor is it at all inevitable that the 
price in the next list will be raised, just 
because the product has done well; for 

“ Including Arthur Okun, whose distinction be- 
tween "customer” markets and "auction” markets 
largely corresponds. But I prefer my terminology. 
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there is the alternative of increasing out- 
put {which, excepting in cases where price 
and marginal cori are equal, which we 
now know to be uncommon) will be profit- 
able. 

It is not my contention that this type 
of behavior is inevitable, or universal. But 
in a world where the future is much more 
uncertain than it is in the textbooks, it 
must surely occur, not so infrequently. 
Where it occurs, it will be a fair approxi- 
mation to take it that prices are related 
to costs, rather than determined by supply 
and demand. But the extent to which this 
occurs is an empirical question, on which 
the theorist has no right to pronounce. 
What can be done, in theory, is to use a 
mixed fixprice-flexprice model, the extent 
of the two kinds of market being left to 
be judged, in application, in each particu- 
lar case. 

Another matter on which I feel bound 
to say a word is my “suggestive but highly 
problematic idea” (as Coddington calls 
it*®) about the “transactions demand” for 
money. 1 maintained that what has been 
called the transactions demand is not a 
voluntary demand for money; it depends 
"upon the pattern of transactions con- 
ducted, not upon any individual decisions, 
not even upon any aggregate of individual 
decisions. ... It is the indirect conse- 
quence of decisions taken for quite other 
reasons, with no direct calculation of their 
monetary repercussions” [11, 1967, pp. 
14-15]. Or, as I said in another place “the 
amount of money which is held (on the 
average) in this way will be a consequence 
of the general pattern of production (or 
consumption) on which the unit is en- 
gaged; it is the money requirement for 
the current pattern” [12, 1967, p. 40]. I 
would not of course deny that there is to 
some extent -a choice of pattern, or plan, 
and that this choice is voluntary; what I 
was maintaining is that the average 

** P. 972 of this journal. 


money holding, which is admittedly a con- 
sequence of the choice of plan, is a very 
indirect consequence, which cannot be 
easy to perceive, so that as an element 
affecting the choice, it is unlikely to be 
important. I would on the other hand 
freely admit that when fihere is a choice 
between financing the pattern by the use 
of one sort of money, or near-money, and 
another, the decision between them is 
fully voluntary. What I said was meant to 
be read in terms of means of payment in 
general. 

Perhaps I should also say something 
about the “floor to the rate of interest," 
which was so important in Keynes’s own 
thinking, and which fiigured a good deal 
in my earlier writings on Keynes. One can 
see why it appeared, in the thirties, to be 
such EUi important matter; in the inflation- 
ary conditions to which we have now be- 
come accustomed, it is irrelevant. I stated 
what I had come to think about it, theoret- 
ically, in the third of my “Two Triads” 
papers [12],*^ in 1967. I have in no way 
changed my mind on this matter since 
that date. 
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On Latsis’s 

Method and Appraisal in Economics: 
A Review Essay** 

Bv Lionel Robbins 


I 

I N September 1974 there took place, 
at Nafplion in Greece, a gratifylngly 
snudl but distinguished conference of a 
somewhat unusual natiu-e. Its object was 
to examine the general grounds of ap- 
praisal of the status and the progress of 
scientific theories, particularly with refer- 
ence to the views of the late Imre Lakatos 
embodied in his conception of the Meth- 
odology of Scientific Research Program- 
mes as developed in his notable contri- 
bution to the Symposium Criticism and 
the Growth of Knowledge, edited by him- 
self and Alan Musgrave [5, 1970]. But in- 
stead of ascending into the stratosphere 
of pure speculation, the organizers of the 
conference decided to focus their princi- 
pal attention on two fields, the history of 
physical science and economics respec- 
tively; and by concentrating on theories 
and progress in these subjects to bring 
greater concreteness to the discussion of 
the general problem. This volume, splen- 
didly edited by one of the principal orga- 
nizers and contributors to the conference. 
Dr. Spiro Latsis, embodies the papers con- 
tributed and* evoked by the sessions de- 

* Method and appraisal in economics. Edited by 

Sn|io J. Latsis. Ciunbridge; New York and Mel- 
bourne; Cambridge University Press, 1976. Pp. viii, 
2S9. $17 JtO. 


voted to economics. A companion volume. 
Method and Appraisal in the Physical Sci- 
ences, edited by Colin Howson [2, 1976], 
does the same thing for the other sessions. 
Together they are records of an occasion 
that I personally foimd more stimulating 
than any other conference I have ever at- 
tended. 

The titles of both these books, although 
generally felicitous, are perhaps apt to 
give the impression that their content 
matter is concerned indifferently with the 
normative and the positive; and indeed 
the occasional appearance of versions of 
the more formal statements of the re- 
quirements of the Lakatos Programme 
may convey the same thought— histori- 
cally the word methodology has been it- 
self somewhat ambiguous in this respect. 
It is therefore a welcome circumstance 
that, in his Preface, Dr. Latsis should ex- 
plicitly repudiate this interpretation and 
make it clear that, according to Lakatos, 
“the proper domain of philosophy of sci- 
ence is the appraisal of past achievements 
and not the rendering of heuristic advice” 
(p. viii). Appraisal may indeed involve ex- 
amination of method. But it does not pre- 
scribe the mode of the evolution of 
thought. 

The contributions to this symposium 
cover a wide field. Dr. Latsis introduces 
the subject and illustrates his theme by 
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an ittuminatory critique of the present 
state of the theory of the firm. Professor 
A. W. Coats and I^ofessor Herbert Simon 
deal with aspects of the connection be- 
tween Economics and Psychology. Pro- 
fessors Axel Lelionhuivud and Neil de 
Marchi deal, respectively, with Keynes 
and the Leontief paradox, and Professors 
Mark Blaug, T. W. Hutchison, and Sir John 
Hicks discuss wider aspects of the congru- 
ence of the criteria proposed and the his- 
tory of economic thought. Clearly it would 
be impossible, in an article of diis length, 
to survey in detail all the different aspects 
of these various contributions. I hope, 
therefore, that it will not be thought inap- 
propriate if in the course of this review 
I mainly present my own views on the 
general problems involved with due refer- 
ence to relevant points made by the distin- 
guished authors. 

II 

The subject is Economics. Its general- 
izations cover any aspect of behavior that 
is conditioned by the existence of scar- 
city — scarcity of time, of productive pow- 
ers, of goods and services of ail types. So 
far as I know, the first approach to this 
conception occurs in Hume’s discussion of 
property in his Treatise of Human Nature 
[3, 1882, pp. 261-62] and in various con- 
nections it crops up again and again in 
one form or another in subsequent litera- 
ture — the idea that it only emerges in my 
youthful writing is erroneous. Whenever 
the objectives of conduct are various and 
the means of achieving them are limited, 
it is not difficult to see that it has a compre- 
hensive application. Where there is no 
scarcity of the various kinds indicated, 
there is no behavior that has an economic 
aspect. 

It has been objected that this concep- 
tion is either too wide or too narrow: on 
the one hand there is a vast field of behav- 
ior influenced in one way or another by 
the fact of scarcity, which is of no particu- 


lar inters; on the other hand there are 
many influences outside the spheres of 
markets and exchange, which economists 
should take into account. So far as widdi 
is concerned, it is quit|^ true that much 
conduct having an economic aspect is ex- 
tra-marginal as regards systematic study. 
But this is true of most other aspects of 
reality that are the subject of systematic 
investigations. In natural science, equsJly 
with social studies, we concentrate on 
problems of interpretation rather than ex- 
amine just any phenomena that happen 
to strike our attention. As regards the ac- 
cusation of narrowness, I suspect this rests 
on misapprehension due perhaps to un- 
due preoccupation with the theory of ex- 
change. In fact, explanation of the influ- 
ence of scarcity extends far beyond the 
inunediate incidence of catallactics: it cov- 
ers questions of incentive, institutions, and 
indeed much of the legal framework of 
society, not to mention matters of indis- 
criminate, as well as of discriminate, bene- 
fit. 

This brings me to the question of the 
relation of Elconomics to Psychology. Pro- 
fessor Coats gives an interesting account 
of the abortive attack by certain American 
economists, chiefly at the turn of the cen- 
tury, on mainstream Economics on the 
ground that it took no account of the pub- 
lished views of psycht^ogists or indeed of 
psychological factors outside narrow con- 
ceptions of pecuniary interest — though 
whether this attack should be dignified as 
a methodological research program in the 
Lakatos sense is perhaps a matter on 
which opinions may vary. 'The fact is, of 
course, that, from a very early stage, psy- 
chological interpretations and elements 
have played a part in economic general- 
izations. The first part of Adam Smith’s 
famous chapter on differences in wages 
and profits in different employments 
where he deals with what he would call 
“natural” influences [12, 1976, ch. 10], 
makes it abundantly plain that tendencies 
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to equiUbrium in these connections are 
tendenciei not to equality of money re- 
turns, but rather to equality of net advan- 
tages, including anticipated social esteem, 
subjective reactions to alternative occupa- 
tions, and various attitudes to uncertainty. 
If one had to ask which part of Smith’s 
detailed analytical system had survived 
into modem treatments, this would have 
strong claims to high priority. 

Let me dwell a little on the position of 
uncertainty in economic analysis for, with- 
out calling into criticism Professor Simon’s 
very interesting reports concerning the 
tests he has made of various kinds of reac- 
tion to uncertainty, I confess I am more 
than a little puzzl^ by his suggestion that 
what he calls substantive rationality has 
dominated the field of speculation up to 
a recent date. In this respect again, I 
would invoke the Wealth of Nations with 
its piquant account of the effect on recruit- 
ment to certain occupations of “the over- 
weening conceit which the gp-eater part 
of men have of their own abilities . . . 
[and] their absurd presumption in their 
own good fortune” [12, 1976, p. 124]. In 
this connection I recall also that the third 
approximation in Irving Fisher’s Rate of 
Interest [1, 1907], one of the greatest ana- 
lytical works of the first half of this cen- 
tury, is specifically directed to the effects 
of comparative ignorance on the upshot 
of investment. Nor can I forget the pro- 
found discussion of the nature and effects 
of uncertainty in Frank Knight’s brilliant 
Risk, Uncertainty and Profit [4, 1921]. I 
am naturally fascinated by the experi- 
ments in computational method on reac- 
tion to uncertainty by Professor Simon 
and his associates, but I should doubt if 
the results had more than limited spatial 
and temporal validity as illustrations of 
assumptions that have been built into gen- 
eral economic analysis for quite a long 
time. Professor Simon would not, 1 am 
sure, contend that they relate to the reac- 
tions of, say, present-day Eskimos and 
Melanesians, or Americans of the seven- 


teenth and twentiedi century— let alone 
the twenty-first century when it arrives. 

Still crossing the t’s and dotting the i’s 
of the psychological elements in economic 
analysis, I cannot resist a slight gloss on 
Dr. Latsis’s suggestion that my own out- 
look is confined to the assumption of ra- 
tional conduct. This must certainly be en- 
tirely due to expository failure on my part: 
my early writing on such subjects offered 
many very legitimate targets. But if “ra- 
tional action” means, as I think it should 
mean, consistent action, in the sense that, 
if one prefers A to B and B to C, then it 
is consistent to prefer A to C and inconsis- 
tent to prefer the contrary, I certainly do 
not hold that all action that is not vegeta- 
tive must be regarded as rational in the 
sense that mutually contradictory prefer- 
ences and policies on the part of single 
individuals or collections of individuals are 
ruled out. I think a good deal of the appli- 
cation of economics to practical policy is 
devoted to elucidation of just such situa- 
tions. The fact that for certain purposes 
of pure analysis — a Walrasian equilibrium 
for instance — it is useful to assume ratio- 
nality in the sense of consistency, certainly 
does not oblige us, at least from my out- 
look on our subject matter, to rule out aU 
situations involving scarcity that do not 
conform to this assumption. 

Ill 

I now come to the essential similarities 
and differences between physical and eco- 
nomic sciences. 

As regards the logical status of the re- 
spective propositions concerned, there 
can surely be no dispute in either case 
to Hume’s distinction between ought and 
is. I certainly believe that in what I call 
Political Economy as distinct from pure 
Economics {i.e., the application to public 
policy of economic generalizations claim- 
ing scientific status)* there is, or should 

* S«e My Political Economy; Past and Present, 
pages 1-3, ibr an explicit justification of this terminol- 
ogy [10, 1976]. 
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be, much normative a{^>eal to matters of 
ethics or sociel. philosqphy involving 
judgements of value rather than judge* 
ments of iact. But on the positive analysis 
q£ the implications for behavior of the fact 
of scarcity — Economics — see no reason 
to recognize any difference between such 
generalizations and die generalizations of 
Physics or of Biology. 

Nor do I claim that, as regards appraisal, 
there is an ultimate difference. General- 
izations about physical or economic phe- 
nomena are essentially coujectures, capa- 
ble of deductive development, but, while 
exposed to refutation by appropriate test- 
ing, incapable of final and definite proof. 
In this respect I am a convinced Pop- 
perean. I do not regard Lakatos’s Method- 
ology of Scientific Research Programmes 
as, in any important respect, contradictory 
to Popper’s main contention. Indeed I 
would regard his prescriptions, his “hard 
core’’ propositions, his heuristic postu- 
lates, his “protective belt,’’ and his insis- 
tence that broad programs of research 
should not be deterred by incidental fail- 
ure as a distinguished spelling out of impli- 
cations of the main body of Popper’s con- 
tribution. I confess that while recognizing, 
in appropriate places, differences in stylis- 
tic emphasis in Popper’s exposition, I do 
not regard these differences as constitut- 
ing essential divergencies of outlook justi- 
fying the attribution to the author of in- 
consistent views within the central 
contribution. I should certainly regard it 
as a total misapprehension — ^which I am 
sure Lakatos would not have wished to 
propagate — to regard Popper as a naive 
falsificationist. 'Therefore personally I re- 
gard the broad conceptions of the Logic 
of Scientific Discovery [9, 1959] as gener- 
ally applicable, whatever particular scien- 
tific discipline we practice. 

This is not to say that, in my judgement, 
there are no differences, arising from the 
nature of the subject matter, between the 
various Physical Sciences on the one hand 
and Economics on the other. The need 


(or the soci^ed “hard core” of tibe as- 
sumpticois of economic analyais to be but- 
tressed by so many auxilary assumptions, 
explicit or implicit, if any development 
that is not ultimately banal is to be ex- 
pected, seems to me to be an obvious dif- 
ference. Beyond that, the possibilities of 
testing are so hedged about with both 
practical and inteUectual dffficulties as to 
constitute ahnod a difference in Idnd. ’The 
practical difficulties are obvious; the re- 
quirement of ceteris paribus, despite all 
sorts of ingenious techniques, is very ex- 
acting. But the intellectual difficulties are 
even more formidable. There is not only 
the continual change in the pattern of 
tastes and obstacles, presenting problems 
comparable to those that would exist in 
Natural Science if every time a relevant 
observation were made, the table of 
atomic weights had to be recalculated; 
there is also the further complication of 
the learning subject — Newton’s apple did 
not change its habit because its behavior 
had been made the subject of generalized 
description, as a stockbroker might if 
quantitative laws of the response of fixed 
interest securities to various changes had 
been discovered. We should never forget 
that economic reactions, as distinct from 
physical reactions, are mediated by the 
existence of human minds capable of 
weighing alternatives and learning from 
experience, as Professor Machlup has so 
powerfully argued in his “If Matter Ck>uld 
Talk” [6, 1969, ch. 12]. I am definitely not 
saying that these complications inhibit 
any useful speculation about economic 
tendencies and relationships; on the con- 
trary one cannot look at contemporary 
economic policy in most areas without re- 
alizing how useful a modest knowledge 
of Economics could be. But they certainly 
impose limitations on ambitions concern- 
ing precision and prediction outside fairly 
formal deductions from pretty obvious as- 
sumptions. For example, the proposition 
that the Volume of spending cannot 
greatly exceed the volume of production 
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widKHit affecting the value of money may 
be regarded as hetpfuh whereas the state- 
ment that a g^ven increase in such an ex- 
cess will affect long-term interest rates by 
a definite percentage is highly dubious if 
not consciously fraudulent. No economist 
would admit that the more generaUy ac- 
cepted propositions of his subject are no 
use in understanding economic relation- 
ships and movements. But at this stage 
of my life I am fairly clear that his claims 
should bo limited, especially in the field 
of quantitative prediction. 

IV 

But now comes the grand question: how 
does the history of the subject stand up 
to our methods of appraisal? 

I do not think that this question is as 
easy to answer as the parallel question in 
regard to Physical Science. As Dr. Latsis’s 
discussion of the theory of the firm bril- 
liantly shows, it is sometimes possible to 
isolate — or partly isolate — the evolution of 
particular theories and subject them to 
this kind of scrutiny. But, in the main, the 
interrelations of the elements in general 
economic systems are so close that de- 
tached appraisal has its limitations. I sus- 
pect that reservations of the kind I have 
in mind underlie Professor Blaug’s mas- 
terly paper. It is certainly easier, at any 
rate initially, to adopt Sir John Hicks’s 
method of a bird’s eye survey of the real, 
or alleged, revolutions in the main body 
of theory: and this is how I intend to pro- 
ceed. 

We may begin with the Smithean sys- 
tem. The main object of the Wealth of 
Nations, in so far as it presented positive 
propositions rather than prescription, was 
to show how the division of labor was reg- 
ulated by the extent and incentives of the 
market, and how the growth or decline 
of such a system depended on the degree 
of the division of labor and the accumula- 
tion or decumulation of capital. (1 leave 
undiscussed Sir John’s provocative revival 


of the suggestion that Smith’s synthesis 
was “taken over” from the Physiocrats— 
if there is question of the main influences 
on die central Smithean system, I person- 
ally should be inclined to name Cantillon 
rather than Quesnay and his disciples). I 
hope that it would ^ agreed that, in the 
general setting in which 1 have posed the 
appearance of the contents, it set the 
background for most of the questions that 
most economists have been discussing 
ever since. 

I am not inclined to regard the contri- 
butions of Ricardo, important as they may 
be, either positively or negatively, in pro- 
voking further thought as constituting a 
“revolution” as regards the Smithean sys- 
tem in geneml. I would not wish to under- 
estimate the development of pure analy- 
sis, in one sense of the word, which takes 
its rise from Ricardo’s Principles [11, 
1817]. But, given the path-breaking posi- 
tions of Smith as regards the functions of 
markets and accumulation, I see Ricardo’s 
propositions chiefly as attempted reforma- 
tions of particular positions concerning 
value and distribution. I do not think that, 
when John Stuart Mill stated that he was 
attempting in his Principles a work “simi- 
lar in its object and general conception 
to that of Adam Smith,” he intended to 
convey the impression of a revolution, 
even though he went on to say that “the 
Wealth of Nations is in many parts obso- 
lete and, in all imperfect” [8, 1848]. While 
there had been notable additions, conspic- 
uously in the theory of international trade, 
there remained some of Smith’s errors and 
many of his excellences in the develop- 
ment of nineteenth century Classical Eco- 
nomics. 

Matters are different in i^^jai’d to the 
so-called Marginal Rev^uti(^« whether 
one regards it as starting with the unjustly 
neglected anticipators of utility theory (D. 
H. Lloyd, Jules Dupuit, and Herman H. 
Gossen), or conspicuously with the devel- 
opers of that line of thought (W. S. Jevons, 
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Karl Meager, and L6on Walras). I am in- 
dUned to agree Oiat the importance of mi' 
nutiae of the alternative forms of ap- 
proach to the psychological element 
underlying demand, althou^ intellectu- 
ally highly interesting, may have been 
overdone. But the fundamental change of 
emphasis regarding the analytical status 
of demand, not only for goods of the first 
order but for factor services and for the 
valuation of specific factors and indeed for 
free capital, eventually gave the substance 
of the theory of value and distribution a 
content radically different in important 
respects from the Ricardian develop- 
ments of the Smithean system. Marginal 
rates of substitution, marginal productiv- 
ity, marginal time preference, marginal 
rate of return over cost — these are con- 
ceptions, arising for the most part, though 
not entirely — think of J. H. von Thiinen 
and A. A. Cournot — from the work of the 
fifry years after 1871, which are important 
ingredients in any present attempt to un- 
derstand economic phenomena. And de- 
spite anticipations and various origins, it 
is not lacking in perspective to regard 
them as products of the Marginal Revolu- 
tion. There are indeed elements of conti- 
nuity with earlier analysis, as Marshall, 
rightly, never ceased to urge; but the look 
of the thing is different. 

In all such developments the prime ele- 
ments of the theoretical assumptions in- 
volved, though fundamentally important, 
are not such as to demand much compli- 
cated testing. I have in mind questions 
such as, other things being equal, are you 
capable of ranking anticipated satisfac- 
tions in a descending order of magnitude? 
Do you value such satisfactions according 
to their availability in time? Is it possible 
for you to gauge the degree to which the 
uses of different means of production are 
substitutable for your purposes? These are 
questions that should be asked and their 
meanings examined. But the tests in- 
volved are pretty simple. It is the compli- 


cations that arise when such conceptftms 
are amalgamated and api^ed to particu- 
lar problems that are difficult to disentan- 
gle. And, as we have seen, any attempt 
to invest them with pertpanent, as distinct 
fronr momentary, quantitative values in- 
volves difficulties of a completely different 
order. Even so i am inclined to agree with 
Professor Hutchison that generally there 
has been insufficient testing in Economics. 
As regards the elementary conceptions, 
1 imagine that diminishing retoms might 
set in early to very protracted examina- 
tion — and sometimes does. In more com- 
plicated constructions there is often an 
amazing naivet6 as regards the availability 
of the specific facts essential for testing; 
and there are many parts of our subject, 
the areas that general theory shows to be 
indeterminate, where I am disposed to 
think that frank declarations of ignorance 
within limits may be a valuable supple- 
ment to any presumptions based on his- 
tory or psychology, useful though these 
may be in particular instances. 

There is one asp>ect of the original 
Smithean position that deserves special 
notice in this connection, both intrinsi- 
cally and in regard to subsequent develop- 
ments; namely his assumptions regarding 
aggregate demand and money and bank- 
ing. His assertion that “what is annually 
saved is as regularly consumed as what 
is annually spent, and nearly in the same 
time too; but it is consumed by a different 
set of people” more or less assumed, in 
the absence of misbehavior by the states, 
or perhaps by banks, a tendeiu;y to overall 
equilibrium of supply and demand: and 
in this sense it was developed, at least by 
James MU! and Ricardo and (more doubt- 
fully) by J. B. Say, on the last of whom 
nearly all the subsequent blame has some- 
what ui^ustly been laid. Although charita- 
ble interpretations may be put on the un- 
derlying intellectual intentions in diis 
connection, the general assumption was 
obviously not in accordance with the facts 
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of a monetary economy: and despite Mal- 
duu and his followers, it was not until J. 
S. Mill’s important essay on the Influence 
of Consumption on Production that this 
particular matter began to be treated in 
a numner more consistent with experi- 
ence [7, 1844]. Meanwhile there were tak- 
ing plara in the field of finance, develop- 
ments on the side of money and banking, 
themselves giving rise to new problems, 
at first not properly conceived, at least by 
Smith; and the more or less regular ups 
and downs of trade, typical of the years 
between 1815 and 1914, gradually at- 
tracted more systematic attention. What 
with these and the acute problems of infla- 
tion and deflation of the present century, 
the treatment of overall equilibrium and 
disequilibrium, which is almost taken for 
granted in the Smithean system, has as- 
sumed an entirely different status in the 
theoretical perspective of today. It is per- 
haps also to be noted in this connection 
that, in spite of the absence of concensus, 
there has been here at least a good deal 
of recourse to statistical testing of one kind 
or another. 

Whether all this is to be called a revolu- 
tion or not is perhaps a matter of words. 
I personally doubt if having regard to the 
variety of the geographical sources, the 
French, the German, and the English 
speaking worlds, and the times at which 
the various contributions appeared, in- 
cluding the profound insights of Henry 
Hiomton at the beginning of the nine- 
teenth century, this appellation is very 
suitable. I certainly think that Keynes’s 
influence on public opinion and on policy 
ttm revolutionary; but, as the mists of con- 
troversy disperse, I doubt if the degree 
of disccmtinuity between his important 
theoretical contributions and those of, say, 
the great Scandanavians, not to mention 
Ralifli G. Hawtrey and £)ennis H. Robert- 
stm in this countiy and Milton Friedman 
and odiers in the United States, will be 
regarded as having the status of isolated 


innovation as is sometimes supposed. I am 
not clesu- that Professor LeifonhufiaKl 
would altogether agree about this; and I 
would ireely admit that the developments 
of the last sixty years are perhaps still too 
close for us to feel sure that we give them 
their true place in the perspective. 

V 

Arriving at last at the ultimate question 
of the symposium — the use and validity 
of the Lakatos criteria for appraisal of the 
development of Economics — I think it is 
clear, as is demonstrated by the distin- 
guished contributions of Dr. Latsis and 
Professor de Marchi, that there are epi- 
sodes in the evolution of particular theo- 
ries that can be very usefully analyzed on 
these lines. It is possible to think of other 
cases where this verdict might also ap- 
ply— other episodes in the history of the 
theory of international trade, for example, 
and Irving Fisher’s speculations on the 
theory of the relation between real and 
nominal rates of interest. And where this 
can be done without the appearance of 
forcing, it is obviously to be welcomed. 

I confess however to some doubts about 
the application of this technique to the 
developments of branches of more gen- 
eral theory. This is not to abandon the 
ultimate criteria of logical consistency and 
the desirability of sophisticated and realis- 
tic tests. But it is to suggest that accounts 
of the evolution of such broad fields as, 
let us say, the theories of value and distri- 
bution, not to say general growth, if ap- 
praised on the formal lines of the Lakatos 
requirements, would involve a presenta- 
tion of what actually h^^iehed; which 
would be difiBcuIt to reoqgtdae. Perhaps 
it might be good for quir ixhils to make 
the attempt: I sometimes think that 
knowledge of the common postulates and 
experiences involved is apt to be taken 
too much for granted; and it is arguable 
that these should be more spelled out. But 
I do not think that ultimately evaluation 
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of the logical status and ei9)lanatory 
power of the constructions concerned 
would be greatly altered. I think that most 
who took part in die Naiplion conference 
must have recognized the closer fit of the 
actual history of e^rfsodes in the develop- 
ment of physical science to the Lakatos 
scheme of aj^raisal than, with the possi- 
ble exceptions I have mentioned, would 
often happen especially in the history of 
the broader developments of economics; 
and, without abating very warm tribute 
to the usefulness of the juxtaposition of 
our talks, I do not think that this was alto- 
gether an accident, although perhaps it 
suggests deficiencies of past practice. 

In recording this provisional conclusion, 
let me once more reiterate that, in my 
opinion, it does not involve the abandon- 
ment of sincere belief in the not inconsid- 
erable intellectual status and practical use- 
fulness of the subject. But I do recognize 
its limitations, doubtless springing, at least 
in part, from the intrinsic differences from 
physical science, which I was at pains to 
set forth earlier in this paper. Thus, for 
instance, I should have little reserve in 
predicting that measures designed to re- 
strict the level of rents of dwelling-houses 
below what would have emerged in a free 
market would result in an alleged “short- 
age” of houses; and an exposition of the 
grounds of this opinion would perhaps be 
boring in its simplicity — although a sur- 
prising number of public personalities ap- 
pear not to know them or, if they do know 
them, effectively conceal this knowledge 
when they discuss policy in this respect. 
But if I were to venture beyond such a 
qualitative forecast and attempted to indi- 
cate the precise magnitude of the “short- 
age” resulting from the same measures in 
population areas with different recorded 
reaction times in the past, I might be do- 
ing something that had some limited local 
usefulness in time and space; but the 
grounds on which I presented such con- 
jectures would be much more compli- 


cated and vastly mote Ukdy to be wrong. 

In my Judgement current appreciatioa 
(ff die real value of economic science has 
been too much influenced by excessive fo- 
ots on its power to pnd^ to the 
of its wider power to explain. This empha- 
sis runs two dangers. From the point oS 
view of the lay philistine, the record is 
not good — the claims have been much too 
extensive and have often been just wrong. 
From the professional point of view, all 
generalizations that have not predictive 
power tend to be regarded as worthless, 
although some of the most profound in- 
sights into the nature of the economic sys- 
tem — the Walrasian analysis for in- 
stance — most palpably do not possess this 
power. 

Now admittedly some prediction, usu- 
ally of a non-quantitative kind as, for in- 
stance, my above example of the analysis 
of the effects of rent restriction, are cer- 
tainly possible and useful. And more de- 
tailed projections, which do not claim to 
be forecasts of what wiU actually happen — 
and emphasize this to the laity — may 
sometimes be helpful in enabling adminis- 
trators and entrepreneurs to make up 
their minds in choosing between various 
alternatives. But the broader speculations 
of our subject have a wider significance 
than that. Doubtless they are essential 
background — often overlooked — both to 
predictions or projections. But where 
these are not possible or attended with 
such reservations as to have little practical 
value, they still afford, or attempt to af- 
ford, a general picture of the structure 
of abstract relationships arising from scar- 
city under various institutional frame- 
works — exchange, production, capitaliza- 
tion, money and finance, and the ways in 
which they may change. Thus, while we 
may not be able to predict what form the 
future may take, we may attempt descrip- 
tion in general terms of how economic 
systems work or may work and put our 
conjectures as well as we may to the test 
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of present observation and past record. 
And such knowledge, as well as providing 
useful perspectives, may itself sometimes 
throw light on the solution of wider prob- 
lems of social and political choice. 
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Film and the Transmission 
of Economic Knowledge: A Report* 

By Laurence S. Moss 

Babson College 
Wellesley, Massachusetts 


XpiLM is rapidly becoming in the twentieth 
^ century what the popular low-priced pam- 
phlet was in the seventeenth century — an im- 
portant and influential vehicle by which “spe- 
cial pleaders” (as Schumpeter called bring 
their case before the public. This article evalu- 
ates the economic content of a sample of a 
large and rapidly growing stock of viewing lit- 
erature. Each film surveyed here is distributed 
and maintained in good repair by a highly effi- 
cient network of distributors. With the rapid 
dffiusion of easy-to-use playback equipment 
both at schools and private organizations, I ex- 
pect film to continue to grow in importance 
as one instrument by which the public stays 
informed about social problems and examines 

* I wish to thank John Siegfried, Rendigs Fels, and 
Phillip Saunders for their criticisnu of an earlier ver- 
sion of this paper. Professor David Kleiler was gener- 
ous in sharing his extensive knowledge of film with 
me. Donald Brown and Jill Wingfield of Babson Col- 
lege’s Media Services were diligent in borrowing the 
films and providing me with playback equipment 
for which 1 am very grateful. I also wish to thank 
Professors Charlotte T. Harter and David M. Nelson 
for sending me a copy of their manuscript, "Selected 
Audiovisual Materi^ for Teaching Economics,” 
which will be published by the Joint Council on Eco- 
nmnic Education in the near future and includes 
annotated references to motion pictures and film- 
strip material. Iheir manuscript also indicates the 
intended audience level, is., elementary school, etc. 
A more specialized film listing with sumotations by 
Milton L. Muller and David J. Theroux entitled 
"Freedom on Film” will be published by the Cato 
Institute (San FVancisco) in the Fall of 1979. I, 
course, take full reqwnsibility for die point ai view 
presented here and for any errors or omissions. 


a range of possible solutions. In fact, a number 
of colleges have already included “media cen- 
ters” in their libraries, and the day is rapidly 
approaching when all but the most traditional 
professors will include “assigned viewings” on 
their course reading lists.' 

The films surveyed here are targeted at 
groups as diverse as elementary school chil- 
dren, church organizations, college students, 
community groups, and union locals. Many of 
these films were designed to acquaint the 
viewer with the “facts” about a certain issue 
while promoting a good image of the sponsor- 
ing organization. While these special pleaders 
light our screens with their points of view, it 
is still our responsibility as professional econo- 
mists to monitor these developments before 
the "madmen in authority,” which Keynes 

' The fierce battle among librarians to include au- 
dlovisualists among their ranks has been raging since 
1947 (see LOUIS SHORES, Audiovisual Librarianship; 
The Crusade for Media Unity (1946-1969) [Littleton, 
Colo.: Libraries Unlimited, 1973], pp. 9-18). Richard 
Nibeck of the Association for Educational Communi- 
cation and Technology (New York City) reported 
to me in a telephone conversation (13 May 1979) 
that the trend to rename libraries "Media Cmters,” 
or "Learning Resource Centers,” was much more 
evident among elementary schools, high schools, and 
vocational colleges than among colleges and univer- 
sities. Still, the actual presence of Media Centers 
within standard college and university libraries is 
now quite common. Any 16mm film can be transfer- 
red to videotape and stored on the shelf of a library 
in much the same way as a book. 'The library need 
only make availaUe a television and videoplayback 
unit for the student to complete his/her "assigned 
viewing.” 


1005 



1(X16 Journal of Economic Literature, VoL XVII (September 1979) 


wrote about » perceptively, become the stovei 

of aome ‘’defunct filmmaker.” 

With thlf purpoie In mind I have prepared 
a UUtography of (mostly) 16mm documentary 
film that identifies each film by title and then 
lists the current (American) distributor fol- 
lowed by the producer and the date the film 
was releued. A second listing of the distribu- 
tors and their addresses permits any interested 
reader to track down the film for private view- 
ing or clasnroom teaching. 

When preparing the bibliography I was dis- 
turbed by the lack of any standard of generally 
accepted citation practice having to do with 
film. While it is too much to expect at this stage 
of technological development that scholars in- 
dicate a range of “frame” numbers analogous 
to a range of page numbers when footnoting 
film, it would be useful to identify the “author- 
equivalent" of a film, especially when it is a 
documentary and a particular point of view 
is being expressed. A large number of the films 
included in this sample announce the name 
of a Ph.D. consultant, and since this seems to 
be a prerequisite for films that are marketed 
among educators for classroom adoption, I 
have listed the names of consultants, narrators, 
script writers, and so on. 

It is not clear, however, what responsibilities 
are assumed by the outside consultant. Did the 
consultant write the script? Did the consultant 
read the script written by others? Did the con- 
sultant choose the visuals? To the best of my 
knowledge there is no established job descrip- 
tion for consultants in the documentary film 
industry.* 

I have organized my discussion according 
to six general subject areas that seem to be 
of as much interest to filmmakers as they are 
to economists. In each one, I shall identify the 

* Consultant Phillip Saunders explained that al- 
though he was the only economist on the original 
“desl^ team” of the film series (discussed 

in Stctton II) he had a great deal of “say” about 
the script and the development of the story lines. 
Saunders had less direct involvement with the “live 
action scripts” and was soaaetimes frustrated by the 
"ad libbing” of .Mtors. However, wherever the 
change in the agreed wordings affected the eco- 
nomic eontent of the series, Saunders could insist 
on redmoting even “at the expense of going over 
the prqfect budget" (Private correspondence of Phil- 
lip Saunders to Laurance Moss, 12 May 1979). See 
ala) Cdleinan’s remarks in note 5, below. 


special pleaders, their overall mission, the audi- 
ence to whom die film is directed, and the 
quality of the economic reasoning employed. 

I. The Self-Interest Axiom 

As a general rule, Hollywood has portrayed 
the impact wealth maximization has on human 
behavior as dehumanizing and corrupting [19, 
56, 58, 59, 64, 91, 103, 136, 173]. The POW 
camp entrepreneur King Rat [91] is certainly 
not credited with improving economic life 
among the prisoners. Instead his commodity 
arbitrage operations destroy him and those 
around him. In Fountainhead [56], however, 
integrity-maximization turns out to be (unex- 
pectedly?) wealth-maximizing as Ayn Rand’s 
entrepreneur-architect hero eventually tri- 
umphs within a malevolent economic environ- 
ment. 

Many of the documentaries produced by Na- 
tional Educational Television (NET) during the 
sixties follow the Hollywood mold and attrib- 
ute social problems to self-interest or greed 
[5, 12, 36, 66, 138, 155, 185].* In NET’S The 
Banks and the Poor [12] we are told that the 
poor are refused loans at ordinary commercial 
banks so that the rich bankers can “force” 
them to borrow at usurous finance companies 
in which these same bankers own a controlling 
financial interest. In The Poor Pay More [138], 
NET blows the whistle on retail food chains 
that charge more in poor neighborhoods than 
they do in wealthier neighborhoods for the 
same grocery products. 

Galbraith discovered that turn-of-the-cen- 
tury American capitalists were sometimes 
guilty about their greed and were willing to 
go to great lengths to hear moral justifications 
of profit-seeking behavior. Galbraith’s lively 
documentary on the manners and morals of 

’ In the history of documentary (that is, non-fiction 
film) John Grierson (1898-1972) is oin^ted with 
steering documentary away fmat tfipM-Up portraits 
of primitive people and toMwds the depiction of 
impersonal social processes. te AlHUfng Problems 
(1935) Grierson supported thCrdiatnalition of slums 
and their replacement witirgoveteihent subsidized- 
housing — a Labour party position. The film com- 
bined slum dweller testimony with narration and 
became the model of later television documentary 
as represented in this paper by many NET pro- 
ductions during the 1960’s (Erik Barnouw, 
Documentary: A History of the Non-Fiction Film 
[Oxford; Oxford University Press, 1974], pp. 85-100). 
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the American rich [109] j^>pearf as part of his 
(and executive producer Adrian Malone’s) cel- 
eknlbed JheAge cf lMoeriainty series [14. 513, 
51, 94, 101, 106, 109, 143]. There are several 
less opinionated (and also less sensational) doc- 
umentaries about business leaders [9, 45, 69] 
but only Trader Vic's Used Cars [171], distrib- 
uted by Encydopedia l^tannica Educational 
Corporation (EBEQ and directed toward the 
hi^ school viewer, outlines the outrageous 
business practices of a lovable used car dealer. 

Filmmakers have been largely remiss about 
portraying the role that market institutions, 
common law practices, and customs play in 
directing self-interest toward socially desirable 
ends. Perhaps for this reason the Liberty Fund 
contracted with Ronald Coase, E. G. West, and 
Benjamin Rogge to produce a scholarly docu- 
mentary about Adam Smith [1] for the bicen- 
tennial anniversary of the Wealth of Nations.* 
Although the timely references to the Ameri- 
can Revolution sometimes “crowd out” the 
much needed explanation of how invisible 
hand mechanisms produce social good out of 
self-interest, this documentary is accurate and 
adaptable to classroom teaching. 

Interestingly, Coase 's own update on Adam 
Smith’s teachings — the "Coase theorem” — ^is 
the subject of one film [142] in the amusing 
People on Market Stteel series [29, 31, 112, 142, 
156, 164, 160] aimed at the college and mature 
high school audience. By amusing dramatiza- 
tions that are the instructional equivalent of 
situation comedies, the architects of the series 
(which include Armen Alchian) explain how 
“excessive pollution,” which is defined as the 
misaUocation of resources from more highly 
valued to less highly valued uses, derives from 
either an inadequate specification of property 
rights or prohibitively high transaction costs 
that occur in crowded urban settings. The film 
is successful in reminding the viewer that pro- 

* Mrs. Linda Walker, of the Liberty Fund, said that 
three additional films are scheduled for release be- 
fore the end of 1979. The three films constitute a 
series entitled The Industrial Revolution written by 
Ronald Coase, Ronald M. Hartwell, and Beiuamin 
Rogge. Each film answers a specific question; “What 
distinguidied the world of the Industrial Revolution 
from what went before?"; "Why did the Industrial 
Revrdution occur when and where it did?”; and 
“What were the consequences of the Industrial Rev- 
olution for the people who lived through it?” (Tele- 
idione conversation 16 May 1979). 


hibiting ah pollution activity is Just as uadeirir- 
aUe as permitting too much of it 

On the negative side, institutions can also 
direct self-interest toward ends that are not 
(mly unintended but socially unacceptable. In 
Ikiru [73], Japumese director Aldra Kurosawa 
captures the perverse Incentive structure cre- 
ated within a large government bureaucracy; 
Welfare [163] by F. Wiseman documents tlm 
dehumanized recitation of the myriad eligibil- 
ity requirements that occurs daily at the New 
York City Welfare Office; and Michael Doug- 
las’s prescient China Syndrome[l9] shows how 
the incentive structures of a private electronic 
company and a television station combine to 
make it nearly impossible for individu^ 
within those organizations to avert a nuclear 
catastrophe. It may be that filnunakers are 
moving toward a more sophisticated portrayal 
of self-interested behavior and how it operates 
under alternative institutiotud arrangements. 
The basic problem of economic organization 
raised by Adam Smith may now have scored 
a box office hiti 

II. Supply and Demand Analysis 

The Joint Council on Economic Education 
(JCEE) has been actively promoting economic 
education both in quality and quantity in the 
schools and colleges for over thirty years. Their 
involvement with filmmakers is well docu- 
mented in our sample [6, 8, 11, 20, 35, 39, 
57, 68, 70, 80, 102, 104, 123, 131, 132, 145, 
169, 170, 182, 188, 196]. Their most ambitious 
venture to date is the series Trade-offs [11, 20, 
35, 57, 68, 70, 80, 100, 102, 104, 169, 170, 182, 
188, 196] consisting of fifteen 20-minute pro- 
grams directed at children between the ages 
of nine and thirteen. Each film focuses on a 
specific idea in economics and develops that 
idea through a real-life episode. The concepts 
become increasingly more sophisticated: there 
is one episode acquainting the children with 
how acquiring human capital requires forego- 
ing current job market earnings; and another 
explains how Jennifer and Julie learn about the 
rationing function of market prices when shirts 
are priced too low! Each film contaiiu an ani- 
mated segment that defines and illustrates the 
concept involved, and each is open-ended, in- 
viting the teacher to lead the students in ftir- 
ther discussion. 
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thfB cue method if tdao lued with tplendid 
theatrical aucceia in the UCLA-inqdred 
Mrnief Strw 0 t«Brim mentioned above in con- 
nection witih die CkMse dieorem in Section 1. 
The complete teven-film package is designed 
to teadi basic economic pilnciides to advanced 
school and college students. In Market 
(Soaring Price [112] the manager of the 
butcher shop “searches each day" for the 
"right price”— the one where “the amount 
diat we buy Just matches supply." This particu- 
lar film nuilm a definite contribution by dem- 
onstrating how inventories operate to signal 
to an entire industry that an unexpected shift 
in demand is a general market phenomenon 
rather than a local neighborhood phenome- 
non. By focusing on the role relative prices 
play in Informing people about their opportu- 
nities and also coordinating the plans of many 
individuals in the market, the series makes a 
positive statement about the efficiency of open- 
market trading when private property rights 
are respected and clearly defined. The series 
also contends that foustration results when the 
market process is impeded by price controls 
and the like. 

There are a number of films that actually 
do develop the Marshallian graphical frame- 
work for presenting supply and demand anal- 
yses [8, 11, 97, 113]. The best of the lot is John 
Coleman's Lesson d&[8] in his American Econ- 
omy: College of the dir series. This series was 
originally produced for early morning televi- 
sion viewing by the American Economic Asso- 
ciation and the JCEIE with the cooperation of 
a consortium of private corporations. Coleman 
targeted 1^ lectures and materials at the high 
school social studies teachers and by and large 
was successful in his effort to communicate 
knowledge about the market system.’ If I had 

• On the origins of the American Economy televi- 
sion series and its connection to the AEA's 1961 Na- 
tional Task Force report on economic education, see 
G. L. Back and Phiujp Saunders, “Economic Ed- 
ucation; Aspirations and Achievements," American 
Economic Review 56 (June 1964); 403-07. The fund- 
ing of tiie series involved approaching executive offi- 
cers of large corporations, and much of this work 
was carried out by the Committee for Economic 
velopment. According to Ctdeman, he was given free 
reign in developing the lectures and their content 
even though an advisory committee of economists 
and corporate executives was formed (Telephone 
conversation 13 May 1979). On the claim that the - 


to sriect one doctanent finr a time capsule that 
would summarize the "state-oMie-srts” in ctd- 
lege economics drco 1960, it would be the mc- 
cellent Ctdeman aeries [6, 8, 123, 131, 132, 
145}. 

Richard T. Gill's Economics and the Public 
Interest series [113, 176] also contains a s^- 
ment on the ctnnparative statics of suiqily and 
demand. Gill spends a great deal of time ex- 
ploring the interdependence of markets and 
the forces that produce general equilibrium. 
A 1952 film The Law of Demand and Supply 
[97] depicts a businessman father explaining 
the economic facts of life to his eager son. Dad 
draws the intersecting graphs and the boy 
learns where to price his proposed bicycle 
rental service. It is unclear whether it is dad’s 
ethics or simply dad’s ignorance of basic eco- 
nomic theory that prevents him from telling 
his monopolist-minded son to restrict supply 
and make even greater profits. 

Economic fallacies are especially abundant 
in fiJms designed to teach business to children 
[72, 125]. In Mrs. Peabody’s Beach [125] a 
group of eager teenagers help an elderly 
woman ration space on her “groovy” surfing 
beach. These burgeoning entrepreneurs raise 
prices several times during the film, but always 
after costs have gone up. Are we back to one 
blade of Marshall’s famous scissors? 

Perhaps fiJnunakers slight the revenue side 
of the market because so many of them believe 
that consumers’ preferences can be manipu- 
lated by advertising. Several films attack the 
advertising industry for its false information 
and basic vulgarity [17, 26, 27]. Procter and 
Gamble’s Is Anybody ListenirtgP [84] pleads 
that its marketing research department does 
listen to the consumer’s wants and that their 
Pampers Baby Diapers and Pringles Potato 
Chips were developed under the orders of the 
sovereign consumer. The only film in my sam- 
ple to defend advertising as an efficient infor- 
mation-generating device .is the animated 
short by Standard Oil, The Man Who Built a 
Better Mousetrap: A Discussion of the Eco- 
nomic Values of Advertising [107]. 


series was highly effective in its educational objec- 
tives. see Campbell R. McConnell and John R. 
Felton, "A CcmtroUed Evaluation of The American 
Economy,’ ’’ American Economic Review $4 (June 
1964): 403-07. 
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On iiie tappiy ode of die market, die iaaue 
of tbe rdadm^p between performance and 
market structure is diagramatically handled 
with topical case illustrations by Colmnan [123, 
131, 132, 145]. Exxon’s Divestitun [33] pleads 
that economic eCBciency will not be served if 
the oil companies are “busted up" into smaller 
companies. Unfortunately, presentations using 
company officers to say all this is not very con- 
vincing. Hollywood has a plethora of films de- 
picting the heroic struggle of small firms be- 
coming absorbed by larger giants. This is an 
especially common story-line in the great 
American western, where the small farmer re- 
fuses to sell out to the large cattlerancher [103]. 
The Godfather [59] does among other things 
a fine job of dramatizing the instability of pri- 
vately negotiated cartel agreements and the 
difficulties of detecting infringers by private 
enforcement methods. 

III. Money, Banking, and Inflation 

Children's filmmakers treat the inconve- 
niences of barter with originality and good hu- 
mor [22, 24, 54, 158, 199]. Unfortunately, when 
it comes to explaining the origin of money, 
they miss a splendid opportunity to highlight 
the spontaneity of the market. Instead of fol- 
lowing Menger and Jevons, and attributing the 
origin of money to "invisible hand” mecha- 
nisms, the filmmakers introduce a king, "Big 
Daddy,” or some central planner to create 
money by fiat. 

This benevolent despot theme is often car- 
ried over into films about central banking 
where the Federal Reserve (FEDB) describes 
itself as "harmonizing the conflicting interests 
of a free economy . . . [helping] to maintain 
our nation’s economic leadership throughout 
the world” [52]. The American Bankers Associ- 
ation (ABA) ofiPers an accurate but crowded his- 
tory of American banking institutions [4], The 
ABA thanks President Wilson for devising a 
central bank arrangement to stabilize the 
economy by putting an end to the public’s 
unjustified loss of confidence in the system. 
But Galbraith’s entertaining Rise and Fall of 
Money [151] argues that as a historical matter, 
depositor mistrust of bankers was quite Justi- 
fied. 'Die carnival setting used in the film, com- 
bined with the way the crafty bankers take 
the economy on a roller coaster ride, contrib- 


utes to toe visual success of Galfaraito’s survey 
(rf banking history. 

The roller coaster metiqtoof iqqpean in 
toe opening scenes of Whirlpool’s Cydmi [30] 
part of a larger series [98, 99, 150, 172] de- 
signed to inromote a souns^ economic ui^er* 
standing of the economy among the general 
public. In the instability of modem eco- 

nomic life is attributed to government mis- 
management of tbe economy or “overheating” 
as it is euphemistically called. In the high 
school oriented fihn Money and Banking [119] 
toe Federal Reserve System is given hi^ 
marks in its ability to use various economic 
“tools” to promote economic stability. The at- 
tempt to explain the “took of monetary policy” 
complete with ‘T-accounts” is a visual failure. 
Much the same can be said of The Fed, Our 
Central Bank [52], which credits the F^eral 
Reserve with successfully stabilizing the econ- 
omy. It seems that we may have to wait until 
Milton Friedman completes his series before 
we hear that this claim is at least controversial!* 

The Ck>nunittee for Economic Development 
(CED), however, links instability to govern- 
ment mismanagement of the economy. The 
1970’s inflation is explained in terms of the 
over-issuance of money [79]. The quantity the- 
ory is included in an animated allegory about 
the “lumian people” who work hard on their 
production machine until the flood of money 
brings about a reckless and "wrong” inflation. 
The Twentieth Century Fund’s Inflation [77] 

* Milton Friedman is involved with two separate 
series. The first consists of 15 lectures that Friedman 
delivered during the academic year 1977-78. The 
lectures and the impromptu questions and answers 
from the audience will be released and marketed 
by Harcourt Brace Jovanovich to coinride with the 
1980 publication of Friedman’s new book Free to 
Choose. Station WCLN Public Communications 
(Erie, Pennsylvania) also plans to release a Friedman 
film series with the same title as the bodk; that is. 
Free to Choose. This series consists of 10 one-hour 
segments in which the first half is a filmed documen- 
tary of Friednum guiding us through different parts 
of the world. The second half of each segment is a 
discussion between Friedman and a "responsible op- 
ponent” about the substantive issues raised in the 
film. The series includes Friedman’s views on infla- 
tion, the free market, government control and regu- 
lation, education, and welfrue reform. The series was 
financed, in part, by grants from Sarah Scaife Foun- 
dation, Reader’s Oi^t Association, and John M. Olin 
Foundation. 
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nAm o*» the qucntity theory end oondudes 
thet more saving ami less government Q>end' 
ing it what is caUed for. General Tdeiidume 
and EleGtrio’B (GTE) in>hoiise employee eco- 
nomic education {H'ogram is more guarded in 
th^ indictment die government'' In dwir 
quite informaUvo film Ir^Uon [78] they 
hedge all bets by attributing inflation to cost- 
push, demand-pull, and installment-credit buy- 
ing. Despite the fii^ that "we are all to blame," 
the nudor emidiasis is placed on how money 
tiqqily creation accompanies the sale of gov- 
ernment debt to commercial banks. It is this 
basic fact about economic life that packs all 
the wallop, and GTE is to be congratulated 
for making it visual. 

The JCEE and ABA joint-venture Economic 
Stability [39] is too crowded with details and 
too hard to follow to communicate anything 
impmtant about monetary and fiscal policy. 
The central point that economic stability re- 
quires die proper mix of monetary and fiscal 
tools comes across to the viewers, but the jazzy 
shots of the water-skier riding the waves are 
really improper. The point of the film is sup- 
posed to be that government policy should 
smooth the waves, not ride them. 

Organized labor's views on inflation are rep- 
resented by the AFL-CIO film. Do Higher 
Wages Cause Higher Prices? [34]. Mr. Fox (the 
steel companies) blames the controversial steel 
price rise of 1986 on Mr. Owl (the unions). 
Wise Mr. Owl replies that the previous wage 

' For a review of the nature and effectiveness of 
business-sponaored economic education programs 
see Towers, Perrin, Forster, and Crosby. "Busi- 
neas Sponaored Economic Education Programs” 
(Conaulting report for Financial Executives Research 
Foun dation. 3 vols. Manuscript completed 1978). On 
GTE's program, see op. cit, 3:81-63. The general 
finding of the consulting team is that economic edu- 
cation {nrogranu are more effective the more they 
avoid company propaganda and address the actuid 
conoema of the organization, such as current regula- 
tions and the general problem of inflation and its 
impact on company earnings. The more successful 
prograint did not teach “tire law of supply and de- 
nial marginal return, the nde of profit as a regula- 
tor, the wmldnga of ^ market economy, and the 
dilterence betw^ monetary and fiscal poUcies.” As 
a gntetal poUey, the conaulting team recommends 
that companies keep their programs "cheap” and 
avoid elabcralaly produced motion pictures because 
they will onh' rate vlewera auspidons about the mo- 
tives of the organization (/Ud, p. 44). 


settlement was for lets than tiie Increase in 
worker iwodactivity and therefore could not 
be die cause of the price rise. As for as orga- 
nized labor is concerned, die basic cause of 
higher prices is corporate greed. 

Aside from the Coleman and Gill lectures 
<m the basic issues raised by the New Econom- 
ics, documentaries cm Keynes seem to be hard 
to come by. Galbraith's recollections about the 
advcmt of Keynes’s teachings at Harvard and 
later in Washington is useful [108], but his sug- 
gestion that Keynes's teaching reached fruition 
in the Office of Price Administration (which 
Galbraith headed) during World War II is 
grossly misleading. The animated Gross Na- 
tional Product [65] does a poor job explaining 
GNP and is, foankly speaking, too noisy. 

IV. Poverty, Unions, and Wages 

After Michael Harrington announced the 
presence of "pockets of poverty” in the midst 
of an affluent American in 1962, it became pop- 
ular for filmmakers to locate and document 
them. Edward R. Morrow’s muckraking expose 
of the migrant farm workers [67] is a classic 
work. Most of the other films [5, 7, 12, 67, 138, 
185] are not as successful. Consider Hard Times 
in the Country [66] in which NET claims that 
large wholesale giants like A&P set prices be- 
low costs to bankrupt the small farmers and 
buy up their land. According to NET, this hap- 
pens because the conglomorates have grown 
too big, and in a system of free enterprise ev- 
eryone is out for himselfl 

I find the relative lack of discussion today 
about agricultural poverty almost 88 interest- 
ing as the plethora of discussion prior to 1970. 
That may, of course, have something to do with 
the world boom in agricultural prices [198]. 
The Chicago Board of Trade’s Vital Force [178] 
explains how commodity markets operate to 
help the farmer avoid the risk of price changes. 

Unions take cre<^ for not only raising the 
real wage of the worker but improving his dig- 
nity and self-respect. With These Hands [195] 
dramatizes the poignant struggles of the New 
York garment workers to unionize against the 
tryanny oi the bosses. Other AFL-CIO distrib- 
uted films [93, 161, 163] discuss various aspects 
of union history and culture. The AFL-CIO 
is a first-rate special pleader in its completely 
uninhifoted film about the injustice it has suf- 
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fared in its fight to organiase J. P. Stevens [66]. 
J. P. Stevens has filmed a suitable reply [85]. 
The recent Hollywood release Norma Rae 
[188] dramatizes ihe unions stnig^e to orga- 
nize textile workers in the South. 

For those craving an old fashioned marginal 
productivity account of labor pricing, the Mar- 
ket Seriet is a good place to start [180]. GTE’s 
Jobs: Where Do They CotneFrom?[87] reminds 
its workers that without continued capital 
gpjods investment there simply will not be 
enough productive work. In an interview on 
the “60 Minutes” program, Milton Friedman 
links the tremendous power of Britain’s labor 
movement to Britain’s unfortunate decision to 
nationalize so much of industry [194]. Finally, 
the Hollywood film The Mart in the White Suit 
[106] treats the frustrations innovators encoun- 
ter when unions try to sabotage technological 
change. 

V. Conservation, Energy, and 
Environment 

Films about conserving limited resources 
and managing them more efficiently are hardly 
in short supply [49, 140, 147, 149, 155]. Many 
of the best were made before 1970 and include 
some of the landmarks in the history of film 
documentaries.* Dust Bowl [36] not only pre- 
sents incredible footage on the dust storms of 
the 1930’s and the out-migration of destitute 
mid- West farmers, but also records the success- 
ful efforts to reclaim the land by way of sound 
land management principles. Hollywood’s The 
Grapes of Wrath [62] captured the problem, 
but Dust Bowl presents the solution. 

In Voices [179] the Environmental Protec- 
tion Agency (EP A) employs a folksinger to rally 
viewers around the baimer of a cleaner envi- 
ronment. In another film Union Carbide ex- 
plains recycling of that Ultimate Resource 
[175] — garbagel The Institute of Scrap Iron 
and Steel shows how nearly 25 percent of steel 
production is made with recycled steel [157]. 
In Planning the Land [134], a private film- 
maker outlines a variety of nonviolent tactics 
community groups can use to stop land devel- 
opment in their community. 

* On the efforts of Bexford Guy Tugwell and the 
Roosevelt administration to use film to promote the 
New Deal's controversial agricultural policies, see 
Barnouw, Documentary, op. cit, pp. 114-21. 


hidustry has, as a matter of long tradition, 
found fil^ to be an eflfective means of ea^daia* 
ing its (^rations and in^uroving its public 
image.* In recant years, Exxon has done a re- 
markably responsible and artful j<d> of eiqplain- 
ing the presmit technology and nohfoie engi- 
neering achievenients of dm* oil industry [13, 
IS, 49, 130, 159, 168, 197], In Big Cppmsf [15] 
Exxon documents a ctMnpromise with a Flotida 
conservationist group about how it would driH 
for oil. The film makes no mmition tff how 
much extra expense was added to the prefect 
in accommodating the technology to environ- 
mental safeguards. In Environment in Crisis 
[46] EBEC presents a case study of an actual 
chemical plant that is unintentionally damag- 
ing local health and natural forests. If the plant 
closes down, then the pollution will stop, but 
the people in the town will lose Jobs. The dis- 
cussion is left open-ended, and the audience 
is invited to continue the discussion. 

Optimism runs rampant in Exxon’s Evidence 
of Progress [48]. The narrator moves from one 
fomous disaster spot to the next showing to 
what extent each site has been reclaimed due 
to industrial clean-up efforts begun only a short 
time ago. The scientific description of environ- 
mental damage is explained by Learning Cor- 
poration (LQ [32, 96, 127, 137, 177]. Qearly, 
at some cost the environment can be “saved,” 
but what is that cost, and who should pay it? 
On this important issue the filmmakers are si- 
lent. 

A variety of industry-sponsored films address 
the concerns of specific community groups. 

* On the relationship between company interests 
and their sponsorship of film, see BaRNOUW’S discus- 
sion in Documentary, op. cit, pp. 213-28. It is not 
unusual for an extraedve industry, such as oil explor- 
ation, to sponsor a naturalist series of films. Of great 
historical interest is the collaboration between the 
illustrious Robert Flaherty and Standard Oil of New 
Jersey that resulted in the 1948 Lousiana Story. 
Flaherty filmed the mysterious Louisiana bayou 
through the eyes of a Cajun boy. The boy befriends 
the oil company crew after they contain a vicious 
blow out that threatened the local environment 
(B/tnNouw, Documentary, op. cA., pp. 218-21). In- 
dustry-sponsored fihns range from subtle statements 
of sodal concern and responsibility to plant tours 
and economic education programs designed far em- 
ployees [see note 7, above). For a description of the 
various types of industry-sponsored film, see Mel 
London, Getting Into Film (New York; Ballon tine 
Books, 1977), pp. 6-8. 
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The Netural Gas Industry explains why the 
trucking of liquefied gas is quite safe and essen- 
tial to the public interest fl54]. The EPA is 
concerned that hard-won environmental pro- 
tection measures might be relaxed. In An /»- 
vmtment to Protect [83], the EPA urges voters 
to provide the necessary taxes to keep their 
loc^ sewage treatment plants running. In Mr. 
EdUon 's Dilemma [124] a consortium of power 
companies plead with local regulatory boards 
and consumer groups that if the cost of financ- 
ing capital projects is not figured into the per- 
mitted rate structure the lights may someday 
go off. Thankfully, the animated cartoons 
soften the implicit threat. The majority of en- 
ergy films either describe a particular technol- 
ogy such as nuclear reactor-powered genera- 
tors [44] or list the mgjor alternative nonfossil 
fuel energy technologies on the drawing 
boards [43. 129]. However, they do not explain 
that their commercialization depends crucially 
on relative market prices. 

In Natural Gas: Supply and Demand [126] 
the problem discussed is how a sharply rising 
demand for natural gas can be coordinated 
with a more slowly growing supply. The prob- 
lem, the narrator explains, is how to increase 
the supply. At one telling point in the film, 
we are informed that the international gas 
market is competitive and, therefore, the price 
of natural gas cannot be regulated by a federal 
bureacracy. What happens if the price is de- 
regulated is not discassed. 

The only film in my sample that uses eco- 
nomic theory to criticize federal energy policy 
is Amoco's animated Kingdom of Mocha [90]. 
The Mochans have a problem educating "Big 
Daddy” (their government) about the way the 
market for energy supplies operates. In their 
economy wood is the fuel for producing con- 
sumer goods. After decades, the Mochans be- 
come dependent on international supplies of 
wood. They suddenly lose their source of sup- 
ply because of war. Big Daddy slaps price con- 
trols on wood. When the Mochans complain 
that the controls are making matters worse. 
Big Daddy threatens them with nationaliza- 
tion. The Mochans explain that what is needed 
is expanded plant capacity and that the com- 
munity will have to pay for this expansion one 
way or another. If nationalization occurs, taxes 
will increase. If prices are decontrolled, then 


diey will just pay higher prices. In this carefully 
worded, cheerful allegory on contemporary 
government policy, we come the closest to 
what might be termed an attack on post-1972 
U.S. energy policy. The film is important for 
the sldllfiil use it makes of directing economic 
theory to an issue confronting private indus- 
try. 

VI. State Intervention and the Market 

The issue of taxes, what they are and why 
they exist, is a popular subject of children’s 
film. In the animated film Why We Have Taxes: 
The Town That Had No Policeman [191], the 
young viewers are told that without compul- 
sory taxes there would be no way to have po- 
licemen and without policemen life would be 
difficult to manage. In general, children’s films 
follow children’s literature and teach that it 
is important to obey laws and respect authority 
[189, 190, 192]. I was surprised to find these 
same simplistic approaches carried over to 
high school films, where the basic problems 
of economic and social organization might well 
be handled more candidly. Films with titles 
like What are Taxes All About? [184] or 
Principles of Taxation [139] do little more than 
summarize the forms of taxation passing over 
the challenging problem of why compulsion 
is needed at all. In Taxes, Taxes [165] the film 
begins with a shocking portrayal of the com- 
pulsory nature of state taxation, but then it 
trails off into an analysis of how to close “loop- 
holes” so that the rich have to pay more taxes. 

There are a number of films that treat the 
rise of industrialism and the nature and impact 
innovation has had on economic growth [69, 
71, 76, 81, 107, 152, 166]. Each film contains 
valuable historical information. The McGraw- 
Hill (MGH) United States Geography series (for 
example [110, 162]) takes us around the United 
States and summarizes each region’s principle 
industries. The series illustrates the enormous 
power film has to convey certain types of in- 
formation much more quickly than the printed 
word. The relationship between government 
and the private business sector is treated by 
the National Association of Manufactiuers 
(NAM) as part of its series The American Busi- 
ness System [28, 38, 53, 60, 71, 111, 166]. One 
film documents the increasing and diverse 
reach of government in modem economic life 
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[60]. Though each fbnn of government inter- 
vention is described as “needed,” “necessary," 
or “understandable," the film ends with &e 
ominous question about how much larger gov- 
ernment can grow without endangering free 
enterprise. But this observation hangs in the 
air without any grounding in the rest of the 
film. The Phillips Petroleum American Enter- 
prise series [61, 81, 95, 133] cites the federal 
government as one contributing factor in eco- 
nomic growth. Apparently, every task that the 
government now performs can be justified. 
Govenunent makes sure that “no one gets 
hurt" in the market, and this “brings us ail 
together.” The film concludes that it is silly 
to suggest that we return to small local govern- 
ment because America could not "survive the 
transition.” 

Whirlpool’s Lams [98] ofiers an indictment 
of our overregulated economy and the new 
wave of regulation. The narrator's remark that 
we should not be afraid to object to bad laws 
that jeopardize our freedom and waste re- 
sources, is quite a strong statement for an in- 
dustry-sponsored film. For those who welcome 
a blistering attack on the modern welfare state, 
there is the Incredible Bread Machine [75], 
which talks about the hypocrisy of government 
promises and the stark realities of the coercive 
means government uses in carying out these 
policies. The animated Animal Farm [10] re- 
minds us of the tyranny of totalitarianism in 
all its forms. Galbraith [14] outlines the chang- 
ing character and organization structure of the 
large corporation. In its multinational form, it 
is loyal to no single nation yet cares for the 
health and well-being of its employees, asking 
only fealty in return. Is the world becoming 
united by business relationships at the high 
cost of resurrecting the feudal paternalism that 
Adam Smith feared so much?'® 

VII. Conclusion 

We are light years away from attributing to 
filmmakers the kind of impact on political life 
that Keynes attributed to the scribling of de- 
funct economists. But filmmakers have demon- 

Laurence S. Moss. “Power and Value Relation- 
ships in the Wealth of Nations, " in Gerald P. 
O’Dhiscoll, Jr., ed. Adam Smith arui Modem Polit- 
ical Economy (Ames, Iowa: Iowa State University 
Press, 1979), pp. 85-101. 


strated the power of their medium to transmit 
scientific information about the eccmomy in an 
interesting and accurate manner (see, for ex- 
ample [1, 6, 8, 11, 14, 20. 29. 31, 57, 88. 78, 
79. 80. 90, 100, 102, 112, 113, 123, 131, 132, 
142, 145, 151, 156, 164, 169, 170, 176, 180, 
188, 196]). They have also developed public 
relations techniques to explain the operation 
of their industry and/or depict their sponsor- 
ing organizations in a favorable light [52, 82, 
84, 89, 93, 124, 129, 130, 147, 148, 154, 157, 
161, 163, 168, 195, 197, 198]. The next step 
would be a careful combination of the two, 
placing economic theory at the service of spe- 
cial pleaders. At least one film in our sample 
actually comes close to achieving this synthesis 
[90]. Perhaps this will require the economics 
profession (or some other equally-qualified, 
self-selected governing body) to monitor films 
and rate them “G” for “general audience” and 
“PG” for “Ph.D. guidance needed." 

1 welcome the development of advocacy 
film. It will promote the dissemination of basic 
patterns of economic reasoning among the 
public. As long as the marketplace for film re- 
mains competitive with different pleaders 
hawking their particular points of view, eco- 
nomic reasoning will play an increasingly im- 
portant role in the development of advocacy 
film. For this reason, the celluloid future of 
economic analysis appears to be a bright one. 
Economists have innovated with graphical 
presentations throughout this century, and 
there is every reason to believe that they will 
investigate the visual potential of film as well. 
Regardless of the motivations of the sponsor, 
the techniques will be developed to aid in the 
transmission of economic knowledge. The day 
may soon be at hand when even the most tech- 
nical policy report is incomplete without a vid- 
eotape appendix! 

Selected List of Films* 

1. Adam Smith. MTPS. Prod, by Liberty Fund. 
Writ, by RONALD COASE, E. C. WEST, AND 
Benjamin Rogge. 1976. 

2. Alternative Energy Sources. lU. Prod, by Edu- 
cational Broadcasting with grant from Ford 
Foundation. 1972. 

* Names and addresses of film distributors abbrevi- 
ated in this Selected List may be found at the end 
of the list. 
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3. An AltmattV! Th* Bm^U a Selective Htr- 
bktide. MTFS for Dow Gbemical. Prod, by Au- 
dioviRul. n.(L 

4. An American Account- The Story of Banking. 
FEDB. Prod, by American Bankers Assoc. 
(ABA). Consult. Charles Haywood. 1975. 

5. America'* Crieet: The Troubled Cities. lU. Prod, 
by National Educational Television (NET). 
1905. 

6. American Economy; An Overviewof the Amer- 
ican Economy in The American Economy; Col- 
lege of the Air; Lesson 59. BU. Prod, by Ameri- 
can Economic Association (AEA) and Joint 
Council on Econonoic Education (JCEE). Writ, 
and pres, by John Coleman. 1962. 

7. Anatomy of Welfare. MGH. Prod, by ABC 
Nows. Narr. by Ernest Phendrell. 1971. 

8. At>d Then Come Market Prices in The American 
Economy; College of the Air; Lesson 66. BU. 
Prod, by AEA and JCEE. Writ, and pres, by 
John Coleman. 1962. 

9. Andrew Carnegie; The Gospel of Wealth. LC. 
Prod, by Robert Saudek Productions. Consult. 
John Morton Blum. 1973. 

10. Animal Farm. PF. Prod, by John Halas. 1955. 

11. At What Price? (Market Clearing Prices) in 
Trade-Offs series. AIT. Prod, by JCEE, Cana- 
dian Foundation for Economic Education 
(CFEE), and AIT. Consult. Philup Saunders. 
1979. 

12. Banks and the Poor. lU. Prod, by NET 
1970. 

13. Beyond the Shores. MTPS for Exxon. Prod, by 
Blondheim Productions. 1978. 

14. The Big Corporation in The Age of Uncertainty 
series. FI. Prod, by Andrian Malone for British 
Broadcasting Company (BBC). Writ, and narr. 
by John K. Galbraith. 1976. 

15. Big Cypress: Partnership with Nature. MTPS 
for Elxxon. Prod, by MFC Film Productions. 
1977. 

16. Building a Harbour. AIMS. Prod, by Charles 
Cahill and Assoc. 1972. 

17. Buy. Buy. CF. Prod. Donald MacDonald. 1973. 

18. Capitalism and Communism. BFA. 1976. 

19. China Syndrortu. CF. Prod, by Michael Doug- 
las. 1979. 

20. Choice (Opportunity Cost) in Trade-Off series. 
ATT. Prod, by JCEE, CFEE. and AIT. Consult. 
Philup Saunders. 1979. 

21. Choosing What to Make. EBEC. Consult. 
Frederick Uchthall. n.d. 

22. Coins of the World: History in Metal. 
C31NTRO. Consult. James C. Seaver. 1976. 

23. The Colonial Idea in Age of Uncertainty. FI. 
Prod, by Andrian Malone for BBC. Writ, and 
narr. by John K. GALBRArrH. 1976. 


24. Common Cents. AIT. Prod, by KETC-TV with 
Calvin K. KazRfian Economics Foundation. 
1076. 

25. The Constitution and the Labor Unions in 
Decision in The Court in Action series. lU. 
Prod, by CMC Productions. 1959. 

26. Consumer Economics and You. EBEC. Prod, 
by Illinois Council on Economic Education 
with Michael A. MacDowell. 1976. 

27. Consumer Power Advertising. BFA. 1971. 

28. The Corporation; Arrterican Business System. 
lU. Prod, by NET with grant from National 
Association of Manufacturers (NAM). 1962. 

29. Cost in The People on Market Street series. (Unit 
2). WDEMCO. Prod, by Foundation for Re- 
search in EkH}nomics and Education (FREE). 
Consult. Armen Alchian and Douglass 
Shettleb. 1977. 

30. Cycles. BIE. for Whirlpool Corp. Prod, by 
James C. Lilly w/BIE. Consult. Charles Ve- 
nus. 1975, 

31. Demand in The People on Market Street series 
(Unit 3). WDEMCO. Prod, by FREE. Consult. 
Armen Alchian and Douglas Shetler. 
1977. 

32. Deterioration of Water. LC. Consult. Ray Lins- 
LEY. 1972. 

33. Divestiture. Exxon, in-house only. 1977. 

34. Do Higher Wages Cause Higher Prices? 
AFLCIO. Prod, by Dept, of Education of AFL- 
CIO. 1957. 

35. Does it Pay? in Trade-Offs series. AIT. Prod, 
by JCEE, CFEE, and AIT. Consult. PHILUP 
Saunders. 1979. 

36. Dust Bowl. MGH. Prod, by CBS News (Walter 
Cronkite). 1960. 

37. Economic Geography; Comparing Two Na- 
tions. BFA. Prod, by Wayne Mitchell. 1971. 

38. Economic Growth in American Business Sys- 
tem series. lU. Prod, by NET smd NAM: 1962. 

39. Economic Stability: "Ihe Questions and An- 
swers. CENTRO. Prod, by JCEE and ABA. 
1971. 

40. Edge of Abundance. IV. Prod, by NET. 1965. 

41. Energy in Perspective. MTPS for Exxon. Prod, 
by Balfour Films for Exxon, n.d. 

42. Energy: Less is More. CF. 1973. 

43. Energy: New Sources. CF. Coiuult. Caufor- 
NiA Institute of Technology. 1974. 

44. Energy: The Nuclear Alternative. CF. 1974. 

45. Entrepreneur in the Search for America. lU. 
Prod, by NET. 1962. 

46. Environment in Crisis; Controversy Over In- 
dustrial Pollution. EBEC. 1973. 

47. EROS: Response to a Changing World. MTPS 
for U.S. Dept, of Interior: Geographical Survey. 
Prod, by Film Group. 1975. 
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48. EvUUno$ of Progm*. MITS for Exxon. Prod, 
by Crxwley Films. 1976. 

49. Fac» of Enorgy. MIPS for Exxon. Prod, by 
Don Guy Productions. 1976. 

50. The Farmer in a Changing America in Riee of 
Industrial America series. EBEC Consult. 
James P. Shbnton. 1973. 

51. The Fatal Competition in The Age of Uncer- 
tainty series. FI. Prod, by Andrian Malone for 
BBC. Writ, and narr. by John K. Galbraith. 
1977. 

52. The Fed Our Central Bank. FEDB. Prod, by 
A. F. Thompson, with Board of Governors of 
Federal Reserve Banking System. 1978. 

53. Financial Management in American Business 
System. lU. Prod, by NET and NAM. 1962. 

54. The FUherman Who Needed a Knife. LC. Prod, 
by Stephen Bosustow. 1970. 

55. The Food Crisis. lU. Prod, by NET. 1966. 

56. Fountainhead. UA, Prod, by Warner Bros. 
1949. 

57. Give and Take (Trade-ojfs Among Coals) in 
Trade-offs series. AIT. Prod, by JCE^E, CFEE, 
and AIT. Consult. Phillip Saunders. 1979. 

58. Gone With the Wind. MGM. 1936. 

59. The Godfather. Parts I and II. PF. Prod, by 
Francis Ford Coppola. 1972 and 1974. 

60. Government and the Marketin American Busi- 
ness System. lU. Prod, by NET and NAM. 1062. 

61. Government in American Enterprise: A Series 
of Views on American Economic History. 
MTPS for Phillips Petroleum. Consult. Rich- 
ard A. Easterlin, Robert E. Gallman, 
Rau>h Gray, et al 1976. 

62. The Graxies of Wrath. TWF. Prod, by John 
Ford. 1940. 

63. The Great Search. ASF for Boston Edison. Prod, 
by Walt Disney Productions. 1972. 

64. Greed. MGM. Based on Frank Norris’s 
McTeague. 1927. 

65. Gross National Product. BU. Prod, by Twenti- 
eth Century Fund. Consult. Paul A. Samu- 
ELSON. 1971. 

66. Hard Times in the Country. lU. Prod, by Jack 
Willis for NET. 1970. 

67. Harvest of Shame. MGH. Prod, by CBS Reports 
(Edward R. Morrow). 1960. 

68. Helping Out (Market Intervention: Increasing 
Indirect Benefits) in Trade-Offs series. AIT. 
Prod, by JCEE, CFEE, and ATT. Consult. 
Phiup SAimOERS. 1979. 

69. Henry Ford in Biography Series. MGH. Prod, 
by Wolper Productions. 1962. 

70. How Could That Happen? (Interdependerux of 
Market Prices) in Trade-Offs series. ATT. Prod, 
by JCEE, CFEE, and AIT. Consult. Philup 
Saunders. 1979. 


71. How It Evolved in American BuHnese System. 
lU. NErr and NAM. 1962. 

72. If the Fergi Fits, Wear It! WDEMCO. Prod, 
for Exxon by Wdt Disney Productions. 1975. 

73. Ikiru. ADF. Prod. By Aidra Kurosawa. 1952. 

74. /’m A// CP. Prod, by John Boulting. 
1960. 

75. Incredible Bread Machine. WR.197B. 

76. The Industrial Revolution Beginnings in the 
United Stat esin TheRiserff Industrial America 
series. EBEC. Consult. James Shenton. 1968. 

77. Inflation. BPL. Prod, by Encyclopedia Britan- 
nica and Twentieth Century Fund. Consult. J. 
Frederick Dewhihist and Simon N. Whit- 
ney. 1953. 

78. Inflation. GTE. 1976. 

76. Inflation. MTPS for Committee on Exxinomic 
Development (CED). Prod, by Perpetual Mo- 
tion Pictures. 1970. 

80. Innocent Bystanders (Market Intervention: Re- 
ducing Indirect Costs) in Trade-Offs series. 
ATT. Prod, by JCEE, CFEE, and ATT. Consult. 
Philup Saunders. 1976. 

81. Innovation in American Enterprise: A Series 
of Vietcs on American Ecortomic History. 
MTPS for Phillips Petroleum. Consult. RICH- 
ARD A. Easterun, Robert E. Gallman, 
Ralph Gray, et al. 1976. 

82. In Reserve: Ninth District Federal Reserve 
Bank. MTPS for FED. Prod, by Filmedla. 1975. 

83. An Investment to Protect. MTPS for U.S. Envi- 
ronmental Protection Agency (EPA). Prod, by 
Blackside. 1977. 

84. Is Anybody Listening? MTPS for Procter & 
Gamble. Prod, by Film Counselors & Amberly 
Productions. 1976. 

85. The Issrse . . . Freedom of Choice J. P. Stevens. 
1978. 

86. J. P. Stevens. AFLGIO. Prod, by Harold Mayer 
for National Citizens Committee for Justice for 
J. P. Stevens Workers. 1977. 

87. Jobs: Where Do They Come From? GTE. 1976, 

88. Karl Marx: The Massive Dissent in The Age of 
Uncertainty. FI. Prod, by Andrian Malone for 
BBC. Writ, and narr. by John K. Galbraith. 
1976. 

89. The Keys to the Treasury. BPL. Prpd. by U.S. 
Treasury Department, n.d. 

90. Kingdom of Mocha. MTPS. Amoco Oil with 
Tom Thomas Organization and Church Bird 
Studios. 1976. 

91. King Rat. WF. Prod, by James Wolf. 1965. 

92. The Labor Movement: Beginnirrgs and Growth 
in America. CORF. Consult. F. R. Dulles, n.d. 

93. Lamps in the Workplace. AFLCIO. Prod, by 
E3i Productions for Wage & Hour Division of 
U.S. Department of Labor. 1973. 
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M. Land and thsFtopUiRpuAs* of Uncertainty. 
FI Prod, by Andrian Malone for BBC. Writ, 
and narr. by John K. Calbhaith. 1977. 

95. Land in American Enterpriee; A Seriat of Vietct 
on American EooncmicHietory.MTfS for Fhll- 

Ups Petroleum. Consult. Bicharo A. Easter- 
UN. Robert E. Callman, Ralph Gray, et 
al. 1976. 

96. Und Um and Mituee. LC. Consult. Reid 
Bryson. 1973. 

97. The Law of Demand and Supply. BU. Prod, 
by CORF. 1952. 

98. Lawe. BIE for Whirlpool. Prod, by James C. 
Lilly w/BIE. Consult. Charles Venus. 1977. 

99. Lead-Time. BIE for Whirlpool. Prod, by James 
C. Lilly w/BIE. Consult. Charles Venus. 

1975. 

100. Learning and Earning (Inveetment in Human 
Capital) in Trade-Offe series. ATT. Prod, by 
JCEE, CFEE, and ATT. Consult. Philup Saun- 
ders. 1979. 

101. Lenin and the Great Ungluing in Age of Un- 
certainty. FI. Prod, by Andrian Malone for 
BBC. Writ, and norr. by John K. Galbraith. 

1976. 

102. Lets and More (Increasing Productivity) in 
Trade-Off's series. AIT. Prod, by JCEE, CFEE, 
and AIT. Consult. Philup Saunders. 1679. 

103. McCabe and Mrs. Miller. WB. Prod, by Robert 
Altman. 1071. 

104. Malcolm Decides (Persortal Decision-Making) 
in Trade-Offs series. ATT. Prod, by JCEE, 
CFEE, and AIT. Consult. Philup Saunders. 
1979. 

105. Making the Things We Need; Division of La- 
bor. EBEC. Prod, by WiUiam Kay. 1969. 

106. Man in the White Suit LC. Prod, by Michael 
Balcon. 1952. 

107. The Man Who Built a Better Mousetrap: A Dis- 
cussion of Economic Value of Advertising. BU. 
Prod, by Standard Oil of Indiana. 1957. 

108. The Mandarin Revolution in Age of Uncer- 
tainty series. FI. Prod, by Andrian Malone for 
BBC. Writ, and narr. by John K. Galbraith. 
1976. 

109. Mantters and Morals of High Capitalism in The 

Age Uncertainty series. FI. Prod, by Andrian 
Malone for BBC. Writ, and narr, by John K. 
Galbraith. 1976. 

1 10. The Manufacturing Midwest in United States 
Geogmphp series. MGH. Prod, by John Wilman 
Productions. 1976. 

111. The Market hnd the Individual in American 
Busitress System. IV. Prod, by NET and NAM. 
1962. 

112. Market Clearing Price in The People on Market 
Street series (Unit 5). WDEMCO. Prod, by 


FREE. Consult Armen Alchian and Doug- 
las Shetler. 1977. 

113. The Market Economy in Economics and the 
Public Interest. ATT. Prod, by Harvard Univer- 
sity Commission on Extension Courses. Taught 
and writ, by Richard T. Gill. 1966. 

114. Marxism: Theory That Split a World. LC. Prod, 
by John Irvin. Consult. lORWORTH Rees. 1969. 

115. Medieval England: The Peasant’s Revolt. LC. 
Prod, by John Irvin. Consult. Iorworth Rees. 
1969. 

116. The Medieval Guilds. EBEC. Consult. David 
K. BORE. 1956. 

117. Metropolis. WE. (Original dist. Janus Films.) 
Prod, by Fritz Lang. 1926. 

118. Modem Times. PP. Prod, by Charles Chaplin. 
1936. 

118. Money and Banking. MTPS. Prod, by Alfred 
P. Sloan Foundation and Sutherland Educa- 
tional Films for National Assoc, of Secondary 
Schools. Consult. Lester V. Chandler, 
Victor R. Fuchs, Ellsworth Thompkins, 
Thomas Waage, and Fred T. Wilhelms. 
1968. 

120. Money: How Its Value Changes. CORF. Con- 
sult. Lawrence E. Metcalf. 1971. 

121. Money on the Move: The Federal Reserve To- 
day. FEDB. 1971. 

122. Money, Taxes and Imagination. CENTRO. 
Prod, in cooperation with the H & R Block. 

1976. 

123. Monopoly in The American Economy: College 
of the Air; Lesson 79. BU. Prod, by AEA 
and JCEE. Writ, and pres, by John Coleman. 
1962. 

124. Mr. Edison 's Dilemma, or the Perplexing Prob- 
lem of Keeping Our Lights On. ASF. Prod, by 
Portafilms, for America’s Light 6c Power Com- 
panies. 1975. 

125. Mrs. Peabody’s Beach. WDEMCO. Prod, by 
Dave Assoc. 1971. 

126. Natural Gas: Supply and Demand. ASF for 
Boston Edison and American Gas Assoc. Prod, 
by Portafilms with cooperation of American 
Gas Assoc.; American Petroleum Institute; At- 
lantic Richfield; Exxon; etc. 1974. 

127. Noise Pollution. LC. Consult. Freeman Hall. 
1972. 

128. Norma Roe. TCF. Prod, by Martin Ritt. 1979. 

129. Now That the Dinosaurs Are Gone. ASF for 
Atomic Industrial Forum. Prod, by Bill Stokes 
Assoc. 1974. 

130. Offshore: The Search for Oil and Gas. MTPS 
for Elxxon. Prod, by Weiler Communications. 

1977. 

131. Oligopoly, Part I in ’The American Economy: 
College of the Air; Lesson 77. BU. Prod, by 
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AEA and JCEE. Writ and pres, by John Ck>LE- 
MAN. 1962. 

132. Oligopoly, Part 2 in The American Economy: 
College the Air: Letton 78. BU. Prod, by 
AEA and JCEE. Writ and pres, by JOHN Cole- 
man. 1962. 

133. People in American Enterprise, A Series of 
Vietvs on American Economic History. MTPS 
for Phillips Petroleum. Richard A. EIaster- 
LIN, Robert E. Gallman, Ralph Gray, et 
al. 1976. 

134. Planning the Land. AIMS. Prod, by Cinema 
Productions. 1974. 

135. Plantation South. EBEC. Consult. Ray Bil- 
uncton. 1959. 

136. Politics, Power and the Public Good. LC. Prod, 
by Columbia Pictures. Excerpts from Columbia 
Picture’s All the King’s Men. 1972. 

137. Pollution of the Upper and Lower Atmosphere. 
LC. Prod, with American Meteorological Soci- 
ety. 1975. 

138. The Poor Pay More. lU. Prod, by NET. 1967. 

139. Principles of Taxation in Structure and Func- 
tions of American Government. BU. Prod, by 
Encyclopedia Britannica. Narr. by Peter H. 
Odecard. 1963. 

140. Problems of Conservation: Environment in Cri- 
sis. EBEC. Consult. A. Sollers. 1970. 

141. Profit? You Gotta Be Out of Your Cotton Pickin ’ 
Mind. LC. Prod, by Stephen Bosustow. 1974. 

142. Property Rights and Pollution in The People 
in Market Street series (Unit 7). WDEMCO for 
FREE. Consult. Armen Alchian and Doug- 
las Shetler. 1977. 

143. Prophets and Promise of Classical Capitalism 
in Age of Uncertainty. FI. Prod, by Andrian 
Malone for BBC. Writ, and narr. by JOHN K. 
Galbraith. 1977. 

144. Protective Tariff vs. Free Trade. BU. Narr. by 
Edward B. Morrow. 1957. 

145. Public Policy Issues of Spectrum Market Struc- 
turesia The American Economy: College of the 
Air: Lesson 81. BU. Prod, by AEIA and JCEE. 
Writ, and pres, by John Coleman. 1962. 

146. A Question of Balance. ASF for Boston Edison. 
Prod, by RFG Assoc, for Edison Ellectric Insti- 
tute. 1974. 

147. Recycling Our Resources. OF. Prod, by Couil- 
lard. 1973. 

148. Refinery. MTPS for Elxxon. Prod, by Packham 
Productions. 1975. 

149. Resources. OF. Prod, by Art Evans., 1975. 

150. Returns. BIF. Prod, by James C. Lilly with BIE. 
Consult. Charles Venus. 1976. 

151. Rise and Fall of Money in Age of Uncertainty 
series. FL Prod, by Andrian Malone for BBC. 
Wirt, and narr. by JOHN K. Galbraith. 1976. 


152. The Rise of Big Busirtess in Rite of Industrial 
Atrterica series. EBEC. Consult. James 
Shenton. 1969. 

153. Rise of Labor in Rise of Industrial America se- 
ries. EBEC Consult. James Shenton. 1968. 

154. Ss/aip ^ Z>ss^. ASF for Boston Edison. Prod, 

by Institute of Gas Technology for Natural Gas 
Industry, n.d. , 

155. Santa Barbara . . . Everybody’s Mistakeia Our 
Vanishing Wilderness series. lU. Prod. NET. 
1969. 

156. Scarcity and Planning in The I^ple on Market 
Street series (Unit 1). WDEMCO. Prod, for 
FREE. C>nsult. Armen Alchian and Doug- 
las Shetler. 1977. 

157. Scrap; The Supernatural Resource. MTPS for 
Institute of Scrap Iron and Steel. Prod, by Ash- 
ton-Worthington, w/B.F. Films, n.d. 

158. Scrooge McDuck and Money. V/VEFACO.Prodi. 
by Walt Disney Productions, 1971. 

159. Sea Venture. MTPS for Exxon. Prod, by Quest 
Productions. 1975. 

160. The Second Battle of Britain. CORF. 1976. 

161. Songs and Stories of Labor. AFLCIO. Prod, 
by Rutgers University. 1969. 

162. The South Central Region in United States Ge- 
ography series. MGH. Prod, by John Wilman 
Productions. Consult. Clyde Kohn. 1976. 

163. Strength through Struggle. AFLCIO. Prod, by 
Ohio State University Labor Education and Re- 
search Service, n.d. 

164. Supply in The People on Market Street series 
(Unit 4). WDEMCO. Prod, for FREE. Ck)nsult. 
Armen Alchian and Douglas Shetler. 
1977. 

165. Taxes, TaxesIRh. 1977. 

166. Technological Detxlopment in American Busi- 
ness System. lU. Prod, by NET and NAM. 1962. 

167. Three Es are Interrelated. MTPS for Elxxon. 
Prod, by Centron Productions. 1973. 

168. Through the Northwest Passage. MTPS for 
Exxon. Prod, by Vavin. 1970. 

169. To Buy or Not to Buy (Market Demandfili 
Trade-Offs series. ATT. Prod, by JCEE, CPiCE, 
and AIT. Consult. Philup Saunders. 1979. 

170. To Sell or Not To Sell (Market Supply) in Trade- 
Offs series. AIT. Prod, by JCEE, CFEE, and 
ATT. Consult. Phillip Saunders. 1979. 

171. Trader Vic’s Used Cars. EBEC. Prod, by 
Charles Braverman. 1975. 

172. Tradeoffs. BIE. Prod, by James C. Lilly with 
BIE. Consult. Charles Venus, n.d. 

173. Treasure of Sierra Madre. US. Prod, by John 
Huston. 1948. 

174. Two Factories. LC. 1974. 

175. The Ultimate Resource. MTPS for Union Car- 
bide. Prod, by Here and Now. n.d. 
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17fl. Vnmnidovmmt and the Kaynatian Ravolution. 
AIT. Prod, by Harvard University Conuninion 
on E*t*n*ion Counef. Taught and writ, by 
Richabo T. Gill. 1966. 

177. Urban Impact on Waathar and Climate. IG. 
1972. 

178. Vital Force. MTPS for Chicago Board of Trade. 
Prod, by Insight. 197S. 

179. Voice*. MTPS for EPA. Prod, by McBride Pro- 
ductions, 1969. 

180. Wages and Production in The People on Market 
Street series (Unit 6). WDEMCO. Prod, by 
FREE. Consult. ARMEN Alchian and Doug- 
las Shetler. 1977. 

181. Watcha Gonna DoP EBEC. Prod, by Virginia 
Educational Television Corp. 1973. 

182. We Decide (Social Decision-Making) in Trade- 
Offs series. ATT. Prod, by JCEE, CFEE, and 
AIT. Consult. Philup Saunders. 1979. 

183. Welfare. ZF. Prod, by F. Wiseman. 1975. 

184. What Are Taxes All About? CAROUF. Prod, 
by CBS News (Christopher Glen). 1973. 

185. What Harvest for the Reaper? lU. Prod, by 
NET. 1968. 

186. What It Takes to Speculate. MTPS for Chicago 
Mercantile Elxchange. Prod, by Christopher 
Productions, n.d. 

187. Where Have All the (Canadian) Farms Gone? 
OF. Prod, by National Film Board of Canada. 
1969. 

188. Why Money? (Voluntary Exchange) in Trade- 
Offs series. AIT. Prod, by JCEE, CFEE, and 
AIT. Consult. Phillip Saunders. 1979. 

189. Why People Have Laws: Shiver Gobble and 
Snore. LC. Prod, by Gerald Lesser. Based on 
children's book by Marie Winnie. 1970. 

190. Why People Have Special Jobs: The Man Who 
Made Spinning Tops. LC. Prod, by Gerald 
Lesser. 1970. 

191. Why We Have Taxes: The Town That Had No 
Policeman. LC. Prod, by Stephen Bosustow. 
Based on book by Marie Winnie. 1970. 

192. Why We Need Each Other: The Animals' Picnic 
Day. LC. Prod, by Stephen Bosustow. Based 
on children’s book by Jon Wahl. 1972. 

193. Why We Take Care of Property: The Planet of 
the Ticklehops. LC. prod, by Paul Fierlinger. 
Based on story by Susan Horowitz. 1976. 

194. Will There Always Be an England? CAROUF. 
Prod, by John Tiffin for "60 Minutes.” 1976. 

195. With These Hands. AFLCIO. 1950. 

196. Working Together (Specialization) in Trade- 
Offs serie£ ATT. Prod, by JCEE, CFEE, and 
AIT. Consult. Philup Saunders. 1979. 

197. The World Beneath the Sea. MTPS for Exxon. 
Prod, by Worldwide Video Assoc. 1976. 


198. World Trade and U.S. Farm Products. 
CENTRO. Prod, by John Deere and Assoc. 
1975. 

199. A World Without Money. WDEMCO. Prod, 
by Film Graphics. 1970. 

List of Distributors 

ABF Audio Brandon Films, Div. of Brandon Films, 
Inc., 244 Kearney St, San Francisco, CA 
94108. 

ACI ACI Media, 35 W. 45th St.. Now York, NY 
10036. 

AFLCIO AFL-CIO Film Division, 815 Sixteenth 
Street, N.W., Washington, D.C. 20006. 

AIMS AIMS Instructional Media Services, Inc., 626 
Justin Ave., Glendale, CA 91401. 

AIT Agency for Instructional Television, Box 1111, 
W. 17th St., Bloomington, IN 47401. 

ASF Association Sterling Films, 410 Great Road, 
Littleton, MA 01460. 

BFA BFA Educational Media, 2211 Michigan Ave., 
P.O. Box 1795, Santa Monica, CA 90404. 

BIE B.I.E., Inc., 11th Floor, Worthen Bank Build- 
ing, Little Rock, AR 72201. 

BPL Boston Public Library, Audio Visual Dept., 
Boston, MA 02117. 

BU Boston University, Film Library, 765 Common- 
wealth Ave., Boston, MA 02215. 

CAROUF Carousel Films, 1501 Broadway, (Suite 
1503), New York, NY 10036. 

CENTRO Centron Educational Films, 1621 West 
Ninth St., P.O. Box 687, Lawrence, KS 
66044. 

CF Churchill Films, 662 North Robertson Blvd., 
Los Angeles, CA 90069. 

CORF Coronet Films, 65 East South Water St., 
Chicago, IL 60601. 

CP Columbia Pictures, c/o Columbia Broadcasting 
System, 51 W. 52nd St., New York, NY 
10019. 

EBEC Encyclopedia Britannica Educational Cor- 
poration, Instructional and Library Serv- 
ices, 425 North Michigan Ave., Chicago, 
IL 60611. 

FEDB Federal Reserve Bank of Boston, Public In- 
formation Department, Boston, MA 02106. 

FI Films Incorporated, 1144 Wilmette, Wilmette, 
IL 60091. 

GTE General Telephone and Electronics, Public 
Affairs, Stanfwd Operation Forum, Stan- 
ford, CT 06904. 

rU Indiana University, Audio-Visual Center, 
Bloomington, IN 47401. 

LC Learning Corporation of America, 1350 Ave- 
nue of the Americas, New York, NY 10019. 
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MGH McGraw Hill Book Co., 1221 Avenue of the 
Americas, New York, NY 10020. 

MGM Metro-Goldwyn-Mayer, 1350 Avenue of the 
Americas, New York, NY 10019. 

MTPS Modem Talking Picture Service, 2323 
New Hyde Park Rd., New Hyde Park, NY 
11040 

OF Oxford Films, Inc., 5451 Marathon Street, Los 
Angeles, CA 00038. 

PF Phoenix Films, 470 Park Avenue South, Now 
York, NY 10016. 

PP Paramount Pictmes, Inc., 1501 Broadway, New 
York, NY 10036. 

RB Red Ball Films, Inc., P.O. Box 298, New York, 
NY 10014. 


TCF Twentieth Century-Fox Film Corp., 10201 W. 
Pcio Blvd., Los Angeles, CA 90064. 

UA United Artists, 729 Seventh Ave., New York, 
NY 10019. 

WDEMCO Walt Disney Educational Media Onn- 
pany, 500 South Buena Vista St., Burbank, 
CA 91521. 

WB Warner Brothers, Non-theatrical Div., 4000 
Warner Blvd., Burbank, CA 91505. 

WF Wholesome Film Center, 20 Melrose Street, 
Boston, MA 02116. 

WR World Research, Inc., 11722 Sorrento Valley 
Road, San Diego, CA 92121. 

ZF Zipporah Films, 54 Lewis W. Wharf, Boston, 
MA 02110 
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Catastrophe theory. By Alexander Wood- 
cock AND Monte Davis. New York: Dut- 
ton, 1978. Pp. viii, 152. $9.95. JEL 79-0336 

Since its creation scarcely a decade ago, ca- 
tastrophe theory has been called everything 
from ‘‘the most important event in mathemat- 
ics since calculus,” to "the height of scientific 
irresponsibility.” Woodcock and Davis, a biolo- 
gist and a mathematician, have written a non- 
technical introduction to catastrophe theory 
that unravels some of the controversy and at- 
tempts to put the methodology of catastrophe 
theory into a proper perspective. The origins 
and antecedents of catastrophe theory mathe- 
matics and natural philosophy are traced,- the 
recent controversy is discussed; and applica- 
tions to social, biological, and physical sciences 
are presented. This review summarizes the 
main points and discusses the relationship and 
the authors’ application of the theory to eco- 
nomics. 

Catastrophe theory is more than a branch 
of mathematics that enables the modeling of 
discontinuous change in cause and effect pro- 
cesses; it is actually a paradigm that suggests 
a new mode for analysis. It is controversial be- 
cause it implies that 300 years of scientific in- 
quiry have been one-sided by viewing nature 
as smooth and continuous. With the introduc- 
tion of catastrophe theory, the abrupt changes 
often dismissed as random aberrations are the 
main focus of study. Catastrophe theory itself 
explains nothing, but neither does calculus; 
both simply provide a framework for model- 
ing 

Behind catastrophe theory are two major 
ideas: stnictiu-al stability and the "Classifica- 
tion Theorem.” Structural stability is both a 
mathematical concept of local stability and the 


major theme of the natural philosophy of Ren4 
Thom, the creator of catastrophe theory. Thom 
reasons that, in nature, the causal factors that 
produce an event can never be reproduced 
exactly, yet we observe the same events and 
behavior time and again. Thus, the process that 
channels causes into effects must allow a range 
of values for the causal variables and still pro- 
duce similar events. Processes possessing this 
characteristic are called structurally stable. 
Thom reasons that all events in nature are gen- 
erated by structurally stable processes. Mathe- 
matically, structural stability requires maxi- 
mizing or minimizing potential functions and 
reduces catastrophe theory to analysis of gra- 
dient dynamical systems. 

The major theorem of catastrophe theory, 
the Classification 'Theorem, shows that when 
causal factors are few (S 5), only a finite num- 
ber of topologically equivalent types of discon- 
tinuities can occur. These discontinuities, ca- 
tastrophes, can be visualized (at least partially) 
as smooth three-dimensional graphs. This has 
important implications for scientific methodol- 
ogy: if change can occur in only a limited num- 
ber of ways, classification and study are possi- 
ble. The beauty of catastrophe theory is that 
its rich geometry is accessible with only passing 
acquaintance with the deep mathemafics. As 
Thom remarked, "The dilemma posed by all 
scientific explanation is this; magic or geome- 
try.” With a geometric model, intuition and 
insight seem to follow; “black box” systems of- 
fer little to spur the imagination for further 
research. 

Catastrophe theory has been criticized on 
many fronts. Even the mathematics, while 
flawless, may do little that cannot be done with 
other branches of mathematics (e.g., sin- 
gularity and bifurcation theory) and requires 
a leap of faith in the modeller who must assume 
that the discontinuity is not really a very rapid 
continuity. Most criticism has been levied at 
specific applications and the nonquantitative 
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nature of catastropSie theory models. Some 
early applications have been rather hasty. 
Even E. C. Zeeman, the leading figure in ap- 
plied catastrophe theory, has constructed mod- 
els of dubious merit, including a stock market 
model that may imply that a purely speculative 
market can never crash. Other applications, 
particularly those in physics and engineering, 
have proved very interesting and useful. 

Ihe aim of most scientific inquiry is quantifi- 
cation and prediction. With its roots in difier- 
ential topology, catastrophe theory does not 
readily lend itself to quantification. Instead, it 
is qualitative and allows classification of form 
and change. To Thom and others, this is the 
kind of mathematics necessary for theoretical 
biology. Economists are at once reminded of 
Marshall's dictum, “The mecca of the econo- 
mist lies in biology,” but shy away from the 
apparent inability to generate quantitative 
prediction. Indeed, to many this suggests that 
catastrophe theory is inherently intuitive and 
speculative. To an extent, this is probably true, 
but catastrophe theory may also provide a 
fresh theoretical framework, the starting 
ground for any empirical model. E. Roy Wein- 
traub [1, 1979], for example, speculates that 
catastrophe theory may provide the models to 
link micro and macroeconomics. 

The apphcations presented by Woodcock 
and Davis are brief and serve only to give the 
reader a hint to the possibilities of applied ca- 
tastrophe theory. Two economic models are 
formulated, an inflation-unemployment model 
and an industrial pricing model. The inflation 
model is especially interesting; letting unem- 
ployment and the expected rate of inflation 
be control factors, stagflation is shown to be 
a common occurrance. There is even a policy 
implication: the sequence in which monetary 
and fiscal policies are applied is at least as im- 
portant as their magnitudes. The pricing 
model shows that for a given demand elasticity 
and industry structure (number of firms), ei- 
ther high or low prices may result. Neither 
model is fully developed (we can expect little 
more from noneconomists), but the geometry 
forces the reader to ask new questions. If the 
pictures do describe real economic phenom- 
ena, what must be the underlying dynamic 
that generates such behavior? This is the use- 
fulness of catastrophe theory: it suggests new 


ways of thinking and helps turn old foots into 
new knowledge. 

It’s too early to determine the role catastro- 
phe theory will eventually play in the sciences, 
much less economics. It took nearly two centu- 
ries for the geometric and quasi-theological 
writings in Newton’s Principiato become intu- 
itive and the basis for nearly all science. Hie 
fate of catastrophe theory will likely be re- 
solved in much less time, but as yet, the verdict 
is still out. Already catastrophe theory models 
are appearing in economics journals. For econ- 
omists questioning the conventional wisdom 
or ready to supplement the received theory 
with a methodology to analyze turning points 
and abrupt change, catastrophe theory shows 
promise. Woodcock and Davis’s book is an ex- 
cellent entry point for this new and controver- 
sial subject. 

William S. Brown 
University of Wisconsin 
Oshkosh 
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On revolutions and progress in economic 
knowledge. By T. W. Hutchison. Cam- 
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Thomas Kuhn’s Structure of Scientific Revo- 
lutions, at once exciting and elusive, has .left 
in its wake a good deal of confusion among 
historians of economics. There is no agreement 
on whether and if so how many revolutions 
have occurred, and the proliferation of claims 
has not been matched by an equivalent 
amount of diligent digging. It is a pleasing 
prospect, then, to find Professor Hutchison un- 
dertaking the necessary task of mustering 
“more of the relevant materials about the more 
important cases and elements, from which an- 
swers can be built up regarding the nature of 
the main changes or turning-points . . . and 
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regarding the ‘progress’ . . . that comes 
about, or is claimed” (p. x) in economics. 

Hutchison pursues his task in the "inductive” 
manner, beginning with a loose, working defi- 
nition of "revolution" and offering some tenta- 
tive generalizations only at the very end. In 
between there are 10 "case studies.” The basis 
for these studies existed in previously pub- 
lished work by Hutchison, extending over 
more than 40 years. But the separate pieces 
have been so thoroughly, in some instances vir- 
tually entirely, reworked and redirected by the 
author's main line of inquiry that they amount 
to fresh contributions. They bear the marks 
of all of Hutchison's work-, a knack for choosing 
interesting questions, impeccable scholarship, 
sharp but substantiated criticism, disdain of 
fashion, distaste for anything that smacks of 
centralizing attempts to circumscribe individ- 
ual freedom of choice, and an ease with words 
that makes reading a delight. 

The reader is here offered a veritable feast, 
for in pursuing his main questions — the sub- 
stance of revolutions and progress in econom- 
ics — the author introduces a host of sub- 
themes, ranging from James Mill as methodolo- 
gist to Joan Robinson as historian of economic 
thought. The trouble is that Hutchison com- 
numds one's attention, so that after being car- 
ried along on all of these intriguing excursions 
one is likely to end up with arms foil of souve- 
nirs but no very clear recollection about the 
trip. The final chapter brings us back to the 
main purpose, but there are few surprises; the 
author himself seems none too confident about 
what it all amounts to; the conclusions are spe- 
cific and circumspect; and One's most lasting 
impression may well be that what is called 
progress in economics is going to depend on 
which methodological rules one prefers. For 
Hutchison, not surprisingly, revolution and 
progress turn out to be both defined and meas- 
ured by the benchmark of empirical content. 
He accepts the familiar trilogy of genuine revo- 
lutions; a laissex foire revolution, a Jevonian 
revolution, and a macro revolution. What he 
calls the MiU-Ricardo methodological revolu- 
tion is also genuine enough, but doesn't fit into 
the author’s preferred empirical economics. 
Marx does not pass muster, though for two very 
different reasons. He drew too heavily on Ri- 
cardo for substance, while his ideas have not 


been widely accepted where economists eqfoy 
full hreedom of discussion. Some possible revo- 
lutionary episodes, such as the Methodenstreit, 
turn out on examination to have been not more 
than shifts in interests or attention. The would- 
be Sraffian revolution is judged strictly a re- 
birth of Ricardianism, though with even less 
empirical content. Here a complaint of many 
will be that Hutchison fails to distinguish 
clearly between neo-Ricardian, neo-Marxistic, 
neo- and post-Keynesian claims (on page 239 
they are simply lumped together as of a 
kind). 

As might be inferred already, this book is 
a highly personal statement, and part of its at- 
tractiveness lies in the author’s forthright dec- 
laration and defense of his preferences. Hut- 
chison is for refutable propositions, against 
extreme abstraction, and against pretensions 
to generality in theory based upon the false 
assumption of perfect knowledge. He is for 
economists who accept that the materials for 
testing economic propositions are complex and 
changeable, that as a consequence final refuta- 
tion may be impossible, that as a further conse- 
quence there is an inescapable past even in 
the most “current’’ of theories, and that as a 
final consequence, truth in economics is scarce, 
so that no method can be dismissed a priori. 
He is for economists who, when called upon 
to draw policy conclusions, give due place to 
the imperfectness of economic knowledge, and 
to social, historical, and political factors. With 
respect to his own profession, Hutchison is for 
history that is critically objective and against 
self-serving reconstructions. 

Thus he is for Adam Smith, who was “meth- 
odologically comprehensive” and took an en- 
compassing view of the scope of his subject, 
and for the long line of less illustrious propo- 
nents of historical, “Inductive” methods in eco- 
nomics. Among these the neglected Cliffe Les- 
lie gets very high marks, not least for his clear 
grasp of the fact that assuming perfect knowl- 
edge and ready self-adjustment to equilibrium 
will not do. Keynes is acceptable, in so far as 
he reiterates — albeit only as obiter dicta — Les- 
lie’s points, but he is sharply rapped for engag- 
ing in "dubious conceptual analysis and logom- 
achy” and for plucking from the air 
assumptions suited to his predetermined con- 
clusions after his abandonment of perfect 
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knowledge destroyed the possibility of truly 
general theory. 

Two sorts of villainy are forcefully exposed 
and condemned. One is the practice of James 
Mill and Ricardo of passing off their "strong 
cases” as universal truth. Totalitarianism is the 
second. Hutchiscm sees disturbing parallels be- 
tween the methodological exclusiveness, self- 
confidence, and pretensions to scientific and 
social omniscience exhibited by James Mill and 
by totalitarian regimes. And he finds that some 
recent Cambridge reconstructions of the his- 
tory of economics, with their deployment of 
simple models, revival of the “pseudo-theory" 
of labor values, neglect of demand, and so on 
come uncomfortably close to combining both 
forms of villainy. 

This bare and selective summary of acco- 
lades and rebukes does not do justice to Hut- 
chison’s detailed and careful scholarship, but 
it may serve to show the reader that this is 
no dry history but a tome for the times. 

Neil de Marchi 

Duke University 

Keynes, Cambridge and “The General The- 
ory"; The process of criticism and discussion 
connected with the development of “The 
General Theory": Proceedings of a confer- 
ence held at the University of Western On- 
tario, the Hebrew University of Jerusalem, 
and the Canada Council Edited by Don 
Patinkin and J. Clark Leith. Toronto and 
Buffalo: University of Toronto Press; Lon- 
don: Macmillan Press, 1978. Pp, xii, 182. 
$20.00. JEL 78-0642 

P’or years the creative process that gave final 
shape to Keynes’s General Theory was some- 
what legendary in form, supported largely by 
oral tradition. As a result of the conference 
that gave birth to the book under review, we 
are now supplied with a quite full, substantial, 
and informative account of the actual creative 
process, by some of those who participated in 
this process together with students of the un- 
derlying documents. The conference on 
Keynes, Cambridge, and The General Theory, 
held in 1975, was sppnsored by the Hebrew 
University of Jerusalem and the University of 
Western Ontario with the support of the Can- 
ada Council. It was hoped that from the dia- 
logue between individuals who had actually 


participated in die creation the General The- 
ory and those who had rtudied documentary 
evidence relating to its creation a better under- 
standing of the creative process would emerge. 
This hope has been realized. 

In his contribution to the four-chapter sec- 
tion dealing wdth the development of the 
General Theory between 1930 and its publica- 
tion, Patinkin identifies three stages in its de- 
velopment. During the first, the criticisms of 
the Cambridge "Circus” and especially certain 
individuals (e.g., Ralph G. Hawtry, Dennis H. 
Robertson, Friedrich A. Hayek) made Keynes 
aware of the inadequacies of his then newly- 
published Treatise on Money, out of which 
mold he did not get until the end of 1933. 
Most critical was the second and formative 
stage, one marked by intensive discussions. In 
1935 the third stage began with the distri- 
bution of galley-proofs to the “outside world.” 
Keynes, however, fulfilled the role of intellec- 
tual innovator to a degree sometimes underes- 
timated. Some exception is occasionally taken 
to Patinkin’s views by other authors. Austin 
Robinson discusses Keynes’s relations to his 
younger Cambridge colleagues, his consulta- 
tion with them, and the nature of their help, 
always under Keynes’s initiative and leader- 
ship. Robert B. Bryce, Walter S. Salant, and 
Lorie Tarshis describe how Keynes was viewed 
by his students in the I930’s. “A Chronicler’s 
View” of "Cambridge discussion and criticism 
surrounding the writing of The General The- 
ory “is presented by Donald Moggridge. ’These 
four chapters are followed by a very informa- 
tive general discussion on the part of most con- 
ference participants. 

In separate chapters Elizabeth Johnson de- 
scribes Keynes as “literary craftsman,” and 
Harry Johnson examines the impact of the aca- 
demic environment of Cambridge on econo- 
mists, economics, and related matters in the 
early 1930’$. Discussion of these papers follows. 

Appendices are devoted to Patinkin’s corre- 
spondence with Richard Kahn, a paper by 
Bryce and related correspondence with 
Keynes, and Bertil Ohlin’s comments on 
"Keynesianism” and the pre-1935 “Swedish 
’Theory of Expansion.” 

A bibliography together with appendices of 
names and subjects round out this informative 
volume, a volume of great value both to stu- 
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dents of the history of the origin and evolution 
of economic ideas and to scholars interested 
in Keynes's contribution. 

Joseph J. Spengler 

Duke University 

040 Economic History 
Immigrants— and immigrants: Perspectives on 
Mexican labor migration to the United 
States. Edited by Arthur F. Corwin. Con- 
tributions in Economics and Economic His- 
tory, no. 17. Westport, Conn., and London: 
Greenwood Press, 1978. Pp. xii, 378. $18.95 

JEL 7^-0051 

The United States is in the midst of the larg- 
est immigration movement in history. Yet, sur- 
prisingly, little attention is given to the issue 
despite the momentous implications for both 
the present and the foreseeable future. Unlike 
the past, the m^ority of the immigrants now 
enter the country illegally. It is obvious that 
prevailing immigration policy is totally ineffec- 
tive in the accomplishment of its stated objec- 
tives. Even more important is the fact that the 
nation is rapidly acquiring and institutionaliz- 
ing a subclass of rightless and exploitable per- 
sons that is substantial in size. 

Although immigration to the United States — 
both legal and illegal — involves persons from 
virtually every country in the world, Mexico 
has, since the turn of the century, been the 
source of the majority of the illegal immigrants 
and, since the mid-1960’s, the plurality of legal 
immigrants. It is the immigration from Mexico 
that is the topic of the book edited by Arthur 
Corwin. The volume contains 13 essays. Of 
these, Corwin himself is the author of eight 
and co-author of three more. Several essays 
are historical. They present the evolution of 
the issue in carefully documented detail. Most 
of the remainder of the essays deal with spe- 
cific issues {e.g., the inadequacy of e y is Hng sta- 
tistics, immigration policy ambivalence, labor 
market impact, and human rights consider- 
ations). One chapter consists of autobiographi- 
cal accounts of the experiences of two illegal 
aliens who have spent almost their entire lives 
in the United States. In addition, there is an 
excellent essay by Paul S. Taylor on the future 
of Mexican immigration. Taylor’s monograph 
series on Mexican labor in the United States 


(written between 1926 and 1934) remain the 
I >f . fninal works of that era, and his wisdom into 
the contemporary dilemma is instructive. 

The contribution of this book is the thor- 
oughness with which it examines the issue. 
There already exist numerous excellent studies 
of facets of this evolutionary drama — such as 
books on the repatriation drives of the 1930’s; 
the bracero years; the migrant worker phe- 
nomena; and the complexities of border eco- 
nomics. But there does not exist any compara- 
ble volume that has approached the totality 
of the issue and which has incorporated the 
magnitude of research findings as does this 
book. In addition to its exposition of the find- 
ings of others and its linkage of these disparate 
works into a single thread, there are numerous 
additional insights provided in Corwin’s essays. 
They are ther results of oral interviews and a 
meticulous review of lesser known writings 
(e.g., M.A. theses, pamphlets, and archival doc- 
uments). It is a tour de force of the literature. 
Diverse views are amply and fairly repre- 
sented. It is clear, however, that Corwin has 
become thoroughly disgusted with the current 
state of affairs. Despite occasional interjections 
of personal frustration, anyone reading the 
book wiU benefit from the experience, regard- 
less of whether he or she is an expert or novice 
in the subject. 

Aside from the scholarly information, the 
value of the book is its underlying theme: 
namely, the prevailing immigration system is 
in shambles. On the American side of the bor- 
der, an unholy combination of exploitive firms, 
corrupt and inept politicians, an overwhelmed 
enforcement agency, opportunistic Chicano 
community leaders, and activist civil libertari- 
ans has developed. On the Mexican side, there 
are the economic conditions of massive pov- 
erty, unemployment, and underemployment 
as well as the demographic reality of an on- 
going population explosion. These conditions 
in Mexico have combined with a pcditical sys- 
tem of state-owned capitalism that has gener- 
ated a powerful ruling elite who have manipu- 
lated the illegal immigration issue as a way 
to forestall needed domestic reforms and to 
protect a grossly unequal distribution of in- 
come. The result, as Corwin convincingly dem- 
onstrates, is a nightmare that seemingly has 
no end. There are enough accounts of inhu- 
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mane treatment and exploitation to provide 
a script for a television series of indefinite dura- 
tion. There are the selfish business interests 
who are seeking a somce of cheap labor as 
well as a way to block unionization; there are 
the unscrupulous smugglers who often extort, 
abuse, and betray the helpless soub who en- 
trust their lives to these modem day slave mer- 
chants; there are the document forgers; the 
loan sharks; the phony marriage brokers; the 
pregnant mothers who trek across the border 
for the birth of their children; the American 
midwives who falsify Mexican births as taking 
place in the United States; the bribed govern- 
ment guards and immigration officials on both 
sides of the border; there are the hypocritical 
union leaders who advocate sanctions against 
employers for hiring illegal aliens but who 
lobby to exempt union hiring halls foom such 
coverage; there are the misguided civil liber- 
tarians who constantly fight through the courts 
to neutralize any punitive or deterrent poli- 
cies, yet whose actions help to create a rightless 
class; there are the immigration lawyers who 
nit-pick at the rules, regulations, and statutes 
in order to bog down the administrative ma- 
chinery and to collect their high fees from the 
poor; there are the Chicano militants who be- 
tray their community followers by attacking 
anyone as a “racist” who indicates that unre- 
stricted immigration adversely affects the Chi- 
cano labor force the most; there are the politi- 
cians who are the savants of all the various 
pressure groups, who stifle any effort to enact 
enforceable public policy measures; and there 
are the vigilantes who beat, rape, rob, and 
sometimes kill unsuspecting aliens who fall vic- 
tim to their presence. 

Before one can understand the nature of the 
policy dilemma, it is necessary to delve into 
the myriad of unique institutional factors. 
Among these discussed in the book are such 
concepts as “green carders,” “white carders,” 
H-2 holders, “the Texas proviso,” the “volun- 
tary departure system,” the “Chicago stays,” 
“Rodino bills,” and “the Mordida,” to mention 
only a few. The only significant issue that is 
not touched by Corwin is potentially the most 
dangerous aspect of the entire subject. That 
is the second generation effects. What are the 
long-term ramifications of the maturing of the 
children of illegal aliens into adults? The cur- 


rent generation may be grateful for the eco- 
nomic opportunities provided by employment 
in the United States, but it is certain that their 
children will not be — nor should they be. 
Growing up in a family enviroiunent of ineligi- 
bility for minimum social protections (e.g., food 
stamps, unemployment conipensation, and 
supplementary benefits); of denial of all politi- 
cal voting rights; and of frequent economic ex- 
ploitation can only be expected to generate 
dire consequences in the long nm. 

The only serious criticism of the book is that 
Corwin, a historian, does not understand the 
essential economic impact of illegal aliens. He 
allows his case to rest on the idea that the ad- 
vent of welfare payments and unemployment 
compensation have attracted American work- 
ers away from certain low wage occupations, 
which illegal aliens have now moved into. This 
charge misses the whole point, and it wrongly 
condemns the nation’s social insurance sys- 
tems. Rather, the point should be that it is the 
presence of illegal aliens in substantial num- 
bers that depresses or retards wage levels (also 
unionization opportunities and competitive 
fringe benefits) in these selective labor markets 
to such a degree that citizen workers must 
withdraw from the competition. No citizen 
worker can compete with an illegal alien when 
the terms of the competition are who will work 
the longest hours, for the lowest pay, and un- 
der the most arbitrary conditions. 

Immigration reform deserves a high priority 
on the national agenda. The present volume 
contributes to a wider recognition of the broad 
dimensions of the issue and of the immediate 
urgency for action. 

Vernon M. Briggs, Jr. 

Cornell University 

The origins of central banking in the United 

States. By Richard H. Timberlake, Jr. 

Cambridge, Mass., and London; Harvard 

University Press, 1978. Pp. ix, 272. $18.50. 

JEL 79-0064 

This book provides interesting and useful in- 
formation about the American monetary land- 
scape in the nineteenth and early twentieth 
centuries. To his credit, the author draws on 
and works with the records of congressional 
debate since 1789, executive replies to con- 
gressional inquiries, reports of commissions. 
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ft^niifll reports of Secretaries of the Treasury, 
committees of the currency, and other U.S. 
Government oflkials. He views his work as es- 
sentially "a type of intellectual history." 

He presents his story in fourteen well-writ- 
ten chapters, some appearing elsewhere in 
Journal articles. In essence, he argues that cen- 
tral banking in the United States developed 
because people, circumstances, and conditions 
favored its development. This is supported by 
various citations of “who said what and when 
in debates before Ckingress and in the halls 
of America's financial institutions. 

This is useful if only because nowadays eco- 
nomic history and, indeed, history of economic 
thought, are not compulsory for all economic 
students. As a result, today many economics 
students, even Ph.D.’s, have no historical per- 
spective for their theories or investigations of 
contemporary problems. Much of their writing 
is as a result rather naive. They fail to appreci- 
ate that many seemingly new problems have 
an ancient lineage and that much economic 
theory as well as economic institutions have 
developed in an attempt to explain or adjust 
to some more important episodes in the past. 

Professor Timberlake seeks to remedy these 
defects in the case of the development of cen- 
tral banking in the United States. His analytical 
argument, unfortunately, becomes at times 
blurred. The connection between external and 
internal events is not clear. He seems to stress 
that given the operation of the international 
specie standard, central banks are so much ex- 
cess baggage. Perhaps they are. The important 
role that the international specie standard 
played in linking together the various trading 
countries and espcscially in accounting for 
much of the monetary turmoil in the United 
States in the first half of the nineteenth century 
is not in dispute, certainly not by me, since I 
wrote on that very issue in my doctoral disser- 
tation almost a quarter of a century ago while 
in the Money and Banking Workshop of the 
University of Chicago. 

Given the operation of the specie standard, 
innovative ventures into central banking were 
very limited indeed. It is in this sense that Pro- 
fessor Timberlake's concern and discussions of 
who said what, when, and where is so much 
froth on the surface. The important issue is 
linking internal and external events and their 
interactioa 


External influences are important. They 
tended to be monetary in nature. The author 
could well have addressed these issues in 
greater detail. For instance, a useful and im- 
portant story still remains to be told on the 
intenuitional transmission of central banking 
ideas. Lessons learned would very likely serve 
to assist in contemporary problems of interna- 
tional technology transfer and of development 
of new central banks for coimtries or groups 
of nations. 

The author’s discussion on the Federal Re- 
serve System and its relationship to member 
banks could have benefitted from a more pre- 
cise discussion of the “stock” that member 
banks are required to hold in the Federal Re- 
serve Banks. Instead of “stock ownership,” 
what really exists is a contract under which 
the 6 percent return is a subsidy paid to mem- 
ber banks to participate in the public enter- 
prise of money creation, or more accurately 
in taxation, under rules imposed by the federal 
government. The “stock” is (or better today 
“was”) a “subsidy” in the sense that it is practi- 
cally a high-yield government bond. The 
amount of the subsidy depends on the differ- 
ence between a 6 percent return and the going 
rate on government bonds. The true subsidy 
was somewhat less than this differential be- 
cause the “stock” unlike the govermnent bond 
caimot be converted into reserves. The Fed- 
eral Reserve is indeed a public enterprise — 
albeit of a unique sort. 

In summary the book can be said to be a 
clear exposition of historical facts which, how- 
ever, were already quite well known. It is his- 
torical and descriptive rather than analytical 
and theoretical. It does contain much informa- 
tion of historical value, which otherwise is not 
readily available. 

George Macesich 
Center for Yugoslav-American Studies, 
Research, and Exchanges 
Florida State University 
Tallahassee 

Dutch shipbuilding before 1800: Ships and 
guilds. By Richard W. Uncbr. Aspects of 
Economic History: The Low Countries se- 
ries, Assen/ Amsterdam: Van Gorcum, 1978. 
Pp. xi, 216. $16.25. JEL 78-0932 

The history of the shipbuildii^ industry dur- 
ing the Dutch Renublic has ndt been criven 
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Oie attention it deserves when one considers 
its ctmtribution to economic growth. This lack 
has now been more or less met by EUchard 
Unger’s Dutch Shipbuilding before 1800. At 
first one is inclined to see the growth of ship- 
building as a result of expanding international 
trade, but this explanation is too narrow. The 
present economic historical view of the Dutch 
Republic (consisting of Holland and Zeeland 
and five other provinces) is no longer that of 
one sector or industry leading the way, with 
the other sectors or industries deriving their 
development from its growth. Not long ago 
the history of the Republic was one-sidedly 
seen as a process of economic growth stem- 
ming from international trade and trade-re- 
lated industries. A more balanced approach is 
to be found in recent publications like Jan de 
Vries’s The Dutch Rural Economy in the 
Golden Age, 1500-1700 [1, 1974], J. W. de 
Zeeuw’s “Peat and the Dutch Golden Age: The 
Historical Meaning of Energy-Attainability” [3, 
1978], and Jan de Vries’s “Barges and Capital- 
ism: Passenger Transportation in the Dutch 
Economy 1632-1839” [2, 1978]. This approach 
is also true of the book under review. 

Statistics for production in shipbuilding are 
not available for the period before 1800. 
Therefore Unger has been forced to choose 
another approach. His book centers around 
technological development and the impor- 
tance of shipcarpenters’ guilds. If shipping, 
commerce, and international trade was the 
most dynamic sector of the Dutch economy, 
then technical change in that sector must par- 
tially explain the unique pre-industrial devel- 
opment of the provinces of Holland and Zee- 
land. Unger’s choice of the guilds as a central 
point in the analysis of shipbuilding was deter- 
mined by the availability of sources and by the 
peculiar character of these institutions. 

The contribution made by shipbuilding to 
the economic growth of the Dutch Republic 
was not confined to a quantitative and derived 
growth of the industry resulting from a grow- 
ing demand for ships. The technological devel- 
opment in shipbuilding also had a stimulating 
efiect. During the fourteenth century, Dutch 
shipbuilders worked along lines similar to 
other North-Europeans, and until the end of 
the sixteenth century, South-European ship- 
building was siqjerior in quality. However by 
1600, Dutch shipbuilders had closed this tech- 


nical gap between their work and diat of the 
Italians. The main success in Dutch Upbuild- 
ing was the gradual improvement, tlnough 
small additions and modifications, of inherited 
designs. 'The cumulative results of this evolu- 
tion appeared ultimately to be revolutionary. 
And the cause? The exceptiontd position of the 
Republic in international trade made it possi- 
ble to design specialized ships adapted to the 
needs of the shippers and to the circumstances 
under which they were to be used. Experi- 
ments both during the design phase and during 
building were necessary in view of the great 
potential loss through shipping disasters. Com- 
pared to other moving capital goods, ships 
were very expensive investments. SpeciaUza- 
tion in shipping formed the main independent 
stimulus for a technological development, 
which resulted in a wide range of different 
types of ships. 

During the seventeenth and eighteenth cen- 
turies, the Holland and Zeeland shipbuilders 
did not try to compete in the building of large 
ships. Indeed, the innovation in design had 
slowed down appreciably by the 1630’s, and 
had declined even further after the 1670’s. It 
appears that as the limits of commercial expan- 
sion were reached, there was less need of inno- 
vation in shipbuilding; its stimulus had disap- 
peared. But this was not the only cause of 
decline. Other European governments had be- 
gun to protect not only their merchants and 
shippers against Dutch competition, but also 
their shipbuilders; the Republic was involved 
in wars, which led to an unprecedented tax 
burden and an enormous public debt; there 
were high wages in Holland and Zeeland, and 
a shrinking domestic market for new ships. 
Further, the Republic had only a small part 
of the rapidly growing colonial and extra-Euro- 
pean trade, and the entrances to Dutch har- 
bors were so bad they required adapted types 
of ships. 

The decrease in growth and iimovation 
made the shippers and guilds look for other 
ways of maintaining their position. In general, 
Dutch shipcarpenters’ guilds imposed more re- 
strictions on the activities of their members 
and became more protective towards their 
markets. As far as urban industry was con- 
cerned, these restrictions were partly the re- 
sult of the success of the free shipbuilding in 
the Zaanstreek. Its remarkable growth in the 
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leventeenth century seem* to have confirmed 
the liberal view of the advantages of freedom 
from guild control, at least under the then ex- 
isting circumstances. But in the eighteenth 
century this free Industry also collapsed. 

The book is completed with eighteen in- 
formative guild letters. Unger gives in a nut- 
shell (118 pages) a good insight into the rise 
and further development of an important pil- 
lar of the Dutch Republic's economy. 'There 
remain however, some points of criticism. I 
feel that more attention could have been given 
to rural industry, which, although of little im- 
portance internationally, was essential to traffic 
on the Dutch waterways. 'There is also no dis- 
cussion of the Groningen shipbuilding indus- 
try. 

Roeland W. J. M. Bos 

Wageningen 
The Netherlands 
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050 Economic Systems 
Beyond boom and crash. By Robert L. Heil- 
BHONEH. New York: Norton, 1978. Pp. 111. 
$6.95. JEL 78-0938 

In the mainstream of economic literature 
growth is the hero and business instability the 
villain. While there are many discussions about 
the downturn, its beneficial effects are given 
little play; to the extent that they are dealt 
with, it is only in the exegesis of market compe- 
tition. In the Marxist branch of the literature, 
cyclical downturns have a larger role; in fact 
they have an indispensable place in the unfold- 
ing of the process of capitalist accumulation. 
But here, too, the downturn, besides being 
bleak, is the blackguard that transforms the 
successful entrepreneur into the giant mo- 


nopolist. Indeed, it is the series of downturns 
that have moved us from the “competitive cap- 
italism” of the 1860’s through “monopoly capi- 
talism” into the “welfare capitalism” of the 
1960's. 

In this recent, elegant essay, Heilbroner 
gives the “purgative” effects of the down- 
turn — or to be precise their absence — center 
stage and argues that we are about to enter 
a new phase: “capitalist planning.” 

Heilbroner begins with “Another worldwide 
crisis of capitalism is upon us” and goes on to 
argue that the 1973-75 contraction differed 
from previous ones. 'The basic facts are well 
known and broadly agreed upon. As measured 
by traditional indicators, a mi^or spasm took 
place when the world long-term growth ceased 
in 1973. Output declined, employment fell — 
in some countries more, in others less — but 
clearly everywhere and by much. Yet given 
the dimensions of the contraction, there was 
no panic — ^few firms went bankrupt; almost no 
bank closed its doors; markets — except for a 
very few isolated commodities— did not col- 
lapse; fortunes did not change hands. While 
the unemployment rates increased, there were 
no long lines of unemployed workers; instead 
the “guest workers” of Western Europe went 
back to the more rural societies of Greece, Yu- 
goslavia, and Turkey; while in the United 
States instead of mass layoffs, there were fewer 
jobs for women and teenagers newly entering 
the labor force in large numbers. Most impor- 
tantly, prices did not fall; instead here, and 
less so abroad, “stagflation” took over with the 
rate of inflation continuing to creep up almost 
unaffected by the crisis. Heilbroner has little 
new to say about the persistence of inflation: 
he underlines the inflationary effect of the de- 
cline of the “American imperium” and notes 
how representative democracies cannot re- 
duce government spending “because the polit- 
ical motivation behind it has a stubborn inertia 
that contrasts with the more volatile spending 
behavior of the private sectors.” (p. 46). 

By 1975 the upward movement of the tradi- 
tional indicators had resumed, and it could be 
said that the crisis was over. Not so, argues 
Heilbroner. The continuing inflation, the de- 
pressed state of the world stock exchanges, the 
unease of capitalists shifting the quality and 
nationality of their assets, the terrorism of the 
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world’s youth gangs and the apocalyptic sce- 
narios 6{ best sellers, such as Paul Erdman’s 
The Crash of 79 [1, 1976] all point to a ubiqui- 
tous sense of a problem that lingers on. 

Hie contraction of 1973-75 thus was Beyond 
Boom and Crash, a different downturn. Infla- 
tion, the working of the planning systems inter- 
nal to the giant enterprises, the entropy in gov- 
ernmental systems trying to ofiFset each others' 
actions, all nullified the curative effects of the 
downturn. The cleansing effects associated 
with the social and technical change typical 
of other contractions did not take place, leav- 
ing behind not a crisis definable by economic 
realities “but one of expected developments, 
not one of economics alone but of belief” (p. 
69). 

Few in our profession have as consistendy 
as Heilbroner moved back and forth between 
the detailed probing of precise theoretical 
propositions and the elucidating of the broad 
interplay of institutions and ideas in our soci- 
ety. Few economists have produced both suc- 
cessful intermediate theory texts and popular 
books with titles such as The Future as History 
[2, 1960] or An Inquiry into the Human Pros- 
pect [2, 1974]. With all its technical complexity, 
most of the book reviewed here first appeared 
in The New Yorker with the subtitle “The Re- 
flections of an Economist.” Heilbroner 's writ- 
ing for many publics and at many levels is a 
m^or virtue because it invariably points to 
new directions. 

As a manpower consultant to large firms dur- 
ing the 1973-75 crisis, this reviewer witnessed 
numerous organizational restructurings, expe- 
riments with job contents, the introduction of 
new assessment and evaluation techniques, the 
restructuring of career ladders, and an increase 
in the staff to line ratios. In the great majority 
of firms with lower profits and relatively 
smaller increases in dollar revenues, inefficient 
employees were kept on the job, marginal 
managers were not demoted, at the most a 
few of them had to share in smaller bonus 
pools. 

Where the Heilbroner argument leads to is 
greater concern with intrafirm failures. Al- 
though mistaken decisions are recognized by 
economists, too little is made of them. With 
the firm often larger than the nation-state, in- 
trafirm contradictions need to be focused 


upon. "Slippage” is recognized in talking about 
the political executive, but much less is said 
about the equivalent “slippage”— often a form 
of imconscious sabotage — laced by the private 
chief executive blocked by the managerial bu- 
reaucracy. Heilbroner writes about “the lurk- 
ing indiscipline of the labor' process” (p. 33), 
and there is a suggestion that wdiat is involved 
is the Lordstown type malcontent of the prole- 
tariat and the deterioration of the quality of 
work life. With the increased importance of 
internal or strategic planning — aU aimed at 
creating btjffers between the firm and the nuu- 
ket — ^it seems more useful to focus on the lurk- 
ing indiscipline of managerial processes. It may 
be that the purgative effects of the downttun 
are nullified in the external market because 
they are originally blocked by the internal bu- 
reaucracies — it is rarely noted that the econo- 
mists’ batting average on aggregate forecasts 
is much better than that of managers in achiev- 
ing internal targets. The contraction of 1973- 
75 was preceded by the telephone industry’s 
underestimate of its demand, by the air trans- 
port industry’s errors in equipment investment 
decisions, etc. Heilbroner’s broad sweep leads 
to all kinds of reassessments, both as to the 
future of our society and of our discipline. The 
disassociation of macro and micro is only one 
of them. 

Heilbroner is only suggestive about the na- 
ture of capitalist planning, but clearly it will 
require a better understanding of the impacts 
of strategic planning. 

Beyond Boom and Crash is well worth read- 
ing; it stimulates thought, and what more can 
one expect from a small essay? 

Oscar A. Ornati 

New York University 
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The attack on corporate America: The corpo- 
rate issues source book. Edited by M. Bruce 
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Johnson. New York: McGraw-HlU, 1978. 

Pp. XV. 348. $14.95. lEL 79-0366 

This book is, at the outset, difficult to review, 
since it takes the form of a collection of 61 
brief essays by a large niunber of economists, 
lawyers, and scholars in management and fi- 
nance. The project was sponsored by the Law 
and Economics Center at the University of Mi- 
ami. 

The book “[addresses] the issues and chal- 
lenges raised by contemporary critics of the 
large American corporation . . . designed to 
provide a ‘quick fix' on the substance of a wide 
variety of issues, [sununarizing] pro and con 
arguments on issues and indicate the results 
of thoughtful aiuilyses" (p. xi). 

The essays are classified under four major 
headings and 11 sub-headings. The mayor 
headings are (I) Sociopolitical Analogies and 
the Corporation, (II) Control of the Corpora- 
tion, (III) State Versus Federal Chartering of 
Corporations, and (IV) Corporate Power auid 
the Market. Each major heading has a variety 
of sub-headings, au for example under (I), Cor- 
porate Social Responsibility and Accountabil- 
ity, Employment Relationships, and Political 
Issues, ^cept for heading (IV), which contains 
27 of the total of 67 essays under 4 subheads, 
the number of essays per section is relatively 
equal. 

All the essays are approximately the same 
length, roughly 5 printed pages, each headed 
by a one paragraph editor’s summary and cross 
referenced to other essays in the volume to 
which they relate. The volume also contains 
a 32-page bibliography and a brief list of legal 
sources. 

The book is written and edited at the lay- 
man's and student level, and given the short 
length of each essay, the issues are not, of 
course, explored in depth, but only briefly sur- 
veyed. Also given the large number of authors, 
there is a wide range of views and treatments. 

In the reviewer’s opinion, the most valuable 
portion of the book is part one, which raises 
broad and relatively unexplored issues, in con- 
trast for example to part four, which is con- 
cerned with corporate power, pricing, output 
decisions, etc., all well-charted ground. 

Part one concerns itself with such matters 
as the appropriateness of corporate eflPorts in 


the area of social resptHisibility, the cost of pur- 
suing such goals, impact of the corporation on 
individual responsibility, disregard of citizens’ 
rights by the corporation, degree of democracy 
in the corporate structure, and similar issues. 

Much of this material appears, at least to this 
reviewer, as relatively new and in tune with 
rhiniHng on Current issues such as the impact 
of the corporation on employee civil rights, 
alienaHon ^workers, and the relationships be- 
tween the corporation, women, and minorities. 
These are issues not generally covered in tradi- 
tional courses in govenunent and business, and 
only recently much thought about. 

Part two deals essentially with narrow and 
technical issues of corporate control such as 
too much /little managerial authority, share- 
holder roles, tender offers, the quality of busi- 
ness reporting, and so on. 

Part three deals for the most part with the 
familiar issues of control of competition under 
federal state chartering, and with only 34 
pages, is the shortest in the book. 

The issues covered in part four are essen- 
tially economic, such as administered prices, 
impact of advertising cost, corporate pricing 
and inflation, industrial concentration, and 
pricing and output decisions. All of this mate- 
rial will be familiar territory to students of in- 
dustrial organization and control. 

For the student or laymen unacquainted 
with these matters, the material will be merely 
introductory, and he will be forced to turn to 
more traditional sources for in-depth treat- 
ment, e.g., the final article “Should Criteria for 
Antitrust Action Be Broadened?” requires 
roughly 1000 words to reach the conclusion 
that no broadening is necessary. 

In the preface. Professor Henry C. Manne, 
Director of the Law and Economics Center, 
notes that antibusiness feeling in America has 
had a long history and that in times of national 
stress the corporation has provided a handy 
target for frustration, since it is an impersonal 
and frequently misunderstood organization. 

In one sentence he compares the antibusi- 
ness feeling and ignorance as to its role (and 
consequent tendencies to blame it for all mis- 
fortunes) to the tendency of Nazi ’’scholars” 
to fix blame for national ills on the Jews. 

This may seem a bit much, but it generally 
sets the tone of the book, and on balance the 
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Hidiors pretent the corporation in a hi^y fa- 
vorable light: 

Many penons studying this work will be sur- 
prised to learn that the weight high-grade 
Kholanhipilooalt the modem corporate system 
supports stron^y the conclusion that unregu- 
lated corporate capitdism functions more desir- 
ably than various louder voices have led us to 
believe. (Italics added; p. xv.) 

The essays present many corporate-public 
issues in a new light, and the book acts to bal- 
ance the more typical academic view that 
state/federal regulation is the answer to all 
problems and that the Interstate Commerce 
Commission, Federal Trade Commission, and 
the Antitrust Acts have saved Western Civiliza- 
tion from disaster; yet the essays are merely 
alternative points of view and far from being 
convincing proof, based on high grade scholar- 
ship. 

However, within its limitations this is a useful 
work. It might well serve as a supplementary 
text for courses in government and business, 
as well as a source book on the subject of the 
posture of the modem corporation vis-d-vis so- 
ciety. 

Hugh S. Nobton 
University of South Carolina 
Columbia 

100 Economic Growth; Development; 

Planning; Fluctuations 

110 Economic Growth; Devklopment; and 
Planning Theory and Poucy 

Planning process in Indian polity. By V. D. 
Divekar. Bombay: Popular Prakashan, 
1978. Pp. xii, 398. $12.50. JEL 79-0073 
The stated objective of Divekar’s book is to 
analyze the process of planning in India, as it 
evolved mainly through the performance of 
the four Five Year Plans (1951-71). This pur- 
pose the author has sought to accomplish by 
conducting “a searching enquiry into several 
issues such as the extent of ideological influ- 
ences on planning process in India; the impact 
of planning on the programmes and policies 
of political parties and organized interest 
groups; the organizational strength and weak- 
nesses of various political parties in relation 
to developmental needs of the coxmtry” (p. 


viii). In short, his work can be considered as 
an attempt to study “the mutual relations be- 
tween political iiutitutions, political groups 
and political ideologies vis-a-vis {danning and 
its implementation in India.” 

This volume, which is an O|itgrowth of a doc- 
toral dissertation presented at the University 
of Poona, is clearly the product of an intensive 
and careful examination of many documents 
and data. Considering the length and breaddi 
of the materials the author has examined, the 
book is an admirably brief one. 

Those who are familiar with Albert H. 
Hanson’s The Process of Planning [1, 1966], 
Prasanta Chandra Mahalanobis’s Talks on 
Planning [3, 1961], and Arthur Lewis’s 
Development Planning [2, 1966] will probably 
find Divekar more historical and descriptive 
of actual planning procedures and institutions, 
and less aiulytical and theoretical than these 
earlier presentations. 

The problems of plaiuiing and its implemen- 
tation are studied in macro-economic form, 
and the book can be divided into two parts. 
The first part deals with the planning proce- 
dures. In three successive chapters, the process 
of planning is discussed at the level of the Plan- 
ning Commission, Parliament, and the federal 
polity. 

The chapter on the Planning Commission 
begins with its formation in March 1950 and 
traces through the developments that have 
taken place since then. The chapter contains 
many historical facts detailing the success with 
which the Planning Commission has formu- 
lated and implemented its targets, in response 
to the needs and views of diverse political seg- 
ments of the country. More useful and informa- 
tive, however, in this reviewer’s opinion, is the 
latter part of the chapter where the author 
discusses “Perspective and Physical Plaiming” 
and “Annual Plans.” An analyst interested in 
gaining a perspective about planning may find 
the section on planning evaluation particularly 
useful. 

The chapter on the relationship between 
Parliament and plan explains how the ultimate 
decisions regarding the basic planning objec- 
tives are taken up by the representatives of 
the people. The Parliament of India, as a body 
reflecting the will of the nation, has an impor- 
tant role in the planning process, and the ex- 
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tensive dtocusiion of the ways in which Parlia- 
ment exercises that will is amply justified. One 
Kking that would strike any careful reader, 
however, is the absence of any coherent philos- 
ophy on the part of the government as to the 
goals and mechanism of planning. This conclu- 
sion reaffirms the conclusions reached by an 
earlier study by Periasamy on the same subject 
(4, 1072]. 

Chapter 3 on “Federal Polity” brings out 
clearly the nature and relevance of the center- 
state relationship in India. The federal struc- 
ture in India is superimposed upon a compli- 
cated political, geographical, and cultural 
framework; and has been itself a complicating 
factor from the standpoint of the planning en- 
terprise. Indian states are diversified in many 
respects, and their differing demands and pri- 
orities put exceptional burdens on the planners 
in coming up with a plan document suited to 
all. Dr. Divekar devotes a great deal of space 
discussing these aspects. The organizational 
framework and its impact on planning, mutual 
interaction of regionalism and the planning 
process, and pressures from the states are dis- 
cussed at length. The author spares no effort 
in elucidating whatever details directly or indi- 
rectly affect and influence the planning process 
in India. 

Of the remaining five chapters, four consti- 
tute the second part of the book with the final 
chapter providing an overview of the set of 
conclusions. Divekar devotes considerable at- 
tention to the participation of organized social 
groups, such as political parties, chambers of 
conunerce, and the federation of trade unions, 
in the formulation and implementation of 
plans. There is also a discussion of the part 
played by the press, of foreign influences upon 
Indian planning, and participation by the peo- 
ple. 

At times, however, the author is drawn 
rather too deeply into expositions of party 
politics, and Divekar then seems to lose the 
balance between the economics and the poli- 
tics of planning. He would have written a bet- 
ter book if he had devoted more space to a 
bird’s eye view of the planning process, curtail- 
ing his detailed treatment of the intricacies 
of Indian politics in general and Congress Party 
politics in psurticular. The author manages to 
oonvey the impression that p lanning has been 
a party scheme rather than a governmental 


program, and this impression is no doubt a mis- 
leading one! 

One of the best features of Divekar’s work 
is its explanation of the relationship between 
business and planning in the Indian context. 
This segment is better balanced than some oth- 
ers and avoids unnecessary detail. The author 
supplies some new insights into the problems 
attending the process of rational economic 
planning. His analysis of the involvement of 
politicians in the formulation of plan priorities 
and targets is of exceptional interest. Espe- 
cially significant is Divekar’s observation that 
one of the main reasons for the increase of 
the powers of the Planning Commission was 
they were not influenced by political consider- 
ations. 

Overall this volume is another valuable addi- 
tion to the growing body of literature on the 
national planning process viewed in historical 
perspective, and the Indian case is particularly 
important because the country has pioneered 
the planning process within the democratic 
framework. 

Palani G. Periasamy 
University of Baltimore 
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Planning in Europe. Edited by Jack Hay- 
ward AND Olga A. Narkiewicz, New 
York: St. Martin’s Press, 1978. Pp. 199. 
$18.95. JEL 78-0950 

This book results from a preparatory meet- 
ing of some 25 specialists in planning from 
Eastern and Western Europe, who discussed 
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analytical problems of conducting planning 
studies. The papers are arranged in an order 
that gives priority to economic and financial 
plaiuiing, followed by industrial and adminis- 
trative planning, and social and spatial aspects 
of planning. The papers generally support the 
view that a large measure of planning is not 
only desirable but indispensable in European 
conditions. 

The Western European papers draw pre- 
dominantly from French and British experi- 
ence. According to the preface, France has at- 
tained an impressive degree of success in the 
“perilous” venture of planning, while Great 
Britain has more to teach from its misadven- 
tures than from its attainments. In his conclu- 
sion, however, Jacques Leruez raises some in- 
teresting questions as to future developments 
in both countries. Will not the newly-found 
North Sea oil make British macroeconomic pol- 
icy easier, ending the stop-and-go policies that 
have created problems for their planners? On 
the other hand, hasn’t the French economy, 
since the early seventies, entered into a stop- 
and-go phase that will eventually destroy its 
earlier dynamism? And, finally, can national 
planning survive in countries that are part of 
an open economic system affected by floating 
exchange rates and the multinational corpora- 
tions and dominated by the United States econ- 
omy — still the most powerful and also the most 
unplanned of all? 

Although planners from Eastern Europe par- 
ticipated in the symposium, the final product 
shows little evidence of their wishing to be 
associated with the publication. Outside of Mi- 
chael Kaser’s contribution on financial plan- 
ning in Eastern Europe — which seems to be 
virtually unrelated to the remainder of the 
book, since it focuses primarily on the 
U.S.S.R. — there is little that this reviewer could 
find to commend, or even support the claim 
that the Hungarian and Polish reforms may 
point the way for developments in other East- 
ern European countries. 

The entire volume assumes a similar serious- 
ness of problems within both the EEC and 
COMECON, problems forcing both blocs to 
consider all-European planning. The capitalist 
countries are beset with unemployment prob- 
lems so that Western European social planners 
are discussing primarily “permissible” levels 
of unemployment and even building unem- 


ployment into their long-term projectitHU. The 
socialist countries are worried by the alleged 
slowdown in their growth rates, despite rite 
fact that they have grown faster than Western 
Europe. 

While it is not difficult to discern the useful- 
ness of the Eastern Bloc in mitigating Western 
realization or sales problems, it is not so easy 
to forsee any significant advantages for the 
COMECON countries to link their fortunes to 
a drifting ship. In fact, it is the countries that 
have tended to open up their economies to 
international market forces — Poland and Hun- 
gary — ^which are currently suffering the most 
as a result of their inability to penetrate West- 
ern European and United States protected 
markets. As a consequence, they are forced 
to borrow from Western bankers at premium 
interest rates and consider such ineffectual so- 
lutions as further price reforms and converti- 
bility. 

In Czechoslovakia, on the other hand, where 
their “economic reforms [point] in the direc- 
tion of the Western-style economy came to a 
disastrous halt with Soviet military interven- 
tion” (p. 21-22), the economic record for the 
past decade is far more impressive than it is 
in the more market-oriented Eastern Euro- 
pean countries. And it is certainly likely that 
at least the Soviet growth rate for the second 
half of the seventies — as a result of the im- 
proved terms of trade coming from OPEC — 
will exceed that of the first half. Intra-bloc divi- 
sion of labor seems to be proceeding more 
smoothly in the fully employed COMECON 
countries than it is in the EEC, which are in- 
creasingly subject to unemployment and pro- 
tectionism stemming from “butter mountains” 
and “wine lakes.” 

There are a number of tendentious com- 
ments throughout this thin volume. For exam- 
ple, is it really true that the 5th Five-Year Plan 
in France called for increasing unemployment 
and that this led to the 1968 “events?” Was 
it not rather the attempt by the planners to 
plow back a higher rate of investment to 
achieve faster growth rates for 1966-70 that 
was responsible for a lower rate of increase 
in current consumption and workers breaking 
out of the originally planned wage-price guide- 
lines? 

Did the British vote in favor of joining the 
EEC or did the actual entry into the EEC occur 
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deqiite public opinion polls showing a nuOority 
to be opposed to Joining the Conunon Mar- 
ket-end thereby paying higher prices for con- 
sumers goods via a value-added tax? Unlike 
Norway (which rejected entry) and Derunark 
where referenda were held before the decision 
was made, the British waited over two years 
before a referendum accepted a fait accompli. 

Just who is the "cynical observer” (cited by 
Olga Narldewicz [p. 180)) who might comment 
that the wholesale arrest and subsequent dis- 
missals of a large work force in many Polish 
factories after the 1976 food price riots were 
related to the urgent need to improve pro- 
ductivity in a state where overmanning is noto- 
rious and it is difficult to dismiss employees. 

And who would care to defend the proposi- 
tion that “a flexible economy should be capable 
of keeping the size of the population down 
to a level which would ensure full employ- 
ment?” (p. 187). Is it really too many people 
that is causing unemployment? Or is it the ad- 
vanced capitalist economy that apparently 
needs some unemployment to increase its 
“competitiveness" in world markets? 

Considering that this little book was written 
by planners, there is very little evidence that 
the organizers of the symposium and book 
were practicing their craft. Let us at least hope 
that the future fate of Europe doesn’t depend 
on such unfocused thinking. 

Lynn Turceon 

Hofstra University 
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China’s economy: A basic guide. By Chris- 
topher Howe. New York; Basic Books, 
1978. Pp. xxxvii, 248. $16.00. JEL 78-0962 
Economic growth and distribution in China. 
By Nicholas R. Lardy. Cambridge; New 
York and Melbourne: Cambridge University 
Press. 1978. Pp. x, 244. $18.95. 

JEL 79-0086 

These two books on the Chinese economy 
come at an opportune time because the recent 
establishment of normal diplomatic relations 
between the United States and China has 
heightened interest in what is going on in 
China. These books give us the benefit of dedi- 
cated scholarship and a great deal of skill in 


.nalring the most out of data, which were al- 
most nonexistent from 1960 to 1971 and radter 
sketchy thereafter. As the subtitle indicates, 
Mr. Howe, of the University of London, sets 
himself the task of reducing “our knowledge 
of the (Chinese economy to manageable pro- 
portions” and to presenting it in a way that 
can be understood by interested people with 
no specialized knowledge. Mr. Lardy of Yale 
University concentrates primarily on the pat- 
tern of economic growth as it relates to re- 
gional inequalities of income with some refer- 
ence to other policies followed to reduce 
income disparities. 

Howe reviews the highlights of the Chinese 
economy since 1949. Succeeding chapters pro- 
ceed to tell us about population and labor 
force, organization and planning, agriculture, 
industry, foreign trade, and living standards. 
A chronology of events and the main sources 
on the Chinese economy are two of useful ap- 
pendices. Howe’s approach to the data is inci- 
sive, thorough, and judicious. His book is in- 
deed an excellent guide to the Chinese 
economy. 

With only the 1953 census as a benchmark, 
no one knows what the population of China 
is. Official Chinese statements presented by 
Howe indicate a level of population in 1974 
of 868 milhon, at least 50 million people less 
than John S. Aird’s estimates, which represent 
Washington’s view. Howe basically accepts the 
Department of Commerce estimates, but re- 
duces them on the basis that the Great Depres- 
sion of 1959-61 must have led to no increase 
in population in 1961 and 1962, and comes 
up vrith an estimate for 1975 of 901 million— 
an average annual rate of growth since 1949 
of 2.0 percent. From 1952 to 1974 per capita 
consumption is estimated to have increased by 
an average annual rate of 1.66 percent, with 
per capita basic foodstuffs increasing by 0.56 
percent and per capita housing not increasing 
at all. The biggest gains are 6 percent rates 
for consumer goods other than textiles and for 
health, education, and other government pro- 
vided services. Howe’s estimates imply that 
the real standard of living in 1974 was 46 per- 
cent higher than it was in 1952. 

Howe considers the growth of agricultural 
output to be considerable in view of the fact 
that increases must come in higher yields and 
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not by bringing more land under cultivation. 
He sees the emergence of a scientific outlook 
on the part of hundreds of millions of peasants 
as the crucial problem for long-term progress. 
The growth of industry has been rapid, but 
Howe considers that serious problems are be- 
ing encountered in textiles, coal, and steel. For- 
eign trade, after ten years of isolation, is devel- 
oping with a new emphasis on imports of 
machinery and equipment from Western 
countries and Japan. In spite of expanding ex- 
ports of oil and manufactures other than tex- 
tiles, rising exports of agricultural products are 
judged to be needed if this new trend is to 
continue. 

Lardy in his book expresses the belief that 
a centraUy-planned system for an underdevel- 
oped country has intrinsic advantages over a 
market-oriented system in securing a high rate 
of saving and investment, in allocating re- 
sources into heavy industry, and in the Chinese 
case, carrying out policies that shift investment 
and the growth of industry away from Shstng- 
hai, Manchuria, and the coastal regions toward 
the interior — policies pursued both for defense 
and equity reasons. In 1958 and in later years 
the planning system has gone through consid- 
erable decentralization of planning to the pro- 
vincial (and autonomous municipality) level, 
and this trend could put local governments in 
a position to reverse these policies with high 
per capita industrial regions using their new- 
foimd powers to increase their rate of growth 
at the expense of lower per capita industrial 
regions. 

Lardy finds that the decentralization of plan- 
ning that took place did not change the ability 
of the central government to impose a unified 
tax system on local governments and to set 
limits on local budget expenditures and that 
the center continued to have at its control sub- 
stantial surpluses from high tax-collection 
provinces and municipalities and the ability 
to pay some subsidies to low tax-collection 
provinces. Furthermore, the central industrial 
ministries retained considerable power on a 
dual basis over regional industrial production 
and investment. As a final test he uses data 
arrived at jointly with Robert M. Field and 
John Philip Emerson to show that in the 1957 
to 1974 time span after decentralization (when 
compared to the 1952-57 period before decen- 


tralization) rates of growth in provincial indus- 
trial output (diow no indication that higher per 
capita industrial output provinces (municipali- 
ties) grew at faster rates than lower per capita 
industrial regions. 

Howe points out that frc|m 1952 to 1972 the 
prepbnderance of China's industry in %ang- 
hai, Tientsin, and Manchuria has shifted, so 
that the share of total industrial output for the 
regions of Manchuria and East China has been 
reduced, but the big change is in a large in- 
crease in the share concentrated in North 
China. Lardy’s figures for 1974 compared to 
1952 bear this out with a reduction in Manchu- 
ria’s share from 22 to 20 percent, a reduction 
for East China from 32 to 26 percent, with 
both reductions mostly oflfset by a large in- 
crease in North China’s share from 23 to 30 
percent. There was no change in the share for 
Central and the South China regions, a slight 
increase for the Northwest, and a slight de- 
crease for the Southwest. 

But Lardy’s thesis is that without central 
planning regional disparities would have in- 
creased. The Communist policies encouraging 
small-scale industry since 1958 must have 
acted to reduce regional disparities in its very 
natine. But Lardy’s view argues for their effec- 
tiveness with respect to large-scale industry as 
well. He argues that more industrialized re- 
gions had sugnificant head-start advantages: 
lower incremental capital-output ratios, better 
infrastructure, larger pools of skilled man- 
power, and greater access to modem technol- 
ogy, along with substantial economies of scale 
and some locational advantages. 

There is a basic presumption in this view 
that equality of industrial output per capita 
is desirable in itself. But an industrial center 
is not producing output simply for its own con- 
sumption, and to the extent it is producing at 
lower cost for the very reasons Lardy men- 
tions, a good deal of the benefit goes to other 
regions. For example, Shanghai in 1952 with 
1 percent of the population was producing 35 
percent of the national production of cotton 
yam and 27 percent of the cotton cloth pro- 
duced, but a large number of people through- 
out many regions were using this output, and 
most of them would have gotten less cloth or 
paid more if they had had to rely on other 
sources for cotton textiles. This does not mean 
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that; the problem of industrial development in 
the C3iina hinterland U of no consequence, but 
it does mean that a per capita industrial output 
measure grossly overstates regional disparities 
in terms of re<d income levels. 

Furthermore, in the case of China the pat- 
tern of industrial concentration in Shanghai, 
coastal cities, and in Manchuria was not due 
to market tendencies relevant to a modem na- 
tion state. Some two-thirds of modem industry 
in pre-Communist China was fbreign-owned. 
Foreign investment naturally concentrated in 
the Treaty port areas under extraterritoriality. 
Manchuria is an even more special case be- 
cause it received enormous amounts of Japa- 
nese investment in developing that region as 
an intrinsic part of the Japanese Empire. 

When the Communist government came to 
power in 1949, two things took place; (1) a 
strong central government was established for 
all mainland China for the first time in centu- 
ries, and (2) a government proceeded to put 
the economy under state control with a system 
of central planning. Under any nationalist- 
minded government, the unique role of for- 
eign investment would have ended in one way 
or another. The heavy industry potential of 
Manchuria would have been shifted away from 
Japan toward a market for this output on the 
mainland. A vastly improved railroad system 
in north China under the Japanese, integrated 
with the extensive Manchurian rail system, 
plus the concentration of coal, iron ore, and 
petroleum in Manchuria, the North, and the 
Northwest would have resulted in just such a 
regional shift as developed. In the Chinese 
Communist case the special relation with the 
Soviet Union in the 1950's was an extra stimu- 
lus. Under a govenment like the Meyi govern- 
ment that emerged in Japan almost a century 
earlier, one can coiyecture that large textile 
companies would not automatically pour in- 
vestment into Shanghai and that light industry 
would have spread up the Yangtze and along 
the coast to take advantage of cheap ocean 
transportation. An Inland Development Bank 
with strong goyemment support would have 
concentrated on building up the Southwest 
and other regions if only to maintain effective 
central control in those regions. Lardy’s thesis 
gives too much weight to the role of central 


planning under the conditions that prevailed 
ftom 1950 to 1975. 

In summary. Lardy brings in other Com- 
munist policies aimed at greater equality of 
income — a change in the terms of trade be- 
tween rural and urban areas favoring the rural 
population and tight control over wages. Lardy 
puts the trade-off for reducing income dispar- 
ity as one between equity and growth. The 
social trade-off is much more important. En- 
forcing greater equality of income through a 
system of tight controls over the assignment 
of labor with no one able to change jobs or 
be selected for college without prior approval 
and periodic sending-down of urban people 
to the countryside with few rural people al- 
lowed to move to the cities involve an enor- 
mous trade-off between individual freedom 
from state control and greater equality of in- 
come. No other socialist system has gone as 
farl 

Lardy believes that the central planning sys- 
tem was able to reduce income disparities but 
also increased state profits for investment and 
therefore maintained a high rate of growth. 
Actually the U.S. State Department has esti- 
mated that the total planetary product of all 
underdeveloped countries other than China, 
increased from 1950 to 1075 at an average an- 
nual rate of between 5 and 6 percent — almost 
exactly the same as the rate of growth esti- 
mated for China over that period. China’s rate 
of growth is not higher than for underdevel- 
oped countries in general, with a huge varia- 
tion in the degree of central planning. Implic- 
itly the comparison is always with India, which 
also has a large population; but as Lardy points 
out, India has some peculiarly stubborn limita- 
tions on growth not present in China. 

In any event, the rate of growth is no meas- 
ure of the adequacy of central planning. If 
planners decide to improve the housing situa- 
tion or to favor consumption as against heavy 
industry, the growth rate will go down. Even 
within industry itself there is no reason to think 
that planners setting the demand for an unde- 
sirable pattern of industrial development are 
going to encounter more bottlenedcs or other 
limitations on growth than in pursuing a desir- 
able pattern of industrial development. 

My own guess is that China’s progress in agri- 
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culture has been satisfactory; but this is the 
very place where traditional incentives are op- 
erating, where prices still have an important 
role, where the unit of decision-making for 
day-to-day production has been decentralized 
to the lowest possible level. High priorities for 
irrigation, fertilizer, and farm equipment have 
played important roles also, but the pressure 
of population on the food supply will ensure 
the necessary priorities in the future. The real 
problem is central plaiming for the growing 
industrial sectors, and here my guess is that 
central planning is in disarray. The present 
trend is toward recentralizing planning away 
from the kind of decentralization involved in 
revolutionary committees, but moving in this 
direction is simply reestablishing a Stalinist sys- 
tem with all the problems now found in the 
Soviet model. New institutional arrangements 
are needed, and little progress has been made 
in the past fifteen years. 

The post-Maoist leadership is now putting 
emphasis on a rapid absorption of the latest 
technology. But this can only be achieved by 
setting up new patterns of motivation for Chi- 
nese managers and technicians and by estab- 
lishing an ideological framework where skilled 
people have meaningful roles and responsibili- 
ties. These two books are worth reading to un- 
derstand what has been happening and as a 
background for the far-reaching changes re- 
quired to deal with these key problems. 

WiLUAM W. Hollister 
Queens College of the 
City University of New York 

The second slump: A Marxist analysis of reces- 
sion in the seventies. By Ernest Manoel. 
Translated from the German by JON 
Rothschilx). London: NLB; distributed by 
Schocken Books, New York, [1977] 1978. Pp. 
212. $12.95. JEL 79-0396 

The original title of Ernest Mandel's most 
recent book is Ende der Krise oder Krise ohne 
Ende? Its translation title. The Second Slump, 
is sub-optimal. (Endless Recession? would be 
my candidate.) However, the sub-title, “A 
Marxist Analysis of Recession in the Seventies” 
makes everything clear. The contents consti- 
tute a Fourth International (Mandst-Leninist- 
Trotskyite) analysis of the 1973-76 downturn 


with its semi-recovery, and the implications 
of these evemts for the future of capitalism and 
imperialism. (I caimot understand the charac- 
terization of contemporary Austria, Switzer- 
land, or any Scandinavian state as “imperial- 
ist,” but let that pass.) 

A ’great advantage currently possessed by 
many dissident, particularly Marxist, writers 
over establishment rivals is their superior com- 
mand of descriptive economics, i.e., foctsfacts- 
facts. Marx himself had, and exercised, this ad- 
vantage over contemporaries so encyclopedic 
as even John Stuart Mill. Today’s Marxist writ- 
ers have this command and exercise it against 
all comers, at least where contestants must be- 
come and remain current in n languages and 
events in n -I- m countries at a time. And 
among Marxist writers of my limited acquain- 
tance, the Belgian Mandel is really superb, out- 
distancing such American rivals as Paul 
Sweezy and Harry Magdoff of Monthly Review. 
Some measure of authority inheres in anyone 
who simply knows and organizes so much as 
Mandel does about so many aspects of eco- 
nomic life in so many places, almost regardless 
of the conclusions to which they lead him. 

But alas, the obverse of Mandel’s compara- 
tive advantage in factsfactsfacts is comparative 
disadvantage in theorytheorytheory. He is a 
Marxist but not a Marx (and Marx once denied 
being a Marxist!). Mandel’s analysis translates 
into current classroom jargon as a Marxian 
combination of (1) a distributional theory of 
infiation, with the combined demands of pres- 
sure groups (at full employment) exceeding so- 
ciety’s total production; (2) Kalecki’s "political 
business cycle,” with recession unemployment 
capitalism’s sadistic answer to labor, or to an 
LDC rising above its place; and (3) the tend- 
ency of inilatitm to accelerate into hyper-infla- 
tionary chaos as a condition for accomplishing 
anything. 

But Mandel’s Marxism amounts to more than 
mere “gussying up” the standard gobbledy- 
gook. For him, the distributional claims for la- 
bor are legitimate and those of capital are not, 
so that "outrageous” demands for higher real 
wages well beyond man-hour productivity and 
combined with guaranteed foil employment 
are highly reasonable. 'They should therefore 
be met even if indeed, precisely beaiuse—ihey 


1038 Journal of Economic Literature, Vol XVII (September 1979) 


require nuuilve rediJtribution of income and 
tibreaten the coUapae of the capitaliat system. 

Mandel’s first and last chapters touch upon 
a chronic internal conflict within the Marxist 
camp. The topic is macrodynamic; the ques- 
tion is whether capitalism is more likely to col- 
lapse, or fall prey to revolution, from a falling 
profit rate or a tendency to overproduction. 
(Marx used "rate of profit" arguments against 
reformists, "overproduction’’ arguments 
g gainrt caitellists, and died without complet- 
ing his Book of Revelations.) Mandel argues 
that the two routes to the revolution are lanes 
of the same highway. He comes close to what 
I call a "dilemma” or “contradiction” model, 
in which no rate of profit can eventually re- 
main both high enough to discourage addi- 
tional hoarding and low enough for purchase 
of sufficient output to hold the employment 
rate at a tolerable level. If this is indeed what 
Mandel means, “welcome to the club.” If not, 

I find his treatment confusing or at least dialec- 
tical. 

"Unity of theory and practice” prompts 
Mandel to advise the Western and Japanese 
working class on what to do about the series 
of worsening crises and weakening recoveries 
that he anticipates for our stagflatulent society. 
He would have organized labor continuously 
demand higher real wages, and more employ- 
ment at those wages, than capital can give 
“within the system.” He advises them not to 
compromise and above all not to retreat when 
conditions are depressed. He realizes, of 
course, that such tactics — class war d I’ou- 
tfance—may lead to fascism or Stalinism, with 
neither of which has he the slightest sympathy. 
But he sees a good chance of replacing the 
whole System by a workers’ state, just as Joe 
Gormley’s British miners toppled the Heath 
Government in 1974. 1, on the other hand, see 
this chance as negligibly small, so that Mandel’s 
policy prescriptions seem more nearly suicidal 
than merely risky. That, if nothing else, makes 
Mandel a Trotskyite and me a something else. 
(I should add, however, that much of the non- 
Trotskyite New Left would accept much of 
Mandel’s analysis, as I believe many French 
Anarchists did in 1968.) 

Any American rash enough to disagree with 
Ernest Mandel comes under suspicion of 
complicity in U.S. State Department efforts te 


prevent Mandel from propagating his danger- 
ous to American audiences in person. 

I therefore end by asserting that Mandel is nei- 
ther an assassin nor a terrorist, and should not 
be discriminated against for American visas by 
reason of his views. (What Mandel calls “bu- 
reaucratic workers’ states” presently treat him 
worse than the U.S. does, if that makes the 
State Department feel better!) 

Mabtin Bronfenbrenneb 
Duke University and 
Federal Reserve Bank of San Francisco 

Curing chronic inflation. Edited by Abthub 
M. Okun and George L. Perry. Washing- 
ton, D.C.; Brookings Institution, 1978. Pp. 
xiii, 297. $11.95, cloth; $4.95, paper. 

JEL 79-0104 

Microeconomic.ejfects of monetary policy: The 
fallout of severe monetary restraint. By 
Ervin Miller; with Alasdair Lonie. New 
York: St. Martin’s Press, 1978. Pp. xii, 228. 
$17.50. JEL 78-0978 

After more than a decade of relatively high 
inflation, economists remain uncertain and di- 
vided about the social cost of non-indexed in- 
flation, the costs of lowering inflation, and the 
benefits of price stability. Both of the books 
under review take as unchallengeable truth 
that any monetary and fiscal program to lower 
inflation involves very high costs in unemploy- 
ment and lost output. Both consider, and at 
places advocate, new types of government pol- 
icies to manage or influence the economy. Both 
ignore or dismiss all of the work on rational 
expectations bearing on the costs of ending in- 
flation. 

These general similarities aside, the books 
are very different. Curing Chronic Inflation 
is the report of a conference on new policies 
to control inflation held at Brookings in April 
1978. Most of the discussion is about tax-based 
incomes policies, so-called TIP plans. The prin- 
cipal objective of Professor Miller’s study is “to 
appraise the use of severely restrictive general 
monetary policy, a key form of demand man- 
agement, as a tool to fight inflatitm.” He favors 
indicative planning of the French type, rather 
than the less formal Japanese type, to achieve 
a 2 to 3 percent unemployment rate, reduced 
inflation, and improvement in distributional 
equity. (Professor Miller is unwilling to tell us 
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whutstt an “Improvement” or even what i$ "dis- 
tributional equity.”) He does tell us <1) that 
mcaietaTy retiraint caused inflation and also 
caused unemployment; (2) that since 1969, the 
U.S. has not experienced demand-pull inflation 
except possibly during part of 1973 (p. 160), 
and (3) that diere is “obvious starvation of the 
needs of the public sector in the United States” 
(p. 5). 

The last two chapters of Miller’s book, by 
Alasdair Lonie, diqiense with Miller’s polemics 
against economics, economists, and something 
called “free market ideology.” Lonie describes 
some of the events accompanying high interest 
rates, inflation, and “stop-go” anti-inflation pol- 
icies in the U.K.’s business and housing sectors. 
Lome’s standard is monetary stability of either 
the Friedman (money growth) or Keynesian 
(interest rate) variety. The U.K. falls on either 
standard; Lonie then tries to show that pub- 
lic policy caused “imbalances” and “illiquid- 
ity.” 

It is a pity that we do not have Professor 
Lome’s comment on alternative policies. While 
I read Curing Chronic Inflation, the newspa- 
pers reported daily on the strikes in Britain 
as the government tried to hold a 5 percent 
wage guideline against the workers’ demands 
for wage increases of 20 percent or more. 
Would a tax on firms or a payment to workers 
prevent the strikes, or settle them? It seems 
unlikely, not only in my opinion but in the 
revealed opinion of Prime Minister Callaghan. 
The Prime Minister has resorted — can we be- 
lieve it — to the most classical of all anti-infla- 
tion policies, a rise in Bank rate, to signal that 
his government does not intend to let the 
growth of the money stock be determined in 
the labor market. 

The Brookings Conference did not produce 
many new ideas. Robert W. Crandall’s paper 
is the only paper that is not about TIP. Crandall 
discusses the effect of government regulations 
and restrictions on efficiency and the price 
level and attempts to measure some of the 
costs imposed by current restrictions and 
standards. The paper is an interesting attempt 
to quantify some of these effects but, ts the 
author is usually careful to point out, eliminat- 
ing the restrictions or standards lowers the 
price level once-and-fbr-all. There is no lasting 
effect on inflation— defined as the maintained 


rate of price change. Crandall also analyses 
various tax adjustments, such as the subrtitu- 
titm of income taxes for the state sales tax, the 
replacement of the 1978 minimum wage with 
employment incentives, and dre substitution 
of general revenue flnai^cing for recent in- 
creases in the social security tax. His discussion 
is marred by the failure to take account of the 
effects of income taxes on labor supply and 
the more general failure to consider the inci- 
dence of the taxes removed and the taxes im- 
posed. 

Crandall avoids the vulgar error of recom- 
mending deregulation or efficiency gains to re- 
duce inflation. However, he lists (Table 12) the 
rates of price change that could be avoided 
if certain regulations are removed. Suppose 
that his estimates are correct, that all his pro- 
posals are adopted and have their foil effect 
on the price level promptly. The annual rate 
of price change would fall to about zero. What 
happens to employment and the maintained 
rate of price change? 

The rational expectations answer is that if 
market participants believed that monetary 
policy had changed — or had not changed — the 
rate of inflation would reflect that information. 
Relative prices would be affected by deregula- 
tion and to the extent that the excess burden 
of regulation falls on employment, equilibrium 
(or natural) employment would change. But 
the maintained rate of price change would be 
dominated by the actual and anticipated rates 
of change of monetary and fiscal variables. 
And, if there is uncertainty about the durability 
of the government’s commitment to non-infla- 
tionary policies, the rates of price and wage 
change would not adjust folly to the reduced 
rates of monetary and fiscal expansion. Unem- 
ployment would remain above the new "natu- 
ral” rate until participants in labor, output, se- 
curities, and money markets decide whether 
the change in monetary and fiscal policy is per- 
manent or transitory. 

The idea that inflation is mainly a “cost- 
push” or “wage-wage” process is inconsistent 
with much of the current research in macro- 
economics. 'The cost-push view is so well ac- 
cepted by many of the participants at the con- 
ference, however, that it is not discussed 
thoroughly. One consequence is that there is 
no am^ysis of steps to reduce the cost of slow- 
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ing inflation by adopting policie# that afiiect 
dotnand. 

A policy of announcing paths for monetary 
and fiscal variables, and policies to increase the 
credibility of the announced paths, would 
more fully reflect current research in macro- 
economics. A policy of this kind has not been 
tried, to my knowledge, so it is “new” and, 
therefore, within the scope of the conference. 
It is unfortimate that the orgamzers did not 
consider any institutional or procedural 
changes to reduce the costs of achieving and 
maintaining stable, non-inflationary rates of 
change in the stocks of financial assets. Neglect 
of supplements or alternatives to TIP is surpris- 
ing in view of Arthur Okun’s belief that “reces- 
sion will slow inflation, but only at the absurd 
cost in production of $200 billion per point” 
(p. 284). 

The source of this extraordinary estimate — 
nearly 2 trillion (nominal) dollars of lost output 
to restore price stability — is George Perry’s lat- 
est estimate of the trade-ofiF between unem- 
ployment and the rate of wage change. In view 
of the subject matter of the conference, one 
expects taxes, tax rates, or after-tax wages to 
enter the equation, but they do not. Unem- 
ployment compensation does not aflPect the 
trade-off. Perhaps these omissions and the ne- 
glect of anticipations explain why Perry’s pre- 
dictions of the rate of wage change are 
generally too low.' 

Perry offers no test of TIP and no evidence 
that TIP works. He conjectures that TIP shifts 
the Phillips curve by lowering the rate of wage 
change. 'This, in turn, reduces the rate of price 
change, and a lower rate of price and/or wage 
change lowers the demand for wage increases 
without causing unemployment. There is no 
mention of the possibility that a temporary tax 
on wages can induce workers to alter the dis- 
tribution of time between labor and leisure 
or that firms facing lower after-tax profits 
would reallocate production. Nowhere in the 

‘ Only 9 of the 72 reported errors for various equa- 
tions in Table 6 are overestimates and 6 of the 9 
overestimates are fli 1976, a year in which there is 
nibstantial reduction in the rate of wage change, 
in his comment on Perry’s paper, Martin Neil Baily 
Mints out that his version of Perry’s preferred equa- 
ion makes a cumulative error of 16 percent for 
1971-77. 


volume is there consideration of intertemporal 
reallocation production in response to work- 
ers and employer anticipations of the real re- 
turns in different period. The nearest Perry 
comes to a discussion of anticipations is a non- 
informative comparison of union contracts to 
see whether anticipations are "forward look- 
ing” or “backward looking.” Two striking fea- 
tures of the comparison are the absence of at- 
tempts (1) to separate one-time shocks to the 
price level from changes in the maintained 
rate of change and (2) to formulate a hypothesis 
about anticipations. Perry dismisses the omis- 
sion succinctly: "If inflation responds weakly 
to actual unemployment, why should expected 
inflation respond so strongly to expected un- 
employment?” (p. 51). 

The aggregate Phillips curve says nothing 
about the effect- of 'TIP applied to a few large 
firms. For the years 1959-76, Perry estimates 
Phillips curves for about two dozen industries. 
There is very little evidence of a reliable rela- 
tion. The standard errors of estimate are often 
40 percent of the average rates of wage 
change. 

The estimated trade-off from the old-fash- 
ioned Phillips curve is the only basis for the 
estimate that it takes $2 trillion of nominal out- 
put loss, and more than 20 years, to bring infla- 
tion from 10 percent to zero. Perry never men- 
tions experience in Germany, Switzerland, and 
Japan, where inflation was brought to rela- 
tively low levels in three to four years without 
recession or the experience in Britain and Italy 
where inflation was brought from 25 percent 
to about 10 percent in two to three years. In 
1975 and 1976, inflation in the United States 
was reduced to about 5 percent, while output 
rose. Perry’s wage-wage inflation equation has 
relatively large errors in both years. 

Neither Perry, nor the other authors, ask 
whether the loss in output is permanent or 
temporary. There is no discussion of the differ- 
ent effects of penalty and reward ’TIP plans 
on the government budget and, fonas, (m antici- 
pations of monetary and fiscsd policy. Appar- 
ently, the changes from fixed to fluctuating ex- 
change rates had no effect ivorth mentioning 
on the processes generating anticipated or ac- 
tual rates of price change. Previous Brookings 
conferences have discussed, at length, the ef- 
fect of import prices on domestic prices during 
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the sami^ period used to estimate the trade- 
off, but ibis volume ignores the topic. 

Laurence S. Sddman argues that TIP suc- 
ceeds only if it is accompanied by reductions 
in monetary and fiscal stimulus. This view is 
repeated by others. One should expect, there- 
fore, to find an estimate of the marginal con- 
tribution TIP can make as part of a comprehen- 
sive program. No estimate of this kind is 
attempted. The closest we come is a hypotheti- 
cal example, constructed by Seidman, which 
concludes that the parameters “are not known 
and at best can only be imperfectly estimated.’' 
Seidman is optimistic, however. His simulation 
shows that inflation is reduced from 6 percent 
to 1 percent in four years while the unemploy- 
ment rate is reduced from 6.0 to 4.6 per- 
cent. 

Seidman favors a permanent TIP. In his hy- 
pothetical example, the “natural” rate of un- 
employment eventually falls to 4 percent. His 
calculation assumes that velocity is a constant 
unaffected by the anticipated or actual rate 
of inflation and that the ratio of prices to unit 
labor costs is constant also. Later in the volume, 
Albert Rees presents data denying constancy 
of the mark-up. 

By using the quantity equation as a spending 
relation, we can find the implications of Seid- 
man’s simulation for spending. Seidman ’s as- 
sumption of constant velocity implies that the 
rate of growth of real income (and expendi- 
ture) rises above the “normal” long-term rate 
when money growth falls and remains above 
normal growth during the seven-year adjust- 
ment of money and money wages to a non- 
inflationary path. There is no recession. It is, 
of course, sub-optimal to let the economy reach 
equilibrium. Accelerated deflation would be 
better, since on Seidman’s assumptions, in- 
come and sp>ending would grow faster than 
normal. 

Seidman’s empirical wage equation differs 
substantially from Perry’s. Seidman makes the 
rate of wage change depend on the lagged rate 
of change, on the deviation from trend of profit 
per unit of equity, and he tries several mea- 
sures of the unemployment rate. The unem- 
ployment rate has relatively low statistical sig- 
nificance and not much effect. The profit 
measure implies that an effective way to lower 
the rate of wage change is to increase equity 


or reduce reported profits. Taxes do not afieci 
wages except by changing after-tax profits. In 
view of the focus of the cmference, one might 
have expected some CKunparison of the effecti 
of unemployment and anticipated inflation on 
the rates of change of disposable and earned 
income (wages) or some attempt to distinguisli 
between the effects of temporary and perma- 
nent tax cuts on the rate of change of wages. 

Seidman recognizes that if workers acc^ 
a tax cut in exchange for a reduction in theii 
wage rate, they lower the base on which futune 
wage increases are built. If the tax cut just com- 
pensates for the reduction in wages, 'TIP causes 
a permanent loss in wage level. To avoid the 
loss, the reduction in taxes must be permanent 
or, if temporary, it must be large enough to 
compensate for the lower wage base in later 
years. 

Seidman’s paper contains useful information 
about the differences between penalty and re- 
ward TIP’s. His attempts to combine micro and 
macro analyses are in the right direction, al- 
though the conclusions he reaches are flawed 
by the failure to adjust for responses to a per- 
manent TIP. These include the effect of taxes 
on investment and productivity growth, on the 
government budget, and on incentives to work 
or remain idle. 

Larry L. Dildine and Emil M. Sunley preseni 
a thorough and informative discussion of many 
of the administrative difficulties that can be 
anticipated under the various TIP plans that 
have been proposed. Dildine and Sunley be- 
lieve that the problems are less severe if TIP 
is applied only to wage payments made by 
large firms. In their judgment, any TIP for 
prices involves adnunistrative costs much 
larger than anticipated benefits. 

Joseph A. Pechman suggests that Dildine 
and Sunley’s excellent summary imderstate: 
the costs of administration. Like many other: 
at the conference, he offered the opinion that 
a TIP for wages, but not prices, is impractical 
Pechman (and others) noted that the costs oi 
TIP include uncertainty about the rules and 
the resources used in litigation to resolve dis- 
putes. Several of the participants used the high 
costs of administering an excess profits tax tc 
indicate the costs that would be incurred. 

Albert Rees’s paper is mainly concerned 
with the reasons unions and firms oppose TIPs. 
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From hi* experience with labor unions and 
cost-of-living councils, he draws some conchi- 
stons about what “unions" like and dislike and 
adds new item* to the list of administrative 
problems. He, too, accepts the wage-push the- 
ory, but reject* the constant mark-up. This 
makes the Aeory incomplete or empty. 

Rees believes that guidelines and TIP pro- 
grams are inferior to controls as a means of 
restraining wages and prices. One reason, ac- 
cording to Rees, is that controls are more effec- 
tive than guidelines in preventing strikes. He 
cites the experience with controls in 1972 and 
1973, but r^es no mention of the real wage 
anticipations of employers and employees or 
differences between ^se anticipations and 
the real wages implied by guideposts or con- 
trols. Rees’s Judgment is not entirely consistent 
with data on strikes. Even under the conditions 
of World War II, workers went on strike to 
achieve larger wage increases than wage con- 
trols permitted. Seven percent of the workers 
were involved in strikes in 1943 and 1944. This 
is a much larger percentage than in most years 
of the 1950's. The fact that the strikes did not 
last long is not very inibrmative given the size 
of the real wage increases workers received. 
Contrary to Rees, limited experience with con- 
trols and guidelines in the U.K. and the U.S. 
suggests that workers are willing to strike if 
they anticipate sufficient gain. 

A symposium featuring Gardner Ackley, 
Alan S. Greenspan, and Franco Modigliani, 
with conunents by Okun and Henry C. Wal- 
lich, repeats many of the points made earlier. 
Ackley favors selective incomes policies but 
finds TIP too cumbersome. He believes that 
Congress, not the president, should set price 
and wage standards applicable to a few firms. 
Greenspan opposes TIP because of its costs and 
because he Iwlieves that the likely failure will 
lead to controls administered by the bureau- 
cracy created to enforce TIP. Modigliani re- 
marks that TIP is less appealing than he be- 
lieved, but he offers his own p lan for a TIP 
limited to 2000 firms and supplemented by an 
excess profits tax. Two bureaucracies must be 
better than one. 

The participants failed to agree on most of 
die details. As Abba Lemer said, “The discus- 
iion at this conference has convinced me that 
the ol^ections to the various TIPs are much 


more serious than I had supposed. . .”(p.255). 
Lemer also ofibred his own scheme. He would 
have the government set the national average 
rate of wage increase equal to the growth of 
average product, say 3 percent a year. The 
government would issue permits that allow the 
labor force to be hired at the stated rate of 
wage increase. The permits would be negotia- 
ble, so firms could buy or sell permits and raise 
individual wages in response to market forces. 
As Lerner points out, the permits are negotia- 
ble ration coupons that permit holders to in- 
crease wages by a fixed number of dollars. 
Firms that wish to grant large wage increases 
bid for permits from other firms. Lemer does 
not fully explain how wages paid by govern- 
ments would be determined. 

'The proposal lowers the anticipated average 
rate of wage increase and removes the heritage 
of past inflation. Once the proposal is in force, 
there should be no discrepancy between the 
anticipated and actual rate of wage increase, 
and if the permitted average rate of wage in- 
crease is equal to the average rate of productiv- 
ity growth, one condition for price stability is 
established. Lerner ’s proposal, however, would 
delay labor market adjustment, since a firm 
would choose to sell permits and let workers 
quit rather than fire workers and surrender 
permits to the government. Further, it is not 
clear what Lemer proposes to do about defer- 
red compensation, fringe benefits, and all the 
other issues about the measurement of wages 
raised elsewhere in the volume. 

Lemer believes his proposal is a less costly 
means of lowering inflation than a law requir- 
ing the growth rate of money to be held wfihin 
one or two percentage points of the non-infia- 
tionary rate of monetary growth. Reductions 
in aggregate spending, he believes lower infla- 
tion only by causing “catastrophic depression 
and severe unemployment” (p. 257). For Ler- 
ner, and others, unemployment is entirely 
waste. There is a “flaw” in the price system. 
The rate of change of money wages does not 
respond to changes in demand. 

The idea that there is a flaw in the price 
system is a recurrent theme in the volume and 
more generally in the literature on guideposts 
and controls. Slow adjustment of money wages, 
or their rate of change, is used as evidence 
of the flaw. 
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An alternative interpretation of gradtuJ or 
slow wage ac^ustment suggests that the work- 
ers' inference problem has been neglected and 
that it is the Keynesian interpretation that is 
flawed. Suppose workers in cyclical industries 
anticipate spells of layoff, but are uncertain 
about the timing and duration of particular 
spells. Suppose, further, that governments are 
expected to increase spending whenever 
measured unemployment rates increase. Un- 
der these conditions workers have incentives 
to delay money wage reductions and to remain 
idle, at least for a time, if they believe that 
the change in the demand for their services 
is temporary. Cutting wages promptly in re- 
sponse to every change in demand is not a 
rational response to a layoff that is regarded 
as temporary. 

If workers in cyclical industries anticipate 
brief, recurring spells of unemployment, but 
are uncertain about timing and duration, slow 
adjustment of money wages in response to un- 
employment is not evidence of a flaw in the 
price system. Curing Chronic Inflation never 
considers economic issues of this kind and, 
therefore, fails to make a defensible economic 
argument for TIP. No evidence of the effec- 
tiveness of tax incentives, penalty taxes, or 
guideposts is offered, and there is no attempt 
to compare the costs and effectiveness of anti- 
inflation policies in countries that have used 
or avoided guidelines, controls, or some type 
of social contract. 

Readers who believe that the proponents of 
TIP do not have a well designed plan, that 
all TIP plans are difficult to administer, and 
that their effect on wages and prices is arbi- 
trary, capricious, and inequitable will find sup- 
porting evidence in this volume. Although the 
editors, and several participants, conclude 
that, despite the costs, some TIP should be 
tried, readers will be less certain. 

Allan H. Meltzer 
Camegie-Mellon University 

[Philups, a. W. H.] Stability and inflation: 
A volume of essays to honour the memory 
of A. W. H. Phillips. Edited by A. R. 
Bergstrom et al. New York; Chichester, 
England; Brisbane and Toronto: Wiley for 
the New Zealand Association of Economists, 
1978. Pp. xvii, 323. $40.00 JEL 78-0980 


This is a collection of essays to honor the 
late Professor A. W. H. Phillips. Most of the 
essays were assembled as a Festschrift \x) mark 
Bill Phillips’s sixtieth birthday in November 
1974. 

Phillips’s active professional life was rela- 
tively short; his professional reputation is based 
on a dozen papers over a period of 18 years. 
A crippling stroke in 1969 led to his prenaature 
retirement from a chair at the Australian Na- 
tional University, though he assisted the Eco- 
nomics Department, University of Auckland, 
in his native New Zealand from 1973 until his 
death in March 1975. In terms of distinction, 
training, and breadth of interest, Phillips was 
a very unusual economist. Conrad Blyth has 
provided a brief biographical note on Phillips’s 
colorful life as an introduction. 

The papers in Stability and Inflation are 
grouped into three parts. 'The first two parts — 
on t!he Phillips curve and on models of inflation 
and stabilization policies, respectively— con- 
tain five papers each, while the last part con- 
tains half a dozen papers on econometric the- 
ory for dynamic models, including a previously 
unpublished 1966 paper of Phillips. 

Of the five papers on the Phillips curve, of 
most general interest is Richard C. Lipsey’s 
informative survey of the place of the Phillips 
curve in macroeconomic models. Lipsey shows 
that, even in its crudest form, the Phillips curve 
represented a great advance over the then pre- 
vailing dichotomized Keynesian macro models 
where aggregate price changes were unre- 
sponsive to changes in economic activity — ^un- 
til full employment was reached when any fur- 
ther expansion in money income was 
channelled wholly into price increases. Lipsey 
provides a succinct overview of the two major 
theoretical interpretations of the Phillips 
curve. First Phillips’s own rationale, later elab- 
orated and modified by Lipsey. They viewed 
the Phillips curve as essentially an aggregate 
phenomenon, produced by relatively separate 
micro labor markets wath a wide range of ex- 
cess demand conditions existing simultane- 
ously. Changes in the aggregate level of de- 
mand can then give rise to different output 
and price responses within these micro mar- 
kets, thus allowing variable aggregate respon- 
ses in the economy as a whole. While Lipsey 
presented a crude search model of unemploy- 
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ment in hi* explanation of the Phillips curve, 
this interpretation is more closely associated 
with the Phelps-Mortensen search models and 
with Friedman’s expectations-augmented Phil- 
lips curve and the related natural rate hypothe- 
sis. Lipsey's overview of this whole literature 
will become essential reading for those looking 
tor a broad survey of the issues involved, of 
the implications of the rival hypotheses, and 
(or research workers in this area. 

Building on the work of Lipsey and others, 
William Baumol shows that it is logically possi- 
ble to have a long-run (non-vertical) Phillips 
curve, given that there is an assymetry in the 
upward and downward price (and wage) reac- 
tions to levels of excess supply and demand 
in the separate industries. It is thus a rigorous 
extension of Phillips’s own interpretation of his 
famous curve. This demonstration does not re- 
quire either a money illusion or any other long- 
run “contradiction” such as a non-fulfilment 
of certain price expectations. 

John Pitchford presents three simple models 
with varying cost and demand influences on 
inflation. In the most aggregative he shows 
that, if income claims are inconsistent, either 
excess supply (i.e., unemployment) must be es- 
tablished to achieve price stability or — at zero 
excess demand — there will be a minimum posi- 
tive rate of price increase. Variations on this 
theme are developed in his other models. 

Papers in the second part of the book are 
a mixed bunch, including an empirical study 
of hyperinflation in Nationalist China by C. G. F. 
Simkin which shows, among other things, the 
very great short-run variability in inflation 
rates at times of hyperinflation. It suggests 
that — at least at such times — the concept of a 
“fully anticipated rate of inflation” is likely to 
remain an academic thought experiment 
rather than an approximation to reality. 

In another paper in this section, Bergstrom 
uses the Bergstrom-Wymer econometric 
model of the United Kingdom to show that 
the attempt to use monetary policy for the 
short-term regulation of output and employ- 
ment can be destabilizing — not only in artifi- 
cial models with unrealistic parameters, but 
also in a model of a real economy. 

Steven J. Turnovsky contributes a paper on 
the optimal stabilization policy of a small op>en 
economy — an ^propriate topic in view of 
Phillips’s pioneering work on stabilization pol- 


icy 30 years earlier. While Tumovsky’s results 
include and confirm those obtained earlier by 
W illiam Poole for a closed economy, he shows 
that in some cases conflicts between domestic 
and external stability can arise and that the 
optimal instrument for minimizing the insta- 
bility of foreign reserves may be the worst 
for maintaining the stability of domestic in- 
come. 

The most important paper in this section is 
Turnovsky and Pitchford ’s model of the infla- 
tionary process — embodying both inflationary 
expectations and competing income claims by 
workers and entrepreneurs. The rate of infla- 
tion and the distribution of income then be- 
come jointly determined variables, to be ana- 
lyzed simultaneously. Turnovsky and Pitchford 
analyze the conditions that give rise to (a) a 
natural rate of unemployment or (b) a steady- 
state relationship between price (and wage) 
movements and excess demand having both 
a positive and a finite slope or (c) an unstable 
inflationary situation. This is again, a paper that 
sheds a great deal of light on the contentious 
issues that have divided the profession re- 
cently. 

The papers in the third part can be linked 
by reference to the autoregressive, moving 
average models with exogenous variables (AR- 
MAX), which econometric theorists have stud- 
ied seriously in recent years. Phillips’s paper 
(ch. II) set in train much of the subsequent 
work on serially-correlated disturbances of this 
type. The paper provided a major impetus be- 
cause it gave, in matrix form, an explicit ex- 
pression for the likelihood function, which al- 
lowed proper consideration of pre-period 
values of variables and distinbances. PMlips’s 
major contribution in the paper was to intro- 
duce a way of handling the moving average 
process and then to use this approach to obtain 
efficient estimates. 

Whereas Phillips, with economic applica- 
tions in mind, always dealt with an ARMAX 
model (i.e., exogenous variables included), 
E. J. Hannan’s chapter deals with the proper- 
ties of ARMA models where exogenous vari- 
ables are excluded. Hannan’s chapter obtains 
properties for estimations derived from asymp- 
totically equivalent expressions for the likeli- 
hood of ARMA models and also establishes that 
these properties hold for a regression model 
with ARMA disturbances. 
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A. R. Pagan and R. P. Byron bring together 
estimation procedures for the dynamic econo- 
metric model for serially-correlated disturb- 
ances generated by the autoregressive process 
(AR) and the moving average process (MA). 
The expression for the likelihood first given 
in Phillips’s paper is considered in two ways. 
Either the pre-period values are to be treated 
as fixed parameters to be estimated or they 
are treated as random variables. Using this di- 
chotomy, the authors illustrate how well- 
known estimation procedures, which handle 
serially-correlated (hsturbances in single equa- 
tions, seemingly unrelated regression systems, 
and simultaneous equation systems, can be 
seen to arise from different treatment of the 
preperiod values. 

P. C. B. Phillips takes a continuous time sys- 
tem of differential equations where all the 
observed variables are flows, i.e., the time 
integral of a continuous variable over the ob- 
servation period. The system is converted into 
a restricted ARMA model in the observed flow 
variables and approximate iterative estimation 
procedures are given. The bias associated with 
these estimates goes to zero with the sampling 
interval. 

A. J. Preston provides a review of the con- 
cepts of model and structure with careful refer- 
ence to the early discussions in the Cowles 
Foundation monographs. The author's major 
emphasis is on model identification — the 
choice of a model from a class of equivalent 
models — and he strongly questions the wisdom 
of accepting a given model as the starting point 
for an investigation of identification. 

Consideration of the most general model, 
the ARMAX (p, q, r) focuses on how Hannan 
has provided conditions that result in the 
model being structurally identified and which 
also mean that there exists no other model with 
the same final form satisfying these conditions 
(“uniqueness”). Preston claims however, that 
Hannan’s greatest common divisor (g c.d.) con- 
dition is the only one of the conditions sug- 
gested that should be regarded as model-iden- 
tifying — where he asserts a condition is only 
model-identifying if the condition removes 
models that either fail to satisfy a priori 
constraints or generate identical predictions 
under changed structure. 

All round, this collection of papers will be 
found useful for both macroeconomists and 


econometricians. It is a fitting tribute to Bill 
Phillips’s work and his stature in the pnffiession. 

Fhed H. GRUEN 
Australian National University 

Inflation, stock price and Rousing cost Empiri- 
cal studies. By Kilman Shin. Fairfax, Va.; 
George Mason University, Center for Eco- 
nomic Analysis, 1978. Pp. xi, 368. $19.00. 

JEL 78-0983 

Shin observes that people are alarmed by 
a sudden realization of the high cost of natural 
resources and concludes that an economic pes- 
simism is apparently spreading throughout the 
world in both capitalistic and socialistic econo- 
mies. The foremost problem areas facing mod- 
em societies include infiation, unemployment, 
the ever increasing burden of taxes, a housing 
shortage, pollution, crime, and urban con- 
gestion. The articles in the book, some of which 
represent more than 10 years of empirical re- 
search, for the most part, provide both unique 
and in-depth analyses of current economic 
problems. The collection of papers can be di- 
vided into two sections. The first part consists 
of six chapters related to inflation, while the 
second section includes a variety of economic 
topics. 

Chapter 1 is a review of specific inflation 
and unemployment models {i.e., the Phillips 
hypothesis, the monetarists’ argument, and the 
Keynes-Harrod-Domar type growth rate infla- 
tion theory). The author’s efforts to see if such 
theories could explain the international differ- 
ences in the rates of inflation and unemploy- 
ment produced regression results that are of 
only limited value. 

The second chapter includes numerous re- 
gression equations for both a simple monetary 
portfolio model and an income model. The lat- 
ter was derived from the traditional present 
value approach. While a high rate of inflation 
was found to suppress stock prices, it should 
be cautiously emphasized that Shin found that 
the income model regression results had 
higher values than the monetary model. 
Given the restrictive and lengthy assiunption 
of Shin's monetary model, perhaps his empiri- 
cal analysis should at least be classified with 
such works as Merton H. Miller [2, 1972] and 
James E. Pesando [3, 1974]. 

The provocative analyses included in chap- 
ters 3 through 5 discuss international compari- 
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tons of interest rates aod inflaUoo, the tax bur- 
den and inflation, and the investment ratio and 
irtflaWnn On the question of the tax burden 
and inflnHfwi, Shin does "not reject the conclu- 
sion of Jergen R- Lotz and E. R. Morss that 

. . rile tax ratio of high-income countries is 
more an index of political preferences for the 
appropriate size of the government’s role than 
the index of taxable capacity’” (p. 110) (see 
[1, 1967, p. 487]). Subsequent to a test of some 
variables that may explain differences in the 
international investment ratio, the author pro- 
vides the reader with only illusionary policy 
implications in the guise of policy variables. 

Chapter 6 presents an in-depth analysis of 
inflation in South Korea and, although of lim- 
ited reader interest, the author provides the 
regression results for tests of monetary theories 
for a tumultuous time period. The Keynesian 
model with a changing supply of money is ex- 
amined in chapter 7. In chapter 8, the author 
provides a separate analysis of the tax burden 
for each state in the United States and an excel- 
lent presentation of both the tax effort and fea- 
sible policy-induced income redistribution out- 
comes. 

Tlie research into housing costs and home 
ownership rates in chapter 9 fails to lead to a 
tenable solution of housing problems. Chapter 
10 shifts to the derivation of the cumulative 
voting formula and how it can be extended 
to cases where there are no independent 
groups. The practical application of the for- 
mula is currently limited to the simple case 
of corporate elections, although a cumulative 
voting formula may deserve serious study. 

The discussion of the cost of human capital 
concentrates on the cost of rearing children 
as a component of total personal saving and 
examines the argument that personal saving 
should include not only expenditures on finan- 
cial assets, residential houses, and consumer 
durable goods, but also medical and educa- 
tional expenditures and the cost of rearing 
children. The implications of the newly-de- 
fined, total personal saving remain to be devel- 
oped. Thus, the reader must agree with Shin’s 
observation riiqt more comprehensive new 
economic theories must be forthcoming. In 
chapter 12, Shin presents a general model for 
evaluating the short-run and long-term com- 
parative monetary cost advantages for home 


ownership and apartment renting. There are, 
however, relatively few studies on cost com- 
parisons. 

While this book is not intended for use as 
either an undergraduate or graduate text, se- 
lected chapters would be a useftil addition to 
graduate level reading lists having an interna- 
tional flair. As a ranked supplement to applica- 
ble reading lists, the rankings for most of the 
topics would range ftom medium to high. In 
the final analysis, Shin has made a valuable con- 
tribution to the understanding of selected con- 
temporary economic problems, most of which 
are of truly genuine worldwide interest. 

Jack E. Adams 

University of Arkansas 
at Little Rock 
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National income and outlay in Palestine, 1936. 
Second, enlarged edition. By A. L. Gaa- 
THON. Jerusalem: Bank of Israel, [1941] 
1978. Pp. xix, 429. Paper. JEL 78-0998 
The recollection that it was not until 1944 
that estimators from the United Kingdom, 
Canada, and the United States convened to 
establish uniform national income accounting 
procedures and not until 1947 that the first 
extensive supplement on national income was 
published by the Department of Commerce, 
makes this work, originally released in 1941, 
a genuine pioneering effort. Gaathon (formerly 
known as Ludwig Gruenbaum) deserves at 
least peripheral mention along with Simon 
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Kuzn^, Colin Qark, R. H. Coats, Erik Lin- 
dahl, and Ragnar FMsch. 

Hie initial version, totally incorporated 
within the present enlarged edition, was writ- 
ten between 1937 and 1939 and consisted of 
the first three parts. It was, as the author notes, 
“The output of a one-man committee, working 
under severe time pressure, without profes- 
sional assistance and lacking even a simple 
hand computer" (p. 115). Part one dealt with 
methodology; part two presented results; and 
part three covered individual sectors, foreign 
trade, and the relation between natioiuil 
wealth and national income. In the present 
work, Gaathon has included corrigenda and 
addenda to these three parts, the first English 
translation of parts four and five, and a new 
part six. 

Far more than an estimate of 1936 national 
income in British-controlled Palestine, this 
unique research effort also presents a detailed 
input-output matrix for a two-community 
economy (Arab and Jewish), calculations of 
changes in national wealth, and finely disaggre- 
gated data which should be invaluable for eco- 
nomic historians. It could easily have been en- 
titled “The Social Accounts in Palestine,” 
lacking only articulated National Balance 
Sheets and Flow-of-Funds Statements. The os- 
tensible purpose of Gaathon’s work was to esti- 
mate the national income of Palestine, to- 
gether with the shares of the Jewish and Arab 
communities. Hampered by the lack of income 
tax data in the absence of such a tax, he used 
censuses of agriculture and industry conducted 
by the Jewish Agency for Palestine and the 
British Government, current output statistics, 
import-export figures and the like. His method- 
ology was shaped by the necessity of dealing 
with two aggregate incomes: Jewish and Arab. 

Gaadion’s definition of national income is: 
“the total of goods and services which become 
available to the nation for consumption and 
new investment in the course of a year" (p. 
5). He includes money incomes and incomes 
in kind, especially important in Palestinian ag- 
riculture. Nor does he neglect the services pro- 
vided by owner-occupied homes. As to trans- 
fers from foreigners — ^particularly from Jewish 
organizations and the Catholic Church — their 
relative importance induced him to treat them 
as “services” on the ground that diose extend- 


ing the transfers got something in return: “a 
share ... in the National Home" or "a link 
with the Holy Land" (p. 7). Other divergences 
from usual practice include counting the inter- 
est on government debt instead of handling 
it as f transfm- (in retrospdbt Gaathon still de- 
fends this decision, p. 419); and estimating the 
value of consumer durables in the gross capital 
stock and depreciating them which, as he 
points out, is now advocated by many. 

The author elaborates two methods: the 
nominal and the real. Hie former is more or 
less equivalent to national income by distrib- 
utive shares. Nominal national income consists 
of the additions to value of the different sectors 
and the incomes produced by them. Payments 
to British military and officialdom, however, 
are omitted because their income is “so much 
higher per head than the average that it seems 
advisable to deduct them ... to show the true 
position of the permanent resident popula- 
tion” (p. 20). The real national income is not 
to be confused with today’s meaning of that 
term. This was not a statistically deflated value 
but rather “net product by economic branch 
and final product estimates” (p. 365). In other 
words, real national income was the spending 
of nominal national income. For each group 
of goods, its destination from origin to con- 
sumption is indicated. Inputs and outputs are 
disaggregated to show results for Jews and non- 
Jews. Depreciation is treated as a contribution 
of national wealth to national income. Pro- 
ducer prices are used for “material costs” (that 
is, nonfactor costs) while output is valued at 
the cost “ex factory.” 

Accounts are constructed for industry, build- 
ing, agriculture, services, and government. 
Government's value-added is expressed as the 
wages and salaries of its permanent resident 
employees and officiak. Not surprisingly, in 
those days government was the largest em- 
ployer. A rert-of-the-world account is termed 
Enlarged Balance of Trade and shows exports 
as 18 percent of national income and imports 
as 48 percent. Net value-added and certain in- 
comes from abroad — ^nominal national in- 
come — appear on the right side, and “the bal- 
ance of the Consumption account and certain 
services which caimot be divided between con- 
sumption and cost, but which are presumed 
to include both” (p. 12), such as the services 
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trf finandai tastitutioiM, appeu on the left side 
as real national income. 

Gaathon was unable to estimate the net 
change of inventories for want of data but not 
from lack of comprehension. With regard to 
changes of national wealth, he displayed the 
composition of new investment and also calcu- 
lated gross investment. In 1936, he observed, 
“It is not improbable that Palestine as a whole 
has indulged in the consumption of wealth” 
(p. 16). Not the least of his achievements is 
the input-output matrix (pp. 200-201) from 
which national income and output can be de- 
rived. Finally, the sources, estimates and prob- 
lems that are detailed in part five attest to the 
resourcefulness of this one-man research team. 

Sam Rosen 

University of New Hampshire 

300 Domestic Monetary and Fiscal 
Theory and Institutions 

310 Domestic Monetary and Financial 
Theory and iNSTmmoNS 

Monetary theory and the demand for money. 
By Douglas Fisher. Mathematical Ap- 
pendices by Jeffrey I. Bernstein. New 
York: Wiley, Halsted Press, 1978. Pp. viii, 
278. $15.95. JEL 78-0727 

As the author states in chapter 1, debates 
in monetary economics have not always been 
"relaxed.” In fact, one could say at times they 
have been hostile, pedantic, and egocentric; 
this, however, the author does not say. His aim 
is to underscore the unity of purpose in the 
literature on the demand for money and not 
its bitter differences. To accomplish this goal, 
the author provides a sweeping review of mod- 
ern theoretical and empirical monetary stud- 
ies, citing some 360 studies. Not content with 
this, the author solicits the services of Jeflfrey 
Bernstein, who provides two mathematical ap- 
pendices, which integrate the work of some 
25 different economists. 

Unfortunately, while the author sets his 
sights on finding agreement on given generali- 
zations, chapter 2 shows unresolved differ- 
ences on the definition of money. The break 
between definitions of money in terms of its 
microeconomic functions (medium of ex- 
change, store of value, etc) and macroeco- 


nomic distinctions (inside vs. outside money, 
narrow vs. broad, etc.) does not help. The foct 
is we believe there is something that should 
be called money (possibly because the Wall 
Street Journal tells us so) but have not figured 
out, or agreed upon, how to distinguish this 
good from other assets. 

Chapters 2 and 3 should be a delight to any- 
one who has followed the intense and some- 
times emotional debate surrounding the 
"wealth effect” and its role in the macroeco- 
nomic adjustment process. Possibly because I 
was a student of Professor Boris Pesek in the 
sixties, I am impressed with the author’s efforts 
to find some agreement regarding the wealth 
contribution of inside money. The fact that this 
debate still lives is evident in the recent Pesek- 
Dean exchange in this Journal [1, Dean, 1977; 
3, Pesek, 1977]. 

Both the “Keynesians” and “monetarists” 
should be unnerved by chapter 4. Here it is 
pointed out that this distinction between econ- 
omists is mainly one of vision rather than 
model choice or empirical findings on the de- 
mand for money. Empirical results from single 
equation estimates of the demand for money 
(where regressors include various income, 
wealth, and interest rate proxies) are shown 
to be consistent with both Keynesian and mon- 
etarist formulations. While the author reserves 
his comments on the instability of such single 
equation estimates until chapter 6, he does 
pursue the absurdity of estimating log form, 
single equation models when a simultaneous 
specification is needed. He also addresses some 
recent empirical results suggesting the- inap- 
propriateness of aggregating “consumer” and 
“business” demand for money. 

Chapter 5 works toward a reconciliation of 
the “utility theory” of money and the “transac- 
tion cost” approach. Starting with a review of 
portfolio mean-variance models, the author re- 
views the Baumol-Tobin type inventory theo- 
retic models giving attention to the more gen- 
eral forms advanced by Karl Brunner and 
Allan H. Meltzer. The author credits Edi Karni 
and Uri Ben-Zion with providing the first step 
toward a reconciliation of inventory theoretic 
modelling with the utility of money approach. 
However, as the author notes, efforts to put 
both money balances and consumption flows 
into a utility function and budget constraint 
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require highly questionable assumptions. A 
nu>re fruitful way to tie utility theory and trans- 
action costs together may be found by not in- 
serting money directly into the utility function 
(or production function) but by giving it a role 
in saving time in consumption (or production). 
Thomas R. Saving’s approach is cited by the 
author as a worthwhile efibrt in this direction. 
(The interested reader may wish to review 
chapter 2 of Jiirg Niehans’s recent book for 
more insights into indirect utility of money ap- 
proaches [2, 1978].) 

Chapter 6 provides an excellent short review 
of the term structure of interest rates and its 
implications for the demand for money. As the 
author notes, economists’ interest in the de- 
mand for money has not made much use of 
the theory of term structure. Term structure 
may provide direct implications for the stabil- 
ity of the demand for money over the business 
cycle. 'The author’s original extension of the 
G. O. Bierwag and M. Grove mean-variance 
model to include money suggests how the ef- 
fect of the business cycle through interest rates 
may cause instability in the demand for money. 
He demonstrates why three interest rates — a 
short or “own” rate, an expected rate, and a 
long rate — ^belong in the demand for money. 
(The first two rates should have a noimegative 
effect on the “intermediate” demand for 
money. If the yield curve is downward sloping, 
as should be the case at the peak of the business 
cycle, a negative relation between “terminal” 
money demand and a long-term rate should 
be observable.) This modelling, however, re- 
quires the assumptions that money and short- 
term bonds yield the same interest in the first 
two periods — intermediate periods — and ter- 
minal wealth at the end of the third period 
is held in the form of money only. 

Chapter 7 is a catch-all including discussions 
of price inflation, employment, and the de- 
mand for money. First, attention is given to 
the dynamic specifications of the demand for 
money in empirical work. The author con- 
cludes that the use of distributed lag or partial 
adjustment models to estimate price expecta- 
tions is inappropriate for money denuind speci- 
fications under hyper-inflation conditions. The 
long weighting pattern implied by such specifi- 
cations is inconsistent with the observation that 
quicker inflation produces faster reactions. In 


addition to considering several other specifica- 
tions of the demand for money under inflation- 
ary conditions, John Muth’s idea of “rational 
expectations" is given special attention. Here 
individuals use aU information available at time 
tto predict prices at time t4r I. By some myste- 
rious process, which the author does not ad- 
dress, people are assumed to have perfect fore 
sight, so expectations about future prices are 
fulfilled. Such expectations are given as being 
consistent with Irving Fisher’s explaiution of 
the Gibson Paradox and a variety of adjustment 
processes for the demand for money. Finally, 
the author discusses the role of money in expla- 
nations of the Phillips Curve and growth the- 
ory. 

'There is little question that this book should 
be on the shelf of every graduate student and 
specialist in the area of monetary studies — the 
intended audience. It would be an excellent 
text for a graduate survey course on monetary 
economics. It will not only provide graduate 
students with an overview of the current state 
of the art but will also direct them toward pos- 
sible dissertation topics that might advance our 
understanding of monetary economics. 

William F. Becker, Jr. 
Indiana University 
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Money and credit in a developing economy: 
The Greek case. By D. J. Haukias. New 
York: New York University Press, 1978. Pp. 
xii, 307. $17.50. JEL 79-0124 

This book is an updated translation of an 
original study published in 1976 by the Bank 
of Greece, where the author holds the key posi- 
tion of Ekionomic Advisor. Its focal point is the 
examination of the effectiveness of a system 
of qualitative credit controls, coupled with 
credit rationing and fixing interest rates, in 
serving its assiuned purpose of influencing the 
allocation of funds and resources in a way con- 
ducive to industrialization and economic de- 
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velopment. This is the policy followed persis- 
tently by the Greek authorities in the entire 
postwar era. Halildas has written a carefully 
documented and well-reasmied study which, 
through the Greek case, informs the reader 
about the possibilities and problems of credit 
policies. 

Credit rationing and the detailed qualitative 
controls were a legacy of the immediate post- 
war years of economic disorganization and 
rampant inflation. With the eflFective recon- 
struction of the country, and especially after 
the 1953 monetary reformation and devalua- 
tion of the drach^, the rationale for these 
controls became questionable. The restoration 
of the public’s confidence in the national cur- 
rency led to an ever increasing flow of deposits 
in the banks, to such an extent that commercial 
banks have ever since operated with excessive 
liquidity and lending capacity. For the mone- 
tary authorities, however, maintaining these 
controls meant promoting credit to the so- 
called “productive” sectors, i.e., the manufac- 
turing and export-oriented industries. The 
“unproductive” and “speciJative” activities, 
such as dwelling construction, and domestic 
and import trade, were penalized. Given the 
input-output relations among these sectors, 
that was a dubious binary classification. At any 
rate, once the authorities believed that Greece 
was suffering from capital shortage, it some- 
how followed that certain activities had to be 
favored against others if any development plan 
was to be implemented. In the absence of a 
developed capital market, qualitative credit 
controls were considered the suitable and 
available policy option. The record shows, 
however, that industrial investment is not in- 
duced by the mere availability of easy credit, 
while at the same time the existing system of 
controls is not immune to undesirable leakages, 
where credit is indirectly channeled to “unpro- 
ductive’’ activities. 

The qualitative credit controls were meant 
to influence the asset composition of the com- 
mercial banks’ portfolios in accordance with 
the developmental targets. The structiue of 
the interest rates was, however, such that it 
has always been more profitable for the banks 
to lend short-term rather than long-term. In 
general, for the banks, compliance with the 
credit regulations would imply maintain ing 


unnecessarily high cash reserves and a loss of 
profit. Greek commercial banks are by tradi- 
tion, to a considerable extent, “banques d’af- 
foires,” and they have long standing links with 
the oldest and largest industrial firms. On the 
other hand, commercial banking is dominated 
by an oligopoly, where two banking groups 
(now both of them under government control) 
hold nearly 90 percent of all assets in the bank- 
ing industry. ’The banks neither took the initia- 
tive nor were they given the proper incentives 
to expand their long-term credit facilities. 
Even the specialized government long-term 
financing institutions have failed to promote 
many industrial ventiures, due perhaps to the 
conservatism of their boards of directors. Thus, 
the authorities’ aim of promoting industrializa- 
tion by ensuring an elastic supply of credit 
largely failed-because it was not based on realis- 
tic criteria of profitability, while it may have 
induced the banks to maintain their rigidity 
in operations and resist innovation and compe- 
tition. 

While Halikias’s study covers pretty well the 
structure of the Greek credit system and its 
effects on banks’ portfolio behavior and on in- 
vestment financing, it leaves one’s appetite un- 
satisfied by eschewing three important issues. 
The first has to do with monetary control and 
the role of the Bank of Greece. The responsibil- 
ity for the formulation and implementation of 
monetary and credit policies belongs, since 
1948, to the Currency Conunittee, presided 
over by the Minister of Coordination and in- 
cluding five other members (the Governor of 
the Bank of Greece and four economic- minis- 
ters). As the Governor himself is appointed by 
the government, monetary and credit policies 
are not independent of fiscal and general gov- 
ernment policies, often characterized by a 
non-articulated “dirigisme.” In fact, govern- 
ment deficits are guaranteed virtually auto- 
matic financing with Bank of Greece ftmds. 
On the other hand, even when in recent years 
the Bank has adopted “monetary targets,” 
meaning upper limits in the annual rates of 
monetary and credit expansion, the Currency 
Conunittee (and the commercial banks, of 
course) has been unable and/or unwilling to 
abide by these targets. Given the inadequacies 
of the credit policy pursued for such a long 
time, one wishes that the author had some- 
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tiling to say about a more efficient monetary 
and credit controL The second issue has to do 
with the fact that, with money supply an e»en' 
tially endogenous and uncontrollable variable, 
elastic credit supply policies currently contrib- 
ute more to inflationary pressures than to fur- 
ther industrialization. Various credit-cum-tax 
incentives for regional industrial development 
have failed in the past, and one simply hopes 
that the recent such measures will have a posi- 
tive efiect. The third issue has to do with the 
author’s avoiding the question as to what a bet- 
ter alternative to these qualitative credit con- 
trols may be. At various points in the book one 
suspects that Halikias favors abolishing these 
controls and liberalizing the entire credit sys- 
tem, which would indeed be a very sensible 
proposal. 

Panayotis G. Koruras 
Athens School of Economics 
and Business Science 

320 PiscAi. Theory and Poucy} Pubuc 
Finance 

The economic constitution of federal states. By 
Albert Breton and Anthony Scott. To- 
ronto; Buffalo and London; University of To- 
ronto Press, 1978. Pp. 166. $10.00 

JEL 78-1016 

Over the last twenty-five years or so, the eco- 
nomics of federalism has emerged as a recog- 
nizable specialty within public finance theory. 
In that development, Albert Breton and Tony 
Scott certainly figure among the more signifi- 
cant of the contributors. It might therefore be 
expected that this book would represent a re- 
statement, refinement, and extension of the 
emergent orthodoxy. Not so. This is rather a 
recantation. In their book, the authors seek 
both to present a major criticism of the theory 
that they had helped earlier to erect and to 
develop an elaborate alternative, based on the 
notion of transactions costs. 

The criticisms of “orthodoxy” are, I think, 
largely valid. The existiiig theory of federalism 
attempts to derive an optimal allocation of 
functions across levels of government (or an 
“optimal constitution” to use Breton’s earlier 
term) based on the spatial properties of the 
spillover benefits that various public and quasi- 
public goods provide. The problem of constitu- 


tional design in this earlier Breton sense is then 
seen as the "engineering-type” problem of de- 
riving optimal government areas in much the 
same way as a large firm might derive optimal 
plant size. 

There are three mgjor problems with this 
approach. First, the analysis implies a different 
level of government for each public service; 
the number of such levek would hence be ex- 
tremely large. 'Ihis arrangement is not con- 
gruent with any federal system we know, nor 
does it seem intuitively likely that such an ar- 
rangement would in fact be optimal. Second, 
the theory does not explain why genuine politi- 
cal decentralization is necessary to achieve the 
desired results; an appropriately benevolent 
{or electorally constrained) central govern- 
ment could achieve precisely the ssune results 
purely by administrative delegation. Thirdly, 
the theory is institutionally void. The “opti- 
mal” allocation of function is derived on the 
assumption that governments operate "per- 
fectly” in accord with the demands of those 
who consume the various public goods. It 
seems unlikely that the same allocation of func- 
tions would emerge as desirable when plausi- 
ble assumptions about the operation of the po- 
litical mechanism are inserted. 

In part, the Breton-Scott theory attempts to 
deal with these criticisms. But it takes as its 
point of departure another problem, first noted 
by Gordon Tullock [2, 1966]. If the analogy 
between the standard approach to federal 
structure and choice of plant size is a valid 
one, then the theory foils because there is no 
necessary connection between optimal plant 
size and optimal decision-making units. The 
optimal size of the plant does not determine 
of itself the optimal size of the firm. The opti- 
mal size of the firm {or the decision-making 
unit in the government context) is in the Bre- 
ton-Scott theory rather to be determined by 
reference to that organizational structure 
which minimizes “transactions costs.” In this 
sense, the Breton-Scott theory of “federal con- 
stitutions” represents an elaboration and re- 
finement of Ronald Coase’s theory of the firm 
[1, 1937]. 

To indicate the nature of the approach, con- 
sider a simple case. Why, for example, should 
national defense not be provided by sub-na- 
tional governments? Sub-national govern- 
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nwnti could, of courae, jointly determine the 
level of defense to be provided, if indeed the 
efficient technology involves providing de- 
fense as a national public good, just as members 
of an alliance can provide defense where the 
efficient technology is “super-national.’' 'The 
problems of free-riding and strategic behavior 
under such an arrangement are clear: these 
are “coordination costs" in the Breton-Scott 
terminology. However, as Breton and Scott re- 
mind us, the obvious alternative of provision 
by the national level of government also in- 
volves costs — the "administrative costs" associ- 
ated with setting up an additional level of gov- 
ernment and its larger internal organization. 
Only if these administrative costs are less than 
coordination costs will national government 
be Justified. More generally, optimal federal 
structure should be chosen so as to minimize 
the sum of administrative and coordination 
costs. 

As Breton and Scott recognize, these “supply 
side" considerations are not quite enough to 
generate a complete theory of federalism. Cit- 
izens will have preferences for alternative gov- 
ernmental structures based on the extent to 
which these structures generate political out- 
comes in accord with those they want. Yet it 
is not clear that the Breton-Scott “mobility 
costs" and “signalling costs” adequately cap- 
ture what is at stake here. The Coase theory 
of the firm can abstract from demand side con- 
siderations because the market constrains firms 
to generate outcomes that consumers want. 
But if a monopoly firm makes centralized deci- 
sions for fifty plants, it is clear that consumers 
would prefer to have plants as firms despite 
the higher “coordination costs” because it 
makes for preferred (competitive) outcomes. 
There is no desire to reduce coordination costs 
among competitive firms. Likewise, where 
electoral processes do not constrain govern- 
ments to generate outcomes desired by citi- 
zens, the possibility of mobility among compet- 
ing Jurisdictions sets limits on the extent to 
which governments can exploit their citizens. 
In this setting, it is by no means clear that out- 
comes which minimize poor dination, and mo- 
bility costs are to be preferred. For if Jurisdic- 
tions can coordinate activities to produce 
pubfic goods most efficiently, they can coordi- 
nate to exploit the citizenry more effectively 


also. The crucial role of mobility as a source 
of constraint on the behavior of government 
Brfrf<HonAl to and independent of electoral 
processes has been an important (if largely im- 
plicit) theme in the federalism literature since 
Tiebout. It is essentially ignored in the Breton- 
Scott analysis. Yet it does, in my view, undo 
a significant part of their theory. 

Breton and Scott have in this book gone 
some way in freeing the theory of federalism 
from its strong “engineering-problem" orien- 
tation. My complaint is that they have not gone 
far enough. Their approach strongly reflects 
the "perfect government” assumptions of the 
orthodoxy, and their argument could be ap- 
plied entirely within that setting. Once the 
possibility that governments may be substan- 
tially imperfect is taken seriously, however, the 
whole objective of minimizing transactions 
costs between levels of government becomes 
questionable; and the constitutional norm 
shifts strongly in the direction of greater de- 
centralization than the Breton-Scott analysis 
would imply. 

Geoffrey Brennan 
Virginia Polytechnic Institute 
and State University 
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Fiscal responsibility in constitutional democ- 
racy. Edited by James M. Buchanan and 
Richard E. Wagner. Studies in Public 
Choice, Vol. 1. Leiden and Boston: Martinus 
Nijhoff Social Sciences Division, 1978. Pp. 
X, 180. Dfl. 46.80. 

JEL 79-1017 

Inexperienced reviewers should be advised 
to shun conference volumes, or at least not 
to accept them sight unseen, so markedly do 
they vary in their aims, composition, and qual- 
ity. In some instances the contents are so mis- 
cellaneous and the connecting threads so tenu- 
ous that the original cast seems to resemble 
a group of characters in search of an author 
rather than a scholarly assemblage of purpo- 
sive truth seekers. In other cases, however, es- 
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pedally with gadieringpi deiigned to honor 
some distinguished individual or mark a note- 
worthy event, the prevailing mood is that of 
a band of the faithful preaching to the con- 
verted with, perhaps, the odd maverick or her- 
etic thrown in to counteract the impression 
of pre-selected harmony and conformity. And 
in the many instances that fall between these 
extremes, the reviewer is hard put to survey 
the product briefly without either doing irjus- 
tice to the participants or losing friends. 

These reflections are prompted by the pres- 
ent volume, which is unusual, if not unique, 
in that the conference organizers were “some- 
what surprised by the meager support for our 
own position that the conduct of budgetary 
policy has been following dangerous paths, and 
that we should be concerned about the course 
that events have been taking” (p. 7). In their 
paper “The Political Biases of Keynesian Eco- 
nomics,” which echoes the main themes of 
their book Democracy in Deficit: The Political 
Legacy of Lord Keynes [1, 1977] Buchanan and 
Wagner contend that the destruction of the 
“old time fiscal religion” in the Keynesian rev- 
olution generated an “asymmetry in the con- 
duct of budgetary policy,” which was less seri- 
ous in the kind of democratic system controlled 
by an elite, as Keynes conceived it, than in a 
more genuinely representative system. The ar- 
gument adds a political dimension to Schum- 
peter’s dismissal of the General Theory as “de- 
pression economics”; but their conclusion that 
“explicit constitutional action is required” to 
restrain excessive spending receives not “mea- 
ger support,” but rather a fatal wounding from 
Herbert Stein’s impressive paper “The De- 
cline of the Budget-Balancing Doctrine, or 
How the Good Guys Finally Lost.” ’This should 
be required reading for all advocates of simplis- 
tic constitutional amendments and legislative 
enactments proscribing budgetary deficits. 
Stein ruthlessly exposes the ambiguities and 
limitations of balanced budget beliefs, and con- 
cludes his review of the past record by observ- 
ing (p. 53): 

The good old days [before the Fiscal Revolution 
in America] were not so great. The bad new 
days after the change are not so terrible . . . 
we don't really know enough to manage the 
economy as well as we would like. But we never 
did. We can’t go back to the old myths and 


wouldn’t like it if we did. And we can’t orestte 
new mytiis, at least not consciously by holding 
conferences for that purpose. Ibe only way out 
of our predicament is to try to go forward and 
leam more, not to try to go backward and un- 
learn What we have learned. 

However, a conscientious feviewer cannot 
rest in peace even with this authoritative epi- 
taph on Fiscal Responsibility from an erstwhfle 
Chairman of the Council of Economic Advisers 
under a Republican regime. Is this what Rich- 
ard Nixon meant when he reportedly an- 
nounced: “We are all Keynesians now?” An- 
other clue to the meaning of that dictum is 
afforded by Abba Lemer, a distinguished early 
Keynesian functional finance theorist in his pa- 
per “Keynesianism: Alive, If Not So Well, at 
Forty,” who declares: “there is no new theory 
at all in the General Theory. Rather than find- 
ing, the classical theory wrong, Keynes only 
fixed it up by filling in the tacit (or missing) 
assumptions.” It was, in fact, “a practical 
revolution — not a revolution in economic the- 
ory. It was more like the English than the Rus- 
sian Revolution, killing fewer people and keep- 
ing the Royal Family with limited functions” 
(p. 64). 

While noting that it was actually the mon- 
archy as an institution, not the established 
Stuart seccession, that survived after 1688, the 
historian may yet be pardoned for rubbing his 
eyes in astonishment. Was that what all the 
fuss was about in the 1930’s, that dawn when 
(we have been told) it was “bliss” to be alive, 
“and to be young was very heaven?” Was that 
episode simply an illusion due, as Lerner as- 
serts, to the fact that: “Teaching economics 
consists so much of correcting logical errors 
that a fixation on logic becomes an occupa- 
tional hazard?” (pp. 64-65). What better testi- 
mony could there be to the need for sound 
training in the history of economics than the 
current promiscuous revisionism? 

Unfortunately William Breit’s effort to set 
another part of the record straight in his 
“Starving the Leviathan: Balanced Budget 
Prescriptions Before Keynes” encounters 
sharp criticism from other commentators. 
Donald F. Gordon believes “Breit mildly slan- 
ders the classical economists and the wages 
fond doctrine” by describing the latter as “eco- 
nomic mythology,” and undermines Breit’s 
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case by clainiing that “Keynesian eamomics 
and inflation seem to be neither sufficient nor 
necessary conditions for large government 
(M>. 25. 27). Later, in response to Stein, Armen 
A. Alchian declares that even without Keynes- 
ian doctrine “government expenditures, fi- 
nancing and activity would not have been sig- 
nificantly difierent. In looking at the past few 
milleniiitn [sitj I find little that is different to- 
day in government tax, money and spending 
activity” (p. 55). So much for the ideas of de- 
funct economists to which Keynes himself at- 
tached so much importance! 

There is space enough only to mention the 
two remaining papers: Jesse Burkhead and 
Charles Knerr, on “Congressional Budget Re- 
form: New Decision Structures”; William A. 
Niskanen’s “The Prospect for a Liberal De- 
mocracy” — a more economic piece than its ti- 
tle may suggest; and Mancur Olson's percep- 
tive comments on the editors' paper, in which 
he concludes that; “In so far as the Keynesian 
conception of the burden of the public debt 
has any relevance at all, it does in the opposite 
direction from the one in which Buchanan and 
Wagner are pulling” (p. 117). 

Taken as a whole, this is a stimulating and 
provocative book. Its contents are a fitting, if 
unexpected, tribute to the principal editor’s 
individualism and independent-mindedness. 

A. W. Coats 

University of Nottingham and 
Emory University 
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Federalism and fiscal balance: A comparative 
study. By James S. H. Hunter. Canberra: 
Australian National University Press and 
Centre tor Research on Federal Financial 
Relations, 1977. Pp. vii, 271. A$18.S0. 
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The aim of this book is to illuminate the re- 
cent complex financial arrangements between 
central government, states, and local govern- 
ments in four countries with federal systems 
of government: Australia, Canada, the United 


States of America, and West Gennany. The 
coverage and depth of analysis tm each country 
is uneven, with the longest discussion on Aus- 
tralia; the author devotes almost as many pages 
to her federal system as for the three other 
countries put together. The United States and 
West Germany receive only sketchy reviews 
in parts. Nevertheless, it is refreshing and en- 
lightening to have the new federation of West 
Germany included. Previously, comparative 
studies have been largely restricted to Austra- 
lia, Canada, and the United States. 

The book is divided into four parts. The first 
provides a “background survey” with chapters 
on “the essence of federalism and the constitu- 
tional division of powers and responsibilities,” 
“economic structure and the role of govern- 
ment,” and “theoretical aspects of fiscal feder- 
alism,” in which it is suggested that “state and 
local authorities should have a major role in 
terms of resource allocation” (p. 32). Parts two 
and three, taking up about one-third each of 
the book, are devoted to critical reviews of 
leading aspects of vertical balance and horizon- 
tal balance, respectively. Finally, part four 
(about one-fifth of the book) discusses impor- 
tant developments in intergovernmental coop- 
eration and planning, as between the federal 
government and the states in each of the four 
federal systems. Each federation bears the 
marks of changing governments, ideas, and 
economic and social pressures. Thus an adden- 
dum carries forward the “new federalism” de- 
velopments in Australia following the change 
from the Federal Labor Government to the 
Liberal-National Country Party Coalition in 
November 1975. 

Professor Hunter shows in a number of ways 
how one federation, in dealing with its own 
situation, has benefited from observing — ^if not 
necessarily following — the institutional ar- 
rangements or policies in another. For in- 
stance, the objectives and mechanism of fed- 
eral revenue sharing, which was adopted in 
the United States in 1972 and is aimed at cor- 
recting for vertical as well as horizontal fiscal 
imbalance, has attracted a great deal of atten- 
tion. Earlier, Canadians, in seeking appropri- 
ate intergovernmental arrangements, had 
been impressed by their “observations of the 
intergovernmental fiscal structure of Australia, 
particularly the centralised control of govern- 
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mental borrowing and the methods employed 
by the Commonwealth Grants Commission to 
assess the fi n an ci d needs of less affluent states” 
(p. 71). But, as Hunter’s study shows, more re- 
cent developments in Australia have revealed 
major imbalances stemming from policy being 
largely dominated by the “center.” 

A major problem for Australia arises over 
the underlying rationale of horizontal fiscal 
equalization (HFE) at the state level, in partic- 
ular the failure to allow that “states (or areas 
within states) with high per capita incomes also 
tend to have relatively high per capita expen- 
diture needs. The German technique does 
meet this problem in some degree by means 
of the population valuation” (p. 177). But, in 
Australia, equalization payments “appear to 
have little or no regard to the expenditure 
needs of the large cities” where the bulk of 
the population lives and which continue to 
grow despite their financial problems. Thus, 
HFE in Australia, through the objective to pro- 
vide a “balancing mechanism,” has been work- 
ing against the market forces making for cen- 
tralization of population. 

Hunter draws attention to other weaknesses 
of the Australian system: for instance, in refer- 
ence to attempts at “fiscal equalization,” the 
lack of regulation “at one point,” the lack of 
an “explicit equalization formula" to provide 
“a clear separation between vertical and hori- 
zontal fiscal imbalance,” and the considerable 
“scope for subjective judgment and short-term 
political bargaining” (p. 172). By contrast. 
Hunter states; “the great merit of the equalis- 
ing procedures adopted in Canada and West 
Germany is that the intentions of the central 
government are made explicit. There is little 
scope for subjective judgment and piecemeal 
subsidies to placate particular states” (p. 173). 

Hunter makes only passing references to the 
influences of leading aspects of the state of eco- 
nomic activity in discussing actual or suggested 
changes in federal structures in order to over- 
come prevailing problems. Nevertheless, the 
state of activity has been a more important 
avenue of influence in dififorent ways in each 
federation than appears to have been attrib- 
uted to it, especially because of the considera- 
ble and growing concern of governments with 
the state and level of economic activity. In par- 
ticular, Hunter’s relative neglect of the influ- 


ences of the recurring inflation and unemploy- 
ment problems limited the ei^lanation of tite 
rationale of some developments and the evalu- 
ation of particular fiscal arrangements. Greater 
attention to the different degrees of success 
in dealing with the mgjor e^ponomic problems 
of inflation and unemidoyment would proba- 
bly have shown more clearly the apparent 
merits of West Germany’s policy of “coopera- 
tive federalism,” and how other federations 
(especially Australia) might benefit from Ger- 
man emphasis on "joint decision making” in 
intergovernmental relations and in the ma- 
chinery relating to “trade cycle control, me- 
dium-range planning, the execution of joint 
tasks, and the distribution of tax revenue” (p. 
207). 

However, overall, this is a useful book. It is 
attractive for the comparisons and contrasts 
drawn directly between the fiscal experiences 
and developments in the four federations. It 
is also attractive for the light that it throws 
on ways of dealing with leading problems of 
federalism itself. Students of public finance, 
government officials, and policy-makers will 
benefit from Hunter’s clear exposition and 
well-documented descriptions of the strengths 
and weaknesses of the arrangements and tech- 
niques being employed in each federation with 
the objective of correcting for vertical and 
horizontal fiscal imbalances. 

Ernst A. Boehm 

University of Melbourne 

The British tax system. By J. A. Kay and 

M. A. King. London; Toronto and Tokyo: 

Oxford University Press, 1978. Pp. xi, 275. 

£15.50. JEL 78-1020 

This book is a valuable by-product of the 
Meade Committee, which from 1975 to 1977 
studied the Structure and Reform of Direct 
Taxation in Britain. The authors, drawing from 
the knowledge and experience they gained as 
members of that committee, make skillful use 
of economic analysis to discuss the problems 
facing the British tax system and to prescribe 
remedies. Picking their way carefrdly through 
the tangle of traditional and modem public 
finance theory, much of which they find of lit- 
tle help, they meticulously select those ele- 
ments that prove useful in dealing in a practi- 
cal manner with day-to-day tax problems. 
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Th«ir cli«cu«ion is spiced with generous dashes 
of wry wit, trenchant criticisms of tax complex- 
ities and distortions, and tolerant explanations 
of tax system absurdities. The result is a bode 
that will a{^)eal to a far wider audience than 
is usually attracted to a subject often consid- 
ered one of the quieter comers of the dismal 
science. 

Each part of the British tax system is studi- 
ously surveyed, found wanting, and compared 
with alternatives that not only promise impor- 
tant efBdency and equity gains but also appear 
to be feasible attainments in an imperfect 
world. The ubiquity of difficult policy trade- 
offs is stressed, as well as the high risks that 
carelessly designed reforms will worsen the 
very problems they are supposed to solve. 
Commenting, for example, on the pre-1974 es- 
tate duty reliefs intended to assist working 
farmers, the authors conclude: “It is more 
likely that they damaged the interests of such 
farmers, since the capitalization of such con- 
cessions raised land prices to levels which were 
nonsensical in terms of any likely agricultural 
returns from the land and at which working 
farmers were squeezed out of the market by 
those avoiding estate duty" (p. 12). Designers 
of price support and other agricultural subsidy 
programs in the United States would do well 
to consider such possibilities. 

Though the book is aimed at British readers 
and draws its evidence largely from British 
sources, it develops a number of tax themes 
of importance to fiscal experts and taxpayers 
everywhere. One has to do with the relation 
between marginal and average income tax 
rates and the consequent effects on work in- 
centives and disincentives. Both rates are high 
in Britain. The total tax burden on extra earn- 
ings is estimated to exceed 50 percent for "vir- 
tually everyone in the U.K.” (p. 25). Marginal 
rates are very high on low-income families be- 
cause of a large number of ad Aocmeans-tested 
welfare benefit programs and on high-income 
families because of the top bracket rates of 83 
percent on earned income and 98 percent on 
investment income. The result is a tax system 
under which ‘^t is not too difficialt to stay rich, 
but it is distinctly difficult to beemne rich” (p. 
70). Even worse, preoccupation with tax rates 
and with the nominal equity of the system 
rather than with its real inefficiencies leads to 


tax reform measures that make matters worse. 
These then lead to further measures of the 
tamP! kind, and so on indefinitely. Tax burdens 
"fall heavily on those engaged in productive 
sectors of the economy without achieving 
much in the way of substantial redistribution” 
(p. 247). 

One solution to this muddle, much discussed 
in the United States, would be to expand the 
scope of the income tax base and reduce tax 
rates proportionately. Kay and King discuss 
these possibilities and reject them firmly. Their 
conclusion is that such an approach is attractive 
in principle, but unworkable in practice. An- 
other possibility, for which they make a strong 
case, would be to adopt a linear income tax 
schedule. This plan would make use of only 
two parameters — a basic family allowance, 
which is either tax exempt or paid to individu- 
als as a cash grant, and a single tax rate applied 
to all other income. The design is starkly sim- 
ple, yet capable of providing a substantial de- 
gree of tax progressivity. The authors’ argu- 
ments here draw skillfully from modern 
theories of optimal income taxation and from 
recent improvements in the definition and 
measurement of income inequality, particu- 
larly those by A. B. Atkinson. 

One of the patent absurdities of the British 
tax system is its treatment of personal invest- 
ment income. “It is not simple, it is not fair, 
it is not effective, and it is characterized by 
rates of tax which reach heights which are tol- 
erable only because they are not intended seri- 
ously" (p. 248). Important loopholes exist — cap- 
ital gains, houses and other consumer durables, 
pensions, life insurance and other lands of insti- 
tutional investment — and “anyone who is pay- 
ing an effective tax rate on [investment] in- 
come of more than 50%-60% ought to obtain 
better professional advice" (p. 56). Tax-privi- 
leged saving (i.e., savings that receive exemp- 
tion or highly favorable tax treatment) is esti- 
mated to be 89 percent of total saving in the 
U.K. in the 1972-76 period, compared to 56 
percent in the U.S. (p. 60). What is called an 
income tax, in other words, is partly a badly 
designed expenditure tax and, because its base 
is money rather than real income, partly a ran- 
domly imposed wealth tax. Neither feature has 
much to recommend it. 

The solution proposed by Kay and King is 
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a gradual d>ift to a Ufe-time expenditure tax 
baaed on the annual cash flow of each taxpayer. 
Continuing in their role of theoretical pragma- 
tists, the authors rest their case for this funda- 
mental tax reform less on its theortical attrac- 
tions, thou^ these are discussed with care, 
than on the administrative simplifications 
achievable by moving from an accru^ tax base 
to a cash flow base. Elimination of the distor- 
tions now created by inflation and by prefer- 
ences granted to different kinds of saving and 
investment income would also be important. 
The authors clearly expect no increase in the 
general level of saving to result from such a 
tax change, though some recent U.S. studies, 
which they do not cite, throw doubt on this 
conclusion by finding that personal saving is 
sensitive to rates of return. 

The sweeping tax reform that Kay and King 
propose is rounded out by changes in the treat- 
ment of gifts and bequests and of company 
profits. Their discussion of the alternatives 
here is a model of applied economic analysis. 
They distill the essence from intricate eco- 
nomic theories of corporate tax incidence and 
company investment behavior and deftly elu- 
cidate the weaknesses of various kinds of capi- 
tal taxation. This process leads to their recom- 
mendation that gifts and bequests be included 
in the life-time expenditure tax base and that 
company taxation be shifted to a cash flow ba- 
sis. These changes would mean the immediate 
expensing of all corporate investment outlays 
and the denial of any tax deduction for interest 
paid. Among other things this would remove 
the present anomaly that “for investment qual- 
ifying for free depreciation and substantially 
financed by borrowing, the higher the rate of 
corporation tax the stronger the inducement 
to undertake the project” (p. 193). 

This is a book that should be read widely. 
It is a provocative, thoughtful, and professional 
treatment of an important, and probably wors- 
ening, economic problem afiSicting nations ev- 
erywhere. The authors are speaking directly 
of Britain and of the mess, carefully docu- 
mented, into which its tax system has sunk, 
but their words have far broader application: 
“Anyone who came to it for the first time 
would regard the present system with some 
incredulity. ... No one would design such a 
system on purpose and nobody did. Only a his- 


torical explanation of how it came about can 
be offered as a justification. That is not a justifi- 
cation, but a demonstration of how seemingly 
individually rational decisions can have absurd 
effects in aggregate” (p. 246). This could be 
an epitaph for any politici|lly devised tax sys- 
tem, but it is not ^e message of the book. 
Kay and King are not cursing the dark but 
trying to light candles. Their arguments should 
be given an attentive hearing. 

George F. Breax: 
University of California, Berkeley 

Wealth redistribution and the income tax. Ed- 
ited by Arleen a. Leibowitz. Lexington, 
Mass., and Toronto: Heath, Lexington Books, 
1978. Pp. ix, 130. $13.50. JEL 78-1021 
Tax reform is back in fashion. In particular, 
there is a great deal of current interest in the 
old idea of replacing the income tax by a per- 
sonal expenditure tax. Detailed proposals for 
reform along these lines have been discussed 
by the U.S. Treasury Report, Blueprints for 
Tax Reform, the Meade Report in Britain, and 
Sven-Olof Lodin’s Report for the Swedish Gov- 
ernment Commission on Taxation. This book 
is based on a conference of distinguished law- 
yers and economists held in 1977 to discuss 
some of the fundamental issues involved. 

The volume consists of a long paper by Nor- 
man Ture and detailed commentaries on his 
paper by Michael Graetz, Martin Feldstein, 
Boris Bittker, and Richard Musgrave. An edi- 
ted version of the conference discussion is also 
included, and the result is a short book of 130 
pages. Although there is a great deal of impor- 
tance to be said on the subject of tax reform, 
it is also an area in which a great deal has been 
written. It is perhaps not surprising, therefore, 
that in these few pages one will find little 
which will be new to students of the literature 
and no guide to the subject for the layman 
or student. The paper by Ture appears to have 
two aims. First, it argues against redistributive 
taxation and, secondly, it argues in favor of 
an expenditure tax. To judge from the pub- 
lished discussion, most of the participants in 
the conference were very critical of Ture’s pa- 
per. It is difficult for this reviewer to disagree 
with the apparently common view that Ture 
presented a misleadingly simple view of the 
arguments for the use of taxation to redistrib- 
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ute iTMvwnw and overlooked much of the recent 
htaratiu'e on the ecmioniics of taxation. For 
example, in his anal>^ of how the total tax 
burden (required to finance public expendi- 
ture) should be distributed among the persons 
in society, Ture makes no reference to the lit- 
erature on optimal taxation and does not men- 
tion the work of James A. Mirrlees nor the sub- 
sequent literature on this subject. 

His paper is certainly challenging, and the 
subject matter wide ranging. But to analyze 
the weaknesses of the present U.S. tax system 
requires more than a single paper, and as a 
result Ture’s attempt to discuss aU the mt^or 
tax problems of the day has the air of a man 
aiming rapid gunfire at a moving target. When 
the smoke has blown over, there seems to be 
little damage of any real substance. Little em- 
pirical evidence is employed to support the 
argument, and the philosophical sections of the 
paper are more provocative than analytical. 
To quote Martin Feldstein’s contribution, 
"Professional philosophers have a comparative 
advantage uis-d-ois economists in the develop- 
ment of ethical principles. A Mill can create 
a case for utilitarianism, a Rawb for the maxi- 
min principle, and a Nozick for the idea of 
just entitlement. . . . Economics — and the the- 
ory of taxation in particular — cannot hope to 
develop convincing ethical principles but must 
concentrate on drawing out the implications 
of alternative ethical standards" (p. 57). On 
these general issues, and also on the specific 
reforms proposed by Ture, the commentaries 
of Michael Graetz, Martin Feldstein, and Rich- 
ard Musgrave are admirable. In particular, the 
reader would be well advised to begin with 
Musgrave’s contribution, which is an excellent 
summary of the main issues. 

Ture’s main proposal is to replace the pres- 
ent income tax by a personal expenditure tax. 
His main argument is that at present there is 
a substantial bias against savings in the tax sys- 
tem and that the objective of change should 
be to increase the total level of savings in the 
economy. In turn he argues that this would 
be the most effective means of increasing eco- 
nomic welfar^ at all levels of the income dis- 
tribution. His assertion that the effective tax 
rate on capital income is much larger than that 
on labor income seems to be somewhat dubi- 
ous. In many ways the most significant feature 


of the inesent system, to which Ture does draw 
attention, is the enormous variety in the tax 
treatment of different types of sav^ and capi- 
tal income. Saving via pension funds and life 
insurance companies is favorably treated, and 
the effective tax rate on capital gains is clearly 
lower than that on labor income. The net out- 
come of these provisions is difiScult to assess, 
particularly in times of infiation, but it does 
not seem at all obvious that the effective tax 
rate on capital income on average bears any 
clear relation to the tax rate on labor income. 
Moreover, the efficiency arguments for an ex- 
penditure tax must take into account not only 
the distortion between present and future con- 
sumption but also that between work and lei- 
sure. The nature of the resulting “optinial” sys- 
tem is far from clear. Tbere are many good 
arguments fm* an expenditure tax, and the 
need to adopt a consistent treatment of the 
taxation of savings and capital income is one 
of the most important. But Ture, although al- 
luding to many of these arguments, does not 
bring them to the fore in his arguments nor 
discusses them in any detail. There are a num- 
ber of minor mistakes in the arguments pre- 
sented (for example, Ture seems to believe that 
an expenditure tax would require each tax- 
payer to maintain annual accounts of his net 
worth) and many of these are brought out by 
the discussion recorded in this volume. 

Although this volume does not contribute 
much to the current debate on tax reform, 
Ture’s paper does provoke and challenge sev- 
eral widely-held views that are often incor- 
rectly supposed to be self-evident. In this re- 
spect Ture’s paper serves a most useftd 
purpose and reminds us of the need to assess 
and justify the basic principles upon which the 
tax system is based. 

Mervyn King 

University of Birmingham 

The public's business: The politics and prac- 
tices of government corporations. By A,NN- 
Mahie Hauck Walsh. A Twentiety Cen- 
tury Fund Study. Cambridge, Mass., and 
London: MIT Press, 1978. Pp. xvi, 436. 
$19.95. JEL 78-0745 

In this era of proliferation of Proposition 13- 
type measures to limit government spending 
and Kemp-Roth-style bills advocating tax cuts. 
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it is not surpristog that the interests of our pro- 
fession have focused with renewed vigor on 
die governmental budget-making process and 
its econmnic impact. What is often neglected 
in such analysis is die increasing levels of what 
might be termed “off-budget" government ac- 
tivity. Aldiough the government regulatory 
process has been the subject of recent in- 
creased scrutiny, the practices of public corpo- 
rations, especially at the local level, have gar- 
nered relatively litde professional attention. 
Yet in a period of bu^et stringency, if not 
absolute decline, such authorities represent at- 
tractive alternative conduits through which to 
conduct the public’s business. An understand- 
ing of the assets and liabilities of government 
by public authority is thus crucial in the cur- 
rent milieu. Professor Walsh’s book, sponsored 
by the Twentieth Century Fund, provides such 
a well-documented, thought-provoking exami- 
nation of the policies and practices of public 
corporations. It is an important book, espe- 
cially so in the current political environment. 

The twelve chapters in the volume are di- 
vided into four major sections. The first, com- 
posed of the initial two chapters, presents the 
basic premises and conclusions of Professor 
Walsh’s thesis as well as an analysis of the origin 
and evolution of public enterprise device in 
the United States. This part of the text is best 
read in conjunction with the appendix to the 
volume, which documents the current (early 
1970’s) importance of public authorities at the 
federal, state, and local level. The author re- 
stricts the bulk of her attention to those public 
entities which have (1) independent manage- 
ment, (2) borrowing powers, but (3) no active 
taxing powers. 

The second mtjor portion of the book, en- 
compassing chapters 3 through 6, focuses on 
what might be called the external relations of 
the public enterprise. Attention is concen- 
trated on the authority /money market nexus. 
Analyzing general procedures as well as spe- 
cific case studies, the influence of bond market 
funding on the practices and objectives of pub- 
lic enterprises is investigated. Part three of the 
volume, including chapters 7 to 9, looks at the 
internal functioning of public corporations. 
Again specific case studies, ranging from New 
York and New Jersey in the east, Texas and 
Minnesota in the midwest to Washington in 


the west, are used to develop cmiain common 
themes as well as illustrate diversity in manage- 
ment techniques. Ibe final three diapters con- 
stitute the fourth section of the vtflume. In 
these chapters the author provides an overall 
assessment of pluses and mouses of public en- 
terprise, advances suggestiotu for both reign- 
ing in the excesses of such authorities and har- 
nessing them for the advancement of the 
public weal 

In evaluating public authorities. Professor 
Walsh finds them wanting in several crucial 
di mensions. As corporations without stockhold- 
ers, political jurisdictions without voters or tax- 
payers, government enterprise involves public 
ownership and control over resources without 
public policy. As corporations raising ftmds on 
private (tax exempt) capital markets, they tend 
to emphasize risk minimization and private 
rate of return. As public agencies, however, 
they deal in areas replete with spillovers or 
externalities: education, transportation, pollu- 
tion, etc. The result is, of course, conflict and 
the well-documented thesis of this book: 

Public authorities that are supposed to act in 
the general interest of a state, region, or city 
frequently do not. Because of their insulation, 
they overemphasize financial returns and reflect 
or accept the viewpoints of banking and business 
participants. They bias government investment 
in favor of physical infrastructures for short- 
term economic return. (P. 6.) 

Public authorities currently raise between 
$7-12 billion a year by issuing long-term reve- 
nue bonds in the municipal bond market. 
Their share of the municipal bond market has 
grown from 20 percent in 1961 to 36 percent 
in 1976 (chapter 3). This dependency on the 
credit market has several untoward effects on 
enterprise operations. First, an unholy alliance 
of public enterprise with bond market entities 
(e.g., banks, law firms, etc.) has resulted in in- 
dentures and covenants severely restricting 
the management of these public entities. Such 
restrictions, for instance, typically force au- 
thorities to reborrow to finance new projects 
rather than use “excess” revenue (above that 
required for bond obligations) for these imder- 
takings. Secondly, it has directly led to an em- 
phasis on bond marketability often at the sacri- 
fice of lower interest rates and minimizing 
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indentured restrictions. It has led to the myths 
that authorities should be “buriness-like” in 
cwducting their affairs and that authorities are 
“responsiUe to the bondholders.” Professor 
Walsh vividly points out, again using case stud- 
ies, the efiect of such attitudes as well as the 
fallacy in their advocacy. Public enterprises are 
definitely not business-like in the sense of be- 
ing non-political. By virtue of the tax exempt 
status of their bonds as well as the nature of 
their endeavors, they are definitely political 
animals (often directly or indirectly dependent 
on government for revenue). Similarly respon- 
sibility to bondholders, often literally trans- 
lated into loyalty to the bond market (the 
"club”), is a figment of the imagination; ulti- 
mate responsibility is to the legislature and vot- 
ers of a jurisdiction. 

All is not negative with respect to public cor- 
porations however. "They have functioned 
with technical competence, with relative 
speed, and until recently with little obvious 
burden on taxpayers” (p. 3). "Most public au- 
thorities do their specific job well. It is their 
choices of what and what not to do that raise 
tough questions" (p. 171). Despite the relative 
ineffectual role played by the typical enter- 
prise board of directors (chapter 7) and the 
considerable power and automony of their 
managers (chapter 8), public authorities repre- 
sent a strong contrast to the usual view of gov- 
ernment bureaucracy (chapter 9). Public en- 
terprise, as opposed to general govenunent, 
has a stronger sense of mission, a stronger prob- 
lem-solving orientation, and a stronger incen- 
tive for productivity and performance (much 
like private enterprise they have a "bottom 
line"). These assets of the public corporation 
are directly related to their well-defined goals, 
technically competent management and, 
above all, their organizational and functioiud 
flexibility. As Professor Walsh points out (p. 
253) bureaucracy is a response to powerless- 
ness, lack of authority, lack of goals, and over- 
specialization, all of which are characteristics 
lacking in public corporations. 

The challenge, to which the author turns in 
the last part of the volume, is to build on the 
virtues of the public corporation while elimi- 
nating or minimizing their vices. The key to 
such an undertaking is to reduce public enter- 


inise preoccupation with financial perfor- 
mance and increase public accountability. Hie 
TWAnnn necessary to accomplish this end in- 
volve increased political ccmtrol and political 
access. Given the highly politicized context in 
which authorities actually operate, the concept 
of control without politics is meaningless, and 
the hope of achieving public accountability 
without political “interference” is illusory. Spe- 
cific suggestions advanced include voter repeal 
of unrealistic constitutional restrictions on 
budgeted debt (governments need reasonable 
borrowing powers without resort to the — often 
more expensive — alternative of off-budget cor- 
porations), following the federal precedent of 
running enterprises as part of regular govern- 
mental departments, utilizing mixed owner- 
ship enterprises (familiar in Europe), installing 
intergovernmental boards of directors, and in- 
creasing federal involvement, particularly in 
financing, to reduce reliance on the private 
bond market. Effective public enterprise pol- 
icy requires "acceptance of the enterprise as 
a legitimate government activity to be con- 
ducted for exphcitly public purposes” (p. 343) 
and enterprise financial policies that are “inte- 
grated with the government's general financial 
policies and budget plans” (p. 344). 

While a review of this nature may hope to 
indicate the subject matter of a volume, outline 
its contents and approach, and even give a 
highly abbreviated synopsis of its conclusions, 
it is impossible to do justice to the depth and 
breadth of the material presented to bolster 
the m^jor finding and buttress the policy rec- 
ommendations advanced. SufiBce it to sgy that 
Professor Walsh has amassed a plethora of evi- 
dence. Public enterprises investigated range 
from local hospital corporations in Pennsylva- 
nia, “metro” enterprises in Seattle and Minne- 
apolis, river basin development corporations 
in Texas, turnpike authorities in New Jersey 
and Massachusetts; through federal enterprises 
such as TVA and the Post Office; and include 
the (infamous) New York-New Jersey Port Au- 
thority, the archtype public enterprise. The 
case of characters includes such luminaries in 
the realm of public enterprise as Nelson Rocke- 
feller, Robert Moses, and Austin J. Tobin as 
well as lesser known, but nevertheless influen- 
tial, personages. 
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While Professor Walsh is a political scientist 
by training, ^e has produced a treatise with 
t^y interdisciplinary appeal. Her grasp of 
econ(»nic concepts and analysis is firm. She 
has produced a timely, thoughtful, and 
thougdit'provoking book that should command 
a wide audience both within and outside our 
specific discipline. 

Roger F. Riefler 
University of Nebraska-Lincoln 

400 International Economics 

420 Trade Relations; Commercial Poucy; 

International Economic Intecration 

International trade and industrial policies: 
Government intervention and an open 
ux)rld economy. Edited by Steven J. 
Warnecke. New York; Holmes & Meier, 
1978. Pp. xi. 245. $33.25. JEL 79-0160 
This book deals with the relationship be- 
tween national industrial subsidy policies and 
international trade rules. Essentially it pro- 
vides background for the GATT (General 
Agreement on Tarifis and Trade) trade negoti- 
ations (which will, no doubt, have been con- 
cluded by the time this review is published, 
but the outcome of which will still be in need 
of ratification by Congress). 

By way of background, existing GATT rules 
prohibit export subsidies and allow the unilat- 
eral imposition of countervailing duties against 
them, provided actual or prospective ir\jury is 
proven. But in general the GATT prohibition 
of export subsidies has not been enforced. Fur- 
thermore, the United States has had a counter- 
vailing duty law since 1897, which allows such 
duties to be imposed even without proof of 
injury, and foreign governments have been 
critical of this U.S. countervailing duty policy 
(permitted for the U.S. by special exemption 
in GATT) and have wished to see it changed. 

The whole subject of subsidies and trade 
rules is a “can of worms” opened up by the 
United States in the multilateral trade negotia- 
tions. The U.S. has been concerned that subsi- 
dies may negate the efiects of tariff reductions 
and has been particularly hostile to export sub- 
sidies. It has made various proposals designed 
(a) to prohibit or discourage subsidies of all 


kinds (and not Just eiqrart subsidies) if they 
have effects on trade and (b) to allow the impo- 
sition (ff countervailing duties without proof 
of iitJury in such cases. Hie problem is that 
subsidies are hard to define. There may be no 
difficulty about a straighjtforward protective 
cash payment to a private firm. But is there 
to be a prohibition of tax concessions, of losses 
of nationalized industries, or of subsidies that 
offset some particular distortion or that are 
aimed at some legitimate social purpose? 

In one chapter, Richard Cooper reviews U.S. 
policies and practices. He describes the many 
ways in which the U.S. government helps U.S. 
exports directly or indirectly. In the most sensi- 
ble passage in the book, he queries the whole 
concern with the effects of government subsi- 
dies on trade, suggesting that we should worry 
only if the interventions are introduced sud- 
denly and impose acute adjustment costs on 
outside countries. Perhaps it needs stressing 
that, from an international trade point of view, 
subsidies are generally preferable to tariffs and 
quotas because, when given to import-compet- 
ing industries, they tend to have less anti-trade 
bias and because there are built-in limitations 
in most cases through the fiscal cost. Further- 
more, export subsidies do, after all, improve 
other countries’ terms of trade. International 
trade rules are not an end in themselves, and 
subsidies may be preferable to tariffs even 
though it is harder to make rules about them. 
It is rare that any subsidy, let alone an export 
subsidy, can really compensate for the removal 
of a substantial protective tariff. Furthermore, 
while one can conceive of a developed country 
without tariffs and quotas, an OECD world 
without implicit subsidies of some kind seems 
inconceivable, even if Milton Friedman’s nom- 
inees were in charge in every country. 

A number of papers in this book discuss pos- 
sible GA’TT rules on subsidies and ail the diffi- 
culties in this field. Others describe industrial 
subsidy policies in various countries — Britain, 
France, West Germany, the United States, and 
Japan. The editor analyzes the European Com- 
munity policy on subsidies in its member na- 
tions. The chapter by Nobuyoshi Namiki out- 
lines historically Japanese industrial policy and, 
in particular, the decline of “Japan Inc.” In 
his view the latter concept is now just a 
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“myOi.” I found thte the most interesting chap- 
ter in the book. In general, this is a useful, if 
not very profound, book, which fills a gap in 
the “GATT’ literature. 

W. M. COHDEN 

Atatmlian National University 

430 Balance of Payi4Bnts{ Intkbnational 
Finance 

A model of the US. balance of payments. By 

Peteb B. Kenen. In association with D. 

Peter Duncan and Dennis L. Warner. 

Lexington, Mass., and Toronto: Heath, Lex- 
ington Books, 1978. Pp. xxiii, 422. $25.95. 

JEL 78-1048 

This book presents a detailed model of the 
U.S. balance of payments, which is then linked 
to a model of the U.S. domestic economy. 
These models are utilized in the analysis of 
the efiects on the U.S. economy of changes in 
U.S. policies and external disturbances. In addi- 
tion, the linked model is used to evaluate alter- 
native policies for achieving internal and exter- 
nal balance. 

Earlier works have analyzed the impact on 
the balance of payments of changes in eco- 
nomic activity, prices, and interest rates in the 
United States and abroad. Compared to these, 
the present study deals more comprehensively 
with the policy issues related to an open econ- 
omy. It is an important work in which Professor 
Kenen has offered a lucid review of the latest 
works in the state-of-the-art. The book is useful 
not only to graduate students and scholars of 
econometric modeling and international eco- 
nomics but also to those interested in the theo- 
retic framework of economic policy in an inter- 
dependent world. 

Professor Kenen presents in chapter 2 his 
model of the U.S. balance of payments, along 
with the simulations that yield the responses 
of the balance of payments to exogenous 
changes in income, prices, interest rates, and 
exchange rates. The domestic model of the U.S. 
economy is presented in chapter 3 and is simu- 
lated to measure the responses of the domestic 
economy to changes in fiscal and monetary pol- 
icies. Hie balance of payments model and the 
domestic model are then merged in chapter 
4 to obtain a model of the open U.S. economy. 
The open model is analyzed initially to un- 


cover any nudor shortcomings, of which there 
are two. The first concerns the very weak re- 
sponses of the U.S. interest rates, apedaUy in 
the short term, to changes in die supply of 
unborrowed reserves. TTie second reveals the 
excessiveness of responses of domestic prices 
and import prices to fluctuations in the ex- 
change rate. To cope with the first problem, 
a rule for relating the discoimt rate to changes 
in the amount of high-powered money is intro- 
duced (p. 169). For Ae second problem, an 
alternative measure of the exchange rate is in- 
troduced and defined so that the price-influ- 
encing exchange rate is allowed to fluctuate 
within a limit of 25 percent of the actual 
changes in the exchange rate (p. 185). To take 
account of the close integration of financial 
markets, Professor Kenen introduces equa- 
tions explaining foreign interest rates in terms 
of domestic capacity utilization rates and the 
U.S. interest rates, under the assumption that 
foreign prices and foreign economic activity 
are not affected by events in the United States. 
The model described above, which Professor 
Kenen refers to as the standard version, is sub- 
sequently tested and used for analysis in the 
latter parts of the book. 

In chapter 5, the standard version of the U.S. 
model is simulated to examine how the U.S. 
domestic economy and balance of payments 
respond to changes in U.S. fiscal and monetary 
policies as well as to those in foreign activity 
and prices. It is noteworthy that although the 
model is estimated during the period of fixed 
exchange rates, the model is used to show how 
the economy would have responded^ with 
freely floating exchange rates. A series of rules 
to govern the mix of monetary and fiscal poli- 
cies to achieve both internal and external bal- 
ances is expounded in chapter 6, substantiated 
by the results of model simulation. 

After careful reading, one may agree with 
the author’s candidness about the need for im- 
provement in regard to the existing specifica- 
tions of some particular equations in the 
model. Of these, four deserve better focus, 
since the simulation results and subsequent 
analysis depend upon them. 

The first area for improvement stems from 
the fact that, while Professor Kenen intends 
to use portfolio theory to explain capital flows, 
the majority of the estimated equations follow 
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Kmielldjig cloaer to a flow theory of ci^tal 
movementi. Consequmdy, the effects of 
changes in monetary and fiscal policies on the 
capital account are somewhat overwhelmed by 
continuous-flow effects rather than stock-shift 
^ects (see Branson [1, 1974]). This point is 
micial in that these equations tend to bring 
about longer aftermath effects of monetary 
policies on capital flows than should be ex- 
pected from the asset theory of international 
ciqiital movements. The same comments can 
be made on the equations for gross fixed capital 
formation, since it depends on the level of eco- 
nomic activity rather than changes in the level 
of economic activity. 

The second area concerns the results that 
show the long-run direct effect of changes in 
the exchange rate on U.S. import prices, which 
appears too strong to be realistic (p. 16). This 
is also true of the indirect effects of the changes 
in the exchange rate, through spot commodity 
prices, upon wholesale prices, which play a 
central role in determining domestic prices. 
This suggests the need for a more thorough 
examination of the relationships between 
prices and exchange rates. 

Thirdly, the findings of the model show that 
U.S. short-term rates are not affected very 
much by the supply of highTpowered money, 
in the absence of the discount rate rule. One 
possible explanation for this may be that the 
supply of demand deposits is a residual item 
and, therefore, does not serve as a determinant 
of interest rates in conjunction with demand 
for demand deposits. It might shed more light 
on the issue if closer examination could be 
made of the monetary sector together with the 
mechanisms through which interest rates are 
determined. 

Fourth, foreign activity and prices are 
treated in the model as exogenous. Although 
making foreign activity and prices endogenous 
might have to extend the scope of this work 
considerably, it would yield the kinds of results 
one would expect by assuming that the United 
States is a small country against the backdrops 
of the entire world commodity markets. This 
may not be a first-order approximation in the 
world of growing economic interdependence. 
Efforts made by the Federal Reserve Board 
[2, Hemandez-Cata, forth.] and Project LINK 
[3, Waelbroeck, 1976] to endogenize foreign 


Brevity and prices in a systematic manner can 
be cit^ as a good illustration on this score. 

Of course, all the points elsfoorated idiove 
are but minor ones compared widt the many 
virtues of the book, which covers a variety of 
intematkmal economic pol|foy issues within the 
premises of relevant economic theory. As such, 
this study has made a significant contribution 
to the literature and truly merits a wide audi- 
ence. 

Sung Y. Kwack 

SRI International 
Washington, D.C. 
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Multinational corporations and the emerging 
world order. By LEWIS D. SOLOMON. Port 
Washington, N.Y., and London: Kennlkat 
Press, National University Publications, 
1978. Pp. 261. $16.50. JEL 79-0168 

Lewis D. Solomon has written a most useful 
survey of multinational corporations (MNC’s) 
in the present world. The book contains a suc- 
cinct quantitative description of the MNCs’ rel- 
ative importance in various parts of the globe, 
in world trade and investment flows, and it 
excels in presenting a well-balances analysis 
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of the proUemi MNC's raiie for both their host 
and home countries. 

It becomes cletir from Solomon’s evidence 
that the motivation for creating foreign subsid- 
iaries are varied, ranging from grovrth ambi- 
tions of firms, to market share preservation, 
to tax incentives and to low labor costs. Solo- 
mon is critical of the well-known “life cycle 
model, since "it fails to account for foreign di- 
rect investment by raw material or service 
firms. . . . Second, the model assumes that in- 
novations originate only in developed nations. 
'Third, not all products follow a cycle of pro- 
duction in the country of origination followed 
by exportation. . . . 'The theory . . . does not 
account for European or Japanese direct in- 
vestments in the United States” (p. 26). 

Considerable space is devoted to an exami- 
nation of the degree to which the growth of 
MNC’s has resulted in disruptions of socioeco- 
nomic equilibrium within national boundaries 
and of the efiFectiveness of national economic 
policies. They may upset countervailing bal- 
ances within countries. Their appearance 
might either increase competition, thus bene- 
fitting consumers, or “a worldwide pattern of 
concentration and product differentiation may 
be extended into a nation, reducing competi- 
tion and making more difficult the entry of 
independent, locally owned firms” (p. 53). 

’The impact on labor in both the MNCs’ 
home countries and in various host countries 
are shown to be complex. Unions in the former 
may be weakened by “the ability or the threat 
of multinational corporations to shift pro- 
duction, temporarily or permanently, from one 
country to another, the use of different plants 
in different countries to produce the same 
item, and the financial ability of global firms 
to withstand a strike” (p. 57). There are coun- 
tervailing pressures, however, which reduce 
the flexibility of firms. Thus, “a corporation de- 
siring to shift production faces a number of 
costs under local laws, such as severance pay 
requirements, and transfers of operations may 
not be possible on short notice as plants may 
not be conveniently relocated and existing 
units nray lack' sufficient excess capacity” (p. 
58). 

Solomon’s analysis of the degree to which 
MNC’s disrupt the effectiveness of national pol- 
icy instruments is also well balanced. Although 


MNC’s may increase currency instabilities, 
they are restrained by “a sensitivity to the 
charge rhat their currency transfers are a ma- 
jor cause of exchange crises, ... a desire to 
hnlanpff assets and liabilities in difiFierent cur- 
rencies so as to minimize the risk of loss, and 
... a preference for denominating assets and 
liabilities in home currencies” (p. 42). 

MNCs’ effects on less developed countries 
are thoroughly examined — transfer pricing, in- 
troduction of "wrong” technology, negative 
impact on the development of local entrepre- 
neurship, etc. Solomon feeb that the trend to- 
wards vertical integration of the production 
process in LDC’s may weaken the use of trans- 
fer pricing to remit profits in an underhanded 
way. ’Thb may be overoptimbtic in view of 
the recent attempts to diversify exports. ’These 
consisted to adarge extent of the exportation 
of semi-finished industrial products by MNC’s 
to their home countries, which increases the 
possibility for transfer pricing manipulations. 

Solomon’s discussion of the positive and neg- 
ative side of joint ventures, of “turnkey” con- 
tracts, and of untying technological packages 
is extremely lucid. The same b true for his 
analysb of technology, which is full of interest- 
ing insights. For instance, he suggests that the 
desire to diversify exports, i.e., to push manu- 
factured exports, militates against the use of 
labor-intensive techniques, since "goods pro- 
duced by means of labor-intensive technology 
may not be competitive for export purposes” 
(p. 87). 

A number of chapters are devoted to a dis- 
cussion of various proposals for the interna- 
tional regulation of MNC’s. Most have been 
faced by difficulties of international enforcibil- 
ity and of obtaining of information for regula- 
tion. 

The last part of the book consbts of a detailed 
examination of the Food and Agriculture Orga- 
nbation of the United Nation’s Industry Coop)- 
erative Program, which has promoted the in- 
volvement of agribusiness in LDC’s. The case 
studies presented provide useful insights into 
the difficulties faced in getting MNC’s to oper- 
ate in LDC’s. Solomon found that LDC’s “lack 
the knowledge and expertise to define their 
problems. Corporations still assbt recipient 
countries in defining problems and suggesting 
the sale of goods and/or services as part of a 
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donor government’s new thrust to meet basic 
social problems. A recipient nation presents 
the project to a donor, with a corporation still 
getting in on the ground floor. An initial sale 
of goods or services forms part of a corpora- 
tion’s long-term aim of selling more sophisti- 
cated goods and services” (p. 198). 'There are 
limits, however, and ’’multinational firms can- 
not provide the technology suitable for low- 
cost, small-scale village industries to produce 
the chemical, storage and preservation inputs. 
Concepts like on-the-farm water containers 
that can be turned into grain storage units will 
probably emanate from sources other than 
global films’’ (p. 204). 

My brief examples are only a small sample 
of the many topics Solomon analyzes. Among 
the many books written on the growth and 
impact of multinationals, this should rank 
among the most thorough in content and lucid 
in presentation. 

Werneh Baer 

University of Illinois 
at Urbana-Champaign 

500 Administration; Business Finance; 

Marketing; Accounting 

510 Administration 

Growth and finance of the firm: Models of firm 
behavior tested on data from Swedish indus- 
trial firms. By Goran Eriksson. Stockholm: 
Almquist and Wiksell International; New 
York: Wiley, Halsted Press; for the Industrial 
Institute for Economic and Social Research, 
1978. Pp. 176. $25.00. JEL 78-1069 

This book is the English version of a Swedish 
doctoral dissertation submitted at the Univer- 
sity of Stockholm. Unfortunately, there has 
been a long lag between the time the research 
was completed and the time of publication in 
English. The theoretic parts of the book are 
based on works of the 1960’s. The empirical 
work is also based on data from the 1960’s. 
An updating of the book before publication 
in English would have been desirable. There 
is no mention of such standard works as those 
by H. Uzawa [14, 1969], Sergei Dobrovolsky 
[3, 1971], Eugene Fama and Merton Miller [4, 
1972], and Charles Haley and Lawrence Schall 
[6, 1973], Enrique Arzac [1, 1975], as well as 


many additional artiides in econondcs and fi- 
nance journals during this period. Many of 
these cover substantially the same theoretic 
ground as does Dr. Eriksson’s book. 

The basic purpose of the book is to develop 
and test models that integrate production, in- 
vestment, and financing decisions for the firm. 
Eriksson claims that only Douglas Vickers [15, 
1968] and Stephen Tumovsky [13, 1970] have 
dealt with this issue. Actually, the Vickers’s ap- 
proach has been extended and generalized in 
an important article by Arzac [1, 1975]. In ad- 
dition, one of the basic points in the work of 
Vickers, Turnovsky, and Arzac is that all foctors 
have financial requirements not only capital 
goods. Eriksson follows the more traditional 
approach of assuming that only capital goods 
need to be financed. Thus, short-term financ- 
ing needs are ignored. Instead of following 
Vickers, Turnovsky, and Arzac, Eriksson’s 
model is based on the steady-state growth mod- 
els of Myron Cordon [5, 1962], John Lintner 
[9, 1964], and Eugene Lemer and Willard 
Carleton [8, 1966]. Although not mentioned 
by Eriksson, Uzawa [14, 1969], Lintner [10, 
1971], and James Herendeen [7, 1975] had de- 
veloped very similar models. Others dealing 
with the problem have accepted the “separa- 
tion” principle (see Fama and Miller [4, 1972, 
p. 160]), which demonstrates that with perfect 
capital markets, production and investment 
decisions are independent of financing deci- 
sions and financing decisions are irrelevant to 
the shareholder. 

The model developed by Eriksson includes 
both rising cost of financing and rising growth 
costs as determinants of the firm’s optimum 
rate of investment and maximum shareholder 
wealth. The firm’s decision variables include 
the labor-capital ratio, the leverage ratio, and 
the pay-out ratio. The firm’s current operating 
decision requires equating the marginal reve- 
nue product of labor to the wage rate. The 
firm’s investment and financing decisions re- 
quire that the firm increase leverage until mar- 
ginal debt cost is equal to the internal rate 
of return on total capital and decrease the pay- 
out ratio until the marginal discount rate (or 
marginal cost of equity) is equal to the rate 
of return on equity capital. There are problems 
with using the pay-out ratio as a decision vari- 
able. As is well known, if we ignore taxes and 



1066 Journal of Economic Literature, Vol. XVII (September 1979) 


tnniaction costs, retained earnings and new 
if n i ftfii are pn'foct substitutes and there is no 
optimum pay-out ratio. But, more important, 
the crucial decision is the rate of investment. 
Hiis reviewer would prefer to use the growth 
rate of ci^tal itself as the decision variable. 
The firm must then decide at what rate to add 
to its capital stock by equating the marginal 
return from addition^ capital to the marginal 
cost of additional fends. It would decide on 
the optimum financing mix by equating the 
marghial cost of each source of funds to the 
mar^nal retum on investment. If there are 
no new issues, once the growth rate is deter- 
mined, so is the pay-out ratio. This presumes 
that the firm fecM diminishing returns from 
additional growth and rising costs of additional 
debt and equity fends. 

In the empirical parts of the book Eriksson 
tests Ms model using a sample of 56 Swedish 
numufacturlng firms for the period 1963-70. 
These results suggest several conclusions. First, 
profitability is negatively related to the growth 
rate of sales; second, the equity discount rate 
is negatively related to pay-out ratio and posi- 
tively (but weakly) related to leverage; tMrd, 
the interest rate on debt is positively related 
to the leverage ratio. All of these results are 
consistent with the theoretical model pro- 
posed. Eriksson's results on profitability and 
growth seem too extreme. Depending on the 
model used, a one unit increase in growth leads 
to a .4 to .5 unit decrease in profitability. TMs 
may be due in part to the failure to deflate 
sales. Ihus, the growth rate overstates real 
growth. Elriksson recognizes the problem, but 
argues that no general price deflator would 
be appropriate to individual firms. 

Steady-state growth models of tMs type have 
gone out of style in the more recent finance 
and economics literature. The capital-asset 
pricing model has taken over as the dominant 
model of security valuation. This model as- 
sumes perfect capital markets; the separation 
principle is accepted and leverage and pay- 
out decisions become irrelevant. The capital- 
aswt pricing model gives a logically consistent 
theory of pricfiig in security markets. It is a 
general equilibrium model t^t concludes that 
difierences in yields between securities are due 
to differences in risk. The risk premium for 
any individual security is proportional to the 
risk premium for the market. The model has, 


in general, bemi supported by a ocaisiderable 
body of empirical research. 

Although the capital-asset pricing model 
gives us a very elegant theory oS security pric- 
ing, it tells us very little about the behavior 
of the individual firm. Such a theory can give 
little guidance to corporate financial officers 
whose decisions may be crucial to the siu^val 
and growth of the firm. What is missing is the 
recognition that investors and managers are 
separate sets of decision-makers, often moti- 
vated by different objectives and faced by dif- 
ferent sets of information. WiU managers nec- 
essarily serve shareholder interests? As Fama 
and KMer [4, 1972, p. 75] point out, this is a 
question to wMch economists have yet to pro- 
vide a completely satisfactory answer. 

To my knowledge, only Lintner flO, 1971] 
has attempted- to develop a growth model of 
the firm that takes explicit account of uncer- 
tainty. Nor, to my knowledge, has anyone fol- 
lowed the lead of Vickers, Tumovsky, and Ar- 
zac and attempted to develop a dynamic 
model that takes account of the total financial 
requirements of the firm. 

In summary, Eriksson has provided some 
empirical support for the basic postulates of 
the Gordon-Lintner type steady-state growth 
model. These results suggest that leverage and 
pay-out decisions may be important to the 
growth and valuation of the firm. They also 
support the work of Edith Penrose [12, 1959], 
Uzawa [14, 1969], Robin Marris [11, 1971], and 
William Baumol [2, 1967], wMch view rising 
cost of growth as an important determinant 
of the optimum growth rate of firms. They also 
raise questions about the validity of the "sepa- 
ration” principle. As Fama and Miller [4, 1972, 
p. 76] concede, . . once the assumption of 
perfect capital markets is abandoned so, in 
general, is the ‘separation’ ... principle. . . .” 

James B. Herendeen 
The Pennsylvania State University 
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Bank control of large corporations in the 
United States. By David M. Kotz. Berkeley 
and London: University of California Press, 
1978. Pp. xi, 217. $11.50. JEL 7&-0764 


This book is concerned with economic 
power in the United States, but it does not 
focus on any individual persmi or corporation. 
It assumes ^t the giant corporation is the cen- 
tral economic institution in modem U.S. capi- 
talism. The thesis presmtetjl is that bankers are 
the major group that controls large corpora- 
tions. 

In an unincorporated business, the owner 
supplies the capital and directs the firm’s (iter- 
ation. In the corporation the functions of capi- 
tal supplier and director of operations are di- 
vided among shareholders, bondholders, 
directors, and officers. The original legal inten- 
tion was that control over die corporation be 
held by the shareholders and exercised 
through an elected board of directors. In prac- 
tice, it is possible for someone other than the 
shareholders to control the firm. 

For several decades the view most widely 
held about who (xintrols the major nonfinancial 
corporations has been the managerial thesis. 
It holds that large corporations have passed 
through several stages, culminating in the 
“managerial corporation.” At first, the corpora- 
tion looked like its noncorporate predecessor. 
One person of small group functioned as entre- 
preneur, owning most of the stock and exerting 
managerial authority. Tlie names of some great 
entrepreneurs are familiar: e.g.. Rockefeller, 
Vanderbilt, and Carnegie. As corporations 
grew, majority control grew more difficult and 
(X>stly. It became common for an individual 
or group to hold control through a large minor- 
ity stockholding. Also some financial institu- 
tions were able to exert (xintrol through their 
role as supplier of capital to the corporation. 

By the 1920’s, the managerialists claim that 
control by the big stockholders suid bankers 
had begun to recede and real control was pass- 
ing to the corporation’s board of directors and 
senior officers. These managers owned some 
stock and were able to become self-perpetuat- 
ing and responsible only to themselves; the 
managerial corporation reached maturity and 
predominance in the post-World War II pe- 
ri(xl. 

Two developments ccmtributed to the »acea- 
dance of the managerial corporation. First, the 
death of the original entrepreneur and distri- 
bution of his wealth among several heirs who 
were interested in income not control. Second, 
large corporations generated huge profits, and 
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they could finance their growth internally 
without reaort to financial iiotitutions. The vac- 
uum left by the stockholdma and the financial 
Inatitutlons wat filled by die managers. 

Tlie widespread acceptance and influence 
of the managerial diesis are due to the impres- 
sive empirical finds of its proponents Adolf 
Berle and Gardiner Means and Robert J. Lar- 
ner. However, there is some disagreement 
among economists (Professors Robert Aaron 
Gmrdon, Carl Kaysen, John Galbraith, William 
Baumol, and Oliver Williamson) about the im- 
plicadons of the managerial corporation for 
corporate behavior and economic analysis. But 
Professors Shorey Peterson, Robert Solow, Paul 
Baran, and Paul Sweezy believe market con- 
straints, shareholder pressure, and business 
custom enforce traditional profit-maximizing 
behavior on the managerial corporation. The 
author maintains that the traditional interpre- 
tation of managerial capitalism is not very per- 
suasive and also that if unpropertied managers 
have control over large firms with significant 
market power, then departure from classical 
firm behavior is likely. 

The author further states that financial con- 
trol, so widely recognized in the early part of 
the century, remaiiu an important form of con- 
trol today. In the post-World War II period, 
bank trust department assets, the main bads 
of the power of financial institutions, have been 
growing rapidly. Owner control of nonfinan- 
cial corporations has been declining. If both 
these trends continue, financial control will be- 
come more widespread. Accordingly, most of 
the analysis in this book centers on the levers 
of power that banks and other financial institu- 
tions hold over large corporations. 

The author examines the 200 largest nonfi- 
nancial corporations during 1967-69, finding 
a substantial proportion to be controlled by 
financial institutions. He identifies four main 
groups of financial institutions, primarily based 
on historical alliances; (1) Chase group (New 
York); Chase Manhattan Bank, Chemical Bank, 
Metropolitan Life Insurance Co., Equitable 
Life Assurance Society; (2) Morgan Group 
(New York): Morgan Gu<uantee Trust; Bankers 
Trust; Prudential Life Insurance Co. (Newark); 
Morgan, Stanley & Co.; Smith, Barney & Co.; 
(3) Mellon Group: Mellon National Bank & 
Trust (Pittsburgh); First Boston Corp. (New 


York); (4) iLehinan-Coldinan, Sachs Group 
(New York): Lehman Bros.; Goldman, Sasdu fit 
Co. 

The evidence suggests that a range of rela- 
tionships exists between the controlling institu- 
tion and the controlled corporation. In some 
extreme cases, representatives of Uie financial 
insHtuHfin actively supervise the nonfinancial 
corporation on a continuing basis, e.g.. Brown 
Brothers Harrimann and the Union Pacific 
Railroad. In some cases, the financial institu- 
tion may play a relatively passive role for some 
time and intervene actively as a result of spe- 
cial problems, e.g.. Chase Manhattan Bank in- 
tervention in 1971 when the Chilean govern- 
ment expropriated Anaconda’s facilities. 

In other cases a fiiumcial institution may ex- 
ercise its power by giving advice to numage- 
ment or by voting its stock against manage- 
ment’s proposals that are submitted to the 
stockholders. A financial institution may be 
represented on the board of a non-financial 
corporation not only by an officer of the finan- 
cial institution but by a member of a corporate 
law firm associated with the financial institu- 
tion, by a retired officer, or by a personal or 
business associate of a top officer of the finan- 
cial institution. 

Financial institutions also rely on informal 
pressure. The Securities and Exchange Com- 
mission’s Institutional Investor Study Report 
states “The financial corporation may threaten 
to sell its stock in the nonfinancial corporation 
but seldom does; in fact, control based on stock- 
holdings has become the most widespread 
form of financial control” [2, 1971]. 

Proponents of the managerial thesis claim 
that management controlled corporations 
“avoid the use of external debt financing in 
order to preserve nuuiagement’s freedom of 
action . . . [and] follow the policy of retaining 
a high proportion of after-tax profits and rely- 
ing mainly on retained earnings . . . [and] de- 
preciation allowances, to meet the firm’s capi- 
tal needs” (p. 130). 

The financial control thesis holds that the 
financing of large corporations should be done 
through the use of external debt. In fact, the 
continuing growth of external debt capital has 
limited the growth of power of corporate man- 
agement. A corporation under financial control 
by a bank cannot choose freely from among 
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many lenders, but may be under pressure to 
borrow from the contrdUing bank and its allied 
financial institutions. 

The rise of financial control in the late nine- 
teenth century was closely associated with de- 
clining market competition, e.g., Morgan and 
the railroads, Morgan and steel. As recently 
as 1970, the U.S. Department of Justice took 
the position that financial control may reduce 
competition, e.g., Cleveland Trust Company 
and its relationship to Warner fic Swasey and 
three other manufacturers of automatic screw 
machinery; Chase Manhattan Bank and its con- 
trol of three airlines. Eastern, Northwest, and 
Trans World; the Morgan Group control of 
three paper manufacturing companies, 
Crown-Zellerbach, International Paper, and 
Scott paper. 

Financial control may affect vertical rela- 
tionships by "director interlocks, friendship be- 
tween executives, or the inertia of established 
practice” (p. 135), e.g., Chase Manhattan Bank 
is in control of two aircraft manufacturing com- 
panies (Boeing and United Aircraft) and three 
airlines. Regular vertical relationship may con- 
stitute a barrier to entry into a market. 

In the merger wave of 1898-1903, invest- 
ment banks played a leading role. The 1960’s 
merger movement largely involved conglom- 
erate mergers. The investment bank profits by 
finding merger partners, for providing finan- 
cial advice, and by obtaining the business of 
new subsidiaries acquired by the nonfinancial 
corporation. Investment banks were active in 
the 1960’s merger movement, e.g., IT&T and 
Lazard Freres; Ling Temco Vought and Leh- 
man-Coldman, Sachs; Avco and Lehman 
Brothers, etc. 

Commercial banks have become more im- 
portant than investment banks as sources of 
control over nonfinancial corporations and 
have been heavily involved in stimulating 
mergers, e.g.. Chase Manhattan Bank and Gulf 
and Western Industries, cited by the House 
Judiciary Committee, Investigation of Con- 
glomerate Corporation [1, 1971]. Chase bene- 
fited by having the new subsidiaries transfer 
checking accounts to Chase, deposit payroll 
and withholding taxes, and transfer pension 
and savings plans to the trust department. 
These relationships affect the rate of merger 
activity and the degree of concentration in the 


economy and degree of market competitioa. 

In most cases of financial control by a com- 
mercial bank, the basis of the bank’s power 
is the possession by the bank’s trust depart- 
ment of a large block of the corporation’s 
stocks. The bank has an interest in the corpora- 
tion maximizing its profit, just as does a stock- 
holder. The bank may also be a creditor to 
the nonfinancial corporation and in this case, 
the bank would prefer cautious, conservative 
policies that yield long-run profit maximiza- 
tion. 'These goals are still consistent with 
owner-controlled corporations. “A manager 
under financial control who decided to balance 
the interests of stockholders, employees, con- 
sumers, and the general public — Kaysen’s 
‘soulful corporation’ — would . . . soon be look- 
ing for a new job, in some line of work where 
‘soulfiilness’ is more highly regarded” (p. 144). 

Few doubt that the leading corporations ex- 
ercise significant political power on both the 
state and federal level. The Chase group con- 
trols over 10 percent of the 200 largest nonfi- 
nancial institutions; the three leading groups 
based in New York (Chase, Morgan, and Leh- 
man-Goldman, Sachs) control 20 percent of the 
top 200 corporations. By adding the Mellon 
group, the two banks in Cleveland and Chi- 
cago, there results control of 28 percent of the 
top 200 corporations. 

These groups can determine and influence 
the allocation of capital over a significant part 
of the economy; can affect cities and towns 
by plant shutdowns and new location decisions; 
can affect the production of consumer prod- 
ucts; can affect the balance of payments by 
buying and investment decisions; and can in- 
fluence labor p>olicies, introduction of new ma- 
chinery, etc. (p. 146). 

Questions about political divisions can be 
traced to contention between financial groups. 
'The conservative wing of the Republican party 
has been associated with midwestem financial 
interests, the moderate wing of the Republican 
Party with the Rockefeller interests, and some 
New York Jewish investment banks with the 
liberal wing of the Democratic party. 

In the nineteenth century few would have 
questioned the proposition that the ultimate 
power of decision-making over business firms 
was held by those who invested capital in 
them. As business firms grew larger and be- 
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&uae more complex, the capitalist had to enlist 
a glowing army of experts to help run the firm. 
Business and engineering schools trained this 
new stratum of managers. 

The managerial thesis implies that a basic 
change in capitalism has taken place; that the 
new managerial social stratum, born to serve 
the capitalists, have effectively expropriated 
them. 

The financial control thesis runs counter to 
this view; the managerial stratum remains 
what it was created to be, servants of the capi- 
talists, although well-paid and infiuential ser- 
vants. The basis of economic power is not ex- 
pertise, but ownership and control over 
abstract capital. Ultimate power resides with 
the bankers, who are the imyor stockholders 
and creditors of the modem large corporation. 
It is still a plutocracy. The managerial stratum 
has not expropriated the capitalists. Rather a 
few of the capitalists have expropriated much 
of the remainder of their class and other clases 
as well (p. 149). 

The book is a revision of a doctoral disserta- 
tion in Economics presented at the University 
of California, Berkeley, 1975. It is an excellent 
scholarly work containing over 430 well-docu- 
mented footnotes. The bibliography is exten- 
sive, including the books and articles of leading 
economists in the fields of industrial organiza- 
tion and regulation, as well as the reports of 
government agencies and committees, and ju- 
dicial decisions. The book is well written in 
clear, concise style. It contains many thought- 
provoldng passages and indicates areas still to 
be explored by future researchers. The book 
impinges on several disciplines — anthropol- 
ogy, accounting, banking, history, law, and eco- 
nomics. The book deserves a place in the li- 
brary of anyone who is interested in the 
structure of economic power in modem capi- 
talism. 

Esther R. Taus 

Lehman College 

City University of New York 
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620 Economics of TBchnological Chancb 
Scientific progress: A philosophical essay on 
the economics of research in natural science. 
By Nicholas Rescher. Pittsburgh: Univer- 
sity of Pittsburgh Press; Oxford; Basil Black- 
weU, 1978. Pp. viii, 278. $18.95. 

JEL 79-0193 

This important book considers the future of 
research in the natural sciences. The book be- 
gins with a consideration of the background 
of modem natural science and discusses the 
way in which knowledge has appeared to grow 
exponentially, until in the midst of the twenti- 
eth century there was a general opinion that 
there were no limits to the possibility of further 
discoveries in natural science. Newton had 
written that he felt like a small boy picking 
up pebbles on a beach when he contrasted his 
knowledge with the almost limitless ocean of 
ignorance, and it followed that even an army 
of small boys picking up pebbles could make 
very little discernible difference to the size of 
the ocean. On the other hand, there has been 
a steady undercurrent of a suggestion that in 
fact there are diminishing returns in some 
sense in further expenditure on the natural 
sciences and that these diminishing returns are 
due to the inherent problems of knowledge, 
that is to say, the interaction of mind with the 
phenomena that are being observed. In other 
words, the limitation on the development of 
knowledge is not the finite quality of nature; 
it is rather that the development of knowledge 
has in fact become a more difiScult process than 
it once was. 

There is a substantial amount of evidence 
from those who have studied the economics 
of research and technology that investigation 
of physical phenomena has become substan- 
tially more expensive as the twentieth century 
has worn on, and there is no great evidence 
that the rate of discovery or the profundity 
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of tile character of tiie discoveries has in- 
creased proportimiately with die rates of ex- 
penditure on cost. Hiis is partly because the 
kinds of science now b^ng most successfully 
pursued, notably in the eqiloration of space, 
in physics, and to a considerable degree the 
work in microbiology, require exceptionally 
expensive equipment and considerable num- 
bers of highly trained personnel. It follows 
therefore that unless there were some princi- 
ple that the rate of discovery was directly pro- 
portioiute to the amount of effort that was ex- 
pended on the process of discovery, the 
relationship between cost and outcome would 
deteriorate. 

Rescher argues that the quality of scientific 
findings is also declining relative to the major 
breakthroughs that have taken place in the 
past. Rescher does not argue that science is 
“an inherently finite and self-terminating en- 
terprise”; what he argues is'that the principles 
of science require increasing expenditure on 
the exporiuiental method as at present used 
and that there is no reason to suppose that 
there would be an increase in outcomes. 

Furthermore, there is the fundamental rela- 
tionship between the development of science 
on the one side and the development of hard- 
ware or technology on the other. There is no 
reaUy significant point in doing a great deal 
of science if the findings have no technological 
applications because the work then becomes 
a series of mathematical expressions on paper 
with no positive practical means of testing 
their reality. Therefore a further additional 
limitation on scientific discovery is the fact that 
technological iimovation in many areas has 
now become extraordinarily expensive and 
very difficult. As Rescher says: 

Our theory thus has it that, as science progresses, 

the realization of new substantial findings re- 
quires that the available data-productive capac- 
ity must be increased massively. (Pp. 172-73.) 

The evidence is overwhelming that many 
m^or experiments now being conducted on 
a regular basis depend upon recent, very ex- 
pensive technological advance. It therefore fol- 
lows that if technological advance is slowing 
down or, possibly as well, technological ad- 
vance is becoming increasingly more expen- 
sive, this will itself slow down the rate of scien- 


tific innovation. Examines of this range fnnn 
telescopes to the enormous number oS «peri- 
mental animals now required for testing bio- 
logical theories, compared with the simple 
telescopes of tmly a century ago and die fhiit 
flies, whfoh were the normal basis of many bio- 
logical experiments until quite recent times. 

Rescher points out that much research is not 
truly pioneering but re-confirming discoveries 
already made and that it is work on the fron- 
tiers of knowledge that is particularly expen- 
sive. Thus the fact that some technology and 
some ideas appear to have become cheaper 
in recent times — ^for example, mini-computers 
and microprocessors — does not weigh against 
his fundamental hypothesis. Rescher postulates 
a Law of Logarithmic Returns in scientific re- 
search, which implies a deceleration in the rate 
of scientific discovery, at least in the present 
generation. 

Rescher concludes his book with a foscinat- 
ing chapter on the implications and non-impli- 
cations of a deceleration of science. The argu- 
ment is that a deceleration in scientific 
progress will cause a slowing down in the rate 
of technological progress, and he thinks that 
the consequence of this may well be a decreas- 
ing willingness on the part of public bodies 
to spend money, particularly on big science. 

It is important to emphasise that Rescher 
himself is not opposed to the hope of progress, 
and this brilliant book is written in a scintillat- 
ing spirit of realism and hope. 

Lord Vaizey 

Brunei University 
London 

630 Industry Studies 

Disaster insurance protection; Public policy 
lessons. By Howard Kunreuther; with 
Ralph Ginsberg et al. New York: Chichester, 
England; Brisbane and Toronto: Wiley, Wi- 
ley-lnterscience, 1978. Pp. xxv, 400. $20.95. 

JEL 78-0786 

The book has a foreword by Kenneth Arrow, 
who states that the “study is path breaking in 
opening up a new field of inquiry." This evalua- 
tion may be on the generous side, but the first 
Federal Insurance Administrator, George 
Bernstein does not exaggerate in his introduc- 
tion when he calls the book "a most gratifying 
and valuable document.” 
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The book ii esHmtially a report on a large 
lami^e survey of homeowners’ attitudes to- 
ward insurance against damage caused by 
earthquakes, flooding, and hurricanes. As such 
it is not very difierent from the market studies 
that insurance companies or their trade associ- 
ations have carried out in different countries — 
usually for less dramatic forms of insurance. 
The sample consists of 2055 homeowners and 
is not unusually large. The questionaire that 
was used in the interviews does however con- 
tain 228 questions and goes far deeper than 
any market survey. 

The statistical analysis of the large set of data 
is necessarily elaborate. As a first step the au- 
thor and his associates utilize the whole sample 
to develop a series of contingency tables to 
isolate the variables that may be significant in 
disciminating between insured and uninsured 
homeowners. Then 75 percent of the sample 
is used to develop regression equations indicat- 
ing the relative importance of the variables. 
Through a process “balanced repeated replica- 
tion,” the study participants determine which 
of the variables are statistically significant and 
re-estimate the coefficients. ’The outcome is a 
set of relations giving the probability that an 
arbitrary homeowner has insurance, as a func- 
tion of age, income, education, marital status, 
and other variables. As a test this model is then 
used to make predictions for the remaining 
25 percent of the sample, and the results seem 
very satisfactory. The model can give estimates 
of the probabilities outside the range 0 to 1, 
and the author also carries out a series of logit- 
analyses, i.e., derive regression equations for 
log/* - log (1 - F). 

It is evident that the author has made special 
efforts to give an intuitive, nontechnical pres- 
entation, but it is not easy to follow his analysis 
and interpret his t-values and cfii-squares. "This 
is however not a serious objection, since the 
results of the study are about what one would 
expect. It appears that most homeowners have 
only vague ideas about the hazards to which 
they are exposed, the possibilities of covering 
the risks by insurance, or if in fact they are 
covered. Similar results have turned up in 
many insurance studies. Usually one finds that 
most people have inadequate coverage, but 
one will also nearly always find some who 
clearly are over-insured. 


The author notes that few people seem to 
buy insurance protection against natural disas- 
ters, even when it is offered at subsidized rates. 
On the other hand the some peo{fle, through 
their elected representatives, are willing to 
give generous relief out of public fends to those 
who are hit by disaster. There seems to be a 
contradiction here, and the explanation must 
probably be sought, as the author indicates, 
in slow diffusion of information and in the ordi- 
nary homeowner's ability to process informa- 
tion that is available. It is however surprising 
that professionals as banks and other credit in- 
stitutions do not demand that property that 
is offered as collateral for loans should be com- 
pletely insured. 

The book is weU written and edited, but with 
many participants in the study, Kunreuther has 
obviously had difficulties in hamonizing the dif- 
ferent contributions. Expected utility is intro- 
duced in chapter 3 in a really misleading way. 
The concept is introduced again, and ade- 
quately, in chapter 5 when the relevance to 
insurance is discussed. The meaning of the con- 
cept is made really clear in chapter 7, which 
describes two laboratory experiments with stu- 
dents at the University of Oregon. The stu- 
dents were asked to bet on drawings from urns 
and to choose between risks they would have 
taken if they were farmers. The experiments 
were well designed and interpreted as insur- 
ance decisions, but their relevance in the book 
is debatable. 

The author stresses repeatedly that the study 
was concerned with rare events. I am not cer- 
tain if this really is the point. Flooding and 
hurricanes seem to have higher probabilities 
than many events that are covered by insur- 
ance almost as a routine. The problem is more 
likely to be one of "moral hazard.” Few people 
buy insurance against natural disaster because 
they believe that relief will be forthcoming, 
almost with certainty, if the catastrophe should 
occur. 

TTie study was carried out in the United 
States, and the discussion goes back to 1916 
when earthquake insurance became generally 
available in California. The problem is of 
course older, and insurance against natural dis- 
asters has existed for a long time in Europe 
and Japan, the classical example being insur- 
ance against damage caused by avalanches in 
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the A^. A book reviewiiig exclusively the 
American experience is of course interorting, 
but it would have been more valuable if the 
study had taken a slightly broader view. When 
the participants formulated recommendations 
for public policy, they might have added a brief 
survey of how similar problems have been 
tackled in other countries. The solutions found 
may not be completely satisfactory, but they 
represent carefol consideration and extensive 
research, and are worth studying. A reader 
might have been interested in learning that 
insurance against damage caused by natural 
forces is compulsory in Switzerland, as is resi- 
dential fire insurance in most of the cantons. 
Apparently a Swiss banker can safely assume 
that real estate offered as collateral is ade- 
quately insured. 

Karl Borch 

Norwegian School of Economics 
and Business Administration 
Bergen 

700 Agriculture: Natural Resources 
710 Agriculture 

Primary commodity prices: Analysis and fore- 
casting. Edited by W. Driehuis. ‘s Craven- 
hage, Holland; Rotterdam University Press, 
1976. Pp. X, 346. Dfl. 74,90. JEL 78-0194 
The papers collected in this volume were 
done as part of the activities of a Working 
Group on Commodity Prices made up of repre- 
sentatives from five European research insti- 
tutes. Judging from the editor’s introduction, 
the focus of the group’s effort was a biannual 
short-term forecasting exercise. The interest 
in forecasting required some attention to the 
broad features of the commodity markets, 
touched on issues of international commodity 
policy, and lead the group to go-gingerly-into 
econometric modeling of particular commod- 
ity markets. This mixture of concerns is re- 
flected in the volume’s organization. The ten 
research papers fall into two broad groups, one 
consisting of four papers on various “general 
aspects” of the conunodity markets and a sec- 
ond including six papers that deal directly with 
forecasting of commodity prices. 

The first section of the volume opens with 
an essay (by A. Naini) on the mgjor issues of 


international commodity pdicy. This paper is 
now somewhat outdated and, at a few points, 
slips from explanation and analysis to advo- 
cacy. The remaining papers in the section deal 
with some of die factual issues that come up 
in debates on commodity ^)olicy. H. E. Chin 
and D> Perthel compare various commodity 
prices indexes and very briefly note their impli- 
cations for fluctuations in commodity prices. 
This is followed by a discussion of the history 
of international commodity agreements (by M. 
Hoffineyer) and a paper by A. N. R. Schwartz 
and W. Driehuis that uses a simulation model 
to explore such questions as the effects of in- 
creases in commodity prices on various magni- 
tudes (e.g., revenue) of interest to importing 
and exporting nations. 

The second set of papers is, in effect, a sam- 
pler of methods for forecasting commodity 
prices. This section begins with a report (by 
G. F. Ray), on an effort to use a survey of expert 
opinion as a means of forecasting short-term 
movements in commodity prices. Starting in 
1969, the National Institute of Economic and 
Social Research (London) annually asked indi- 
viduals involved in the commodity trades to 
provide their forecasts of changes in commod- 
ity prices six and twelve months in the future. 
Ray’s paper characterizes the accuracy of the 
experts’ forecasts for the three years 1970-72, 
which, not surprisingly, was reasonably good. 

The remaining papers in this section use for- 
mal, as opposed to judgemental, forecasting 
methods. W. C. Labys presents a comparison 
of forecasts computed using seven alternative 
autoregressive schemes to represent the for- 
mation of price expectations. 'The object of this 
exercise is to provide evidence on the accuracy 
of simple forecasting methods, which, in com- 
parison to optimal time-series forecasts, would 
be cheap enough to use routinely in large num- 
bers of cases. While Labys avoids so bald a con- 
clusion, his results suggest that simple autore- 
gressive schemes are not likely to be 
satisfactory. Finally, the volume contains re- 
ports of four econometric models of commod- 
ity markets — sugar (T. Tewes), beef (R. 
Schmidt), the EEC steel market (J. C. van 
Beeck), and rubber (H. Kolbe and H. J. Timm). 
The rubber model is too rudimentary to be 
of interest, but the other papers contain results 
that would be of use to those concerned with 
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modding tbe induftries ooiuidered. However, 
none of the four modeb *re— or pretend to 
be— 4nnovatlve. 

The contenti of the hitter part of the volume 
dearly invites a comparison of the merits of 
alternative forecasting methods. The compari- 
son, however, is not provided, and so the 
rea^r is left to draw his own conclusions. 
Moreover, the implidt comparisons in the vol- 
ume are apt to leave devotees of econometric 
models unhappy. The four models (which were 
constructed several years ago) do not come up 
to what would now be regarded as best prac- 
tice. Furthermore, only one of the papers pres- 
ents a forecast, and two of them blur the dis- 
tinction between historical simulations and 
forecasts. In general, these four papers give 
a reasonable impression of some of the rnsjor 
problems that come up in constructing an eco- 
nometric model of a commodity market, but 
not a good indication of how these problems 
are resolved or what econometric models of 
a commodity markets can do. 

The editor’s introduction attempts to bring 
the papers that deal directly with forecasting 
and those on “general aspects” of the commod- 
ity markets under the umbrella of a broad view 
of forecasting. On this point, the key assertion 
is that commodity prices, while significant to 
both firms and governments, are largely be- 
yond their control. If so, policy makers in gov- 
ernment and business are in the position of 
simply reacting to events in the commodity 
markets. Good forecasts of conunodity prices 
then assume an obvious importance, and a pru- 
dent forecaster will pay attention to the struc- 
ture of the commodity markets and develop- 
ments of those markets. In fact, however, the 
premise is weak and, as several of the papers 
in the volume recognize, the leading policy 
issue associated with commodities is precisely 
whether governments should in some way in- 
tervene in commodity markets or modify the 
effects of commodity prices fluctuations on 
trading nations (e.g., through compensatory fi- 
nancing). Modeling efforts can be, and often 
are, used to address such questions. In particu- 
lar, econometric models are used to do fore- 
casts and/or an analyris of costs and benefits 
or impacts for a range of policy options. Unfor- 
tunately, neither the editor’s introduction nor 
the individual papers note this point. As a re^ 


suit, some of the most important roles of econo- 
metric modeling efforts are overlooked, and 
the two parts of die book remain two parts— 
one on “general aspects” of commodities and 
a second concerned with commodity price 
forecasting. 

'The papers in the volume seem to be de- 
signed to give the uninitiated and not techni- 
cally inclined reader some notion of what is 
involved in analysis of the commodity markets 
and forecasting of commodity prices. As the 
papers are uneven in quality, and the coverage 
of the volume incomplete, that purpose is only 
partially satisfied. 

David McNicol 

Treasury Department 

Washington, D.C. 


800 Manpower; Labon Population 

Labor in the twentieth century. Edited by 
John T. Dunlop and Walter Galenson. 
Studies in Labor Economics. New York and 
London: Harcourt Brace Jovanovich, Aca- 
demic Press, 1978. Pp. viii, 329. $19.50. 

JEL 79-0528 

This is an account, by a number of well- 
known writers of labor developments since the 
beginning of this century in five highly devel- 
oped countries — the United States (Walter Gal- 
enson and Robert S. Smith), Great Britain 
(A. W, J. Thomson and L. C. Hunter), the Fed- 
eral Republic of Germany (Hans GOnter and 
Gerhard Leminsky), France (Francois Sellier), 
and Japan (Taishiro Shirai and Haruo Shimada). 
An introductory chapter by John T. Dunlop 
draws together comparatively the essential 
features of the experiences of these countries. 

The studies have a format that facilitates in- 
tercountry comparisons of the topics cov- 
ered — the size and composition of the labor 
force, trade unionism and its various character- 
istics including its political role, employers’ as- 
sociations, legislation on labor and welfare mat- 
ters, collective bargaining and arbitration, 
wages, prices and working conditions, incomes 
policies, strikes, and finallly the future outlook 
on certain industrial relations issues. The 
weight given to these different topics varies 
from country to country depending on their 
relative ngnificance and the availability of sta- 
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data. In this connection, tiie chapter 
cm France is somewhat patchy in its run of 
statistics. The studies are pitched at a nontech- 
nical level Facts and statistics are analyzed 
in a way capable of being easily understood 
by the general reader. 

By far the longest chapter (partly because 
it is repetitive) is on Japan, which has in addi- 
tion to a detailed statistical and factual azudysis 
of the topics noted above, a valuable discussion 
of the unique features of Japanese industrial 
relations: life-long emplo)anent, length-of- 
service system of reward, and enterprise 
unionism. The view popularized by certain for- 
eign writers that these features are a manifes- 
tation of the continuing influence of ancient 
feudal social and cultural values in industrial 
relations is politely but firmly rejected in favor 
of the thesis that the seemingly paternalistic 
system arose from the requirements of rapid 
economic development. From the employers’ 
point of view, the economic rationale of these 
features has diminished in recent years, but 
its continuance is being pressed, for reasons 
of employment security and egalitarianism, by 
the unions whose militancy has abo tended to 
be understated by foreign writers. 

Despite historical, political, economic, and 
cultural differences between the five countries, 
they share a number of important changes 
since the early part of this century — the nu- 
merical dominance of employees in the labor 
force, the relative shift of the labor force from 
agriculture to mzmufacturing and services, the 
growth of the public sector, the increased par- 
ticipation of women in the labor force, the in- 
crease in real earnings and welfare provision 
and the reduction in hours of work, the shift 
in a lifetime from work to education and lei- 
sure, the firm hold of unionism in industrial 
relations, the development of collective bar- 
gaining, the increasing role of the “method of 
legal enactment” in industrial relations and, 
more recently, the emergence of incomes pol- 
icy arrangements to deal with chronic infla- 
tionary pressures. 

Writing about the magnitude of some of 
these changes, Dunlop points out that they are 
“without an historical parallel, and such 
changes do not seem likely to be repeated on 
the scale of this century" (p. 2). The distinctive 
arrangements of ctfllective bargaining draws 


the warning that “there is a sorious danger 
in using the term ‘collective bargaining* to en- 
compass such disparate structures unless die 
differences are fully recognized" (p. 7). 

The sections dealing with the future are 
short and necessarily tenta^ve, but dwy em- 
phasize the common problem^ of growth slow- 
down, inflation, and unemployment: on the 
last, especially among young persons, women 
and the unskilled, as well as over-supply of cer- 
tain types of skill. These problems will test not 
only the economic and political policies of gov- 
ernments but also the flexibility of the indus- 
trial relations systems. On the last point Dim- 
lop is optimistic: “It would be surprising if they 
did not continue to be in the main pragmatic 
and tractable” (p. 10). 

This book should find a wide international 
readership among students and general read- 
ers of comparative labor relations. It is written 
in clear and readable style throughout, it is 
well organized and reasonably comprehensive, 
and it will not date for some years. The histori- 
cal perspective, which is a special feature of 
these studies, will allow future developments 
to be readily assimilated by readers of this book 
with the advantage of a balanced understand- 
ing of those developments. The book has a par- 
ticular virtue as a text for university courses 
because apart from the excellent, but necessar- 
ily brief, comparative siunmary by Dunlop, 
each chapter deals almost entirely with the 
problems of one country. The task of drawing 
comparisons and differences between coun- 
tries and accounting for them will be a stimu- 
lating one for the student. 

Joseph E. Isaac 
Australian Conciliation and 
Arbitration Commission, Melbourne 

820 Laboh Mareets; Public Policy 
Unemployment insurance: Global evidence of 
its effects on unemployment: Proceedings of 
an international conference held in Vancou- 
ver. Edited by Herbert G. Grubel and 
Michael A. Walker. Vancouver: Fraser In- 
stitute, 1978. Pp. ix, 388. $12.95. 

JEL 78-1152 

This volume records the proceedings of a 
1976 conference on the effects of unemploy- 
ment insurance (UI) programs on the unem- 
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{doyment rate. In the introductory paper, Gru- 
bel and Walker define the concept of moral 
hazard and relate it to Ul-induced unemploy- 
ment. Following the approach of Grubel and 
DenniB R. Maid (whose earlier paper is re- 
jninted in an appendix to the conference vol- 
ume), a model is developed in which the total 
unemployment rate (UR) is determined by the 
amounts of structural (SU), seasonal (TU), cycli- 
cal (CU), and induced (769 unemployment (see 
equation 1). 

UR = g(SU. TU. CU. lU) (1) 

Structural unemployment is assumed to re- 
main constant over the relevant interval, and 
the use of annual data in the empirical studies 
allows seasonal unemployment to be ignored. 
Since the effects of minimum wage legislation 
and general welfare programs presumably are 
disregarded, the focus of the model is on esti- 
mating the impact on UR of lU attributable 
to the unemployment insurance program 
(once appropriate control variables for CU are 
included). The model is specified empirically 
as: 

UR = h(UIB/A WW; X) where (2) 

UIB/A lyW is the ratio of UI benefits to average 
weekly wages — the variable designed to reflect 
the magnitude of UI support — and A’ is a vector 
of variables that reflects the determinants of 
CU {e.g.. real GNP). This model, as modified 
to suit the circumstances of particular coun- 
tries, provides the basis for most of the econo- 
metric evidence presented in the volume. 

Modifications of the basic model include (1) 
the addition of variables to account for the in- 
fluence of discretionary bureaucratic behavior 
related to the enforcement of UI eligibility re- 
quirements; (2) the inclusion of labor force par- 
ticipation rate variables and adjustments to 
correct for simultaneous equations bias be- 
tween these rates and UR; (3) adjustments to 
correct for simultaneous equations bias in the 
relationship between UIB/AWW waA C/R, and 
(4) additional control variables to capture the 
influence of drcumstances (e.g.. migration) 
that could importantly influence URia particu- 
lar countries. 

In part one Ronald G. Bodkin and Andr^ 
Coumoyer review a number of papers 
prompted by the liberalization of UI benefits 


in riatinda in 1971, and Daniel S. Hamermesh 
summarizes the results of several studies of UI- 
induced unemployment in the United States. 
Most of the studies considered used a simulta- 
neous equation model of the type described 
above and were tested with macro data. Bod- 
kin and Coumoyer conclude that liberalization 
of the UI program in Canada added about one 
percentage point to the total unemployment 
rate in 1972, and perhaps greater amounts 
thereafter. The studies reviewed by Hamer- 
mesh also supported the Ul-induced unem- 
ployment hypothesis, but he is quite critical 
of these estimates because they are based on 
aggregate data. It is argued that these types 
of studies lack an appropriate theoretical basis 
because the micro-oriented, search-theoretic 
models are not directly linked to the macro 
estimates produced by the analysis of aggre- 
gate time-series data. Hamermesh reviews a 
number of other studies based on micro data 
sets and concludes that the mean duration of 
individual unemployment spells is increased 
approximately one-half week for each 10 per- 
cent rise in the UI benefits /wage ratio. This 
estimate is combined with others related to 
UI effects on labor force participation and the 
frequency of unemployment to produce an es- 
timate that the availability of UI benefits in- 
creased the measured rate of unemployment 
in the United States by .71 percentage ptoints 
in 1969. 

Part two contains country-specific estimates 
of the amount of unemployment induced by 
the UI programs in New Zealand, Sweden, Bel- 
gium, Ireland, France, Germany, and Italy; the 
econometric evidence for aU but one of these 
countries (Italy) is based on a modified form 
of equation (2) above. An especially useful fea- 
ture of these papers is the detail they provide 
on the background and structure of the UI pro- 
grams in these countries. The econometric 
evidence does not strongly support the Ul-in- 
duced unemployment hypothesis. The coeffi- 
cients estimated for the UI variables are not 
statistically significant in the studies of New 
Zealand and Sweden, and the study of the Bel- 
gium experience yields statistically significant 
coefficients for the UI variables for men but 
not for women (a surprising result). Severe data 
problems characterize the study of the French 
experience, and the authors of the German 
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study themselves expressed limited confidence 
in dieir estimates. Using a somewhat (Merent 
metiiod, the autiiors of the Italian study con- 
cluded that the UI program does not tend to 
increase the unemployment rate (although 
some inefficiencies in the structure of Italian 
industry may result). 

The historical studies provided in part three 
focus on unemployment induced by the British 
Poor Laws in the nineteenth century and the 
Ul system as it operated during the interwar 
period. Both studies conclude that the exis- 
tence of these programs contributed to higher 
unemployment rates. Also included in part 
three is a paper designed to test the Ul-in- 
duced unemployment hypothesis on the basis 
of pooled data drawn from 16 countries over 
a five-year period. The econometric evidence, 
though consistent with the hypothesis, is sus- 
pect because of numerous data and model 
specification problems. 

Formal comments and the highlights of in- 
formal group discussions about each paper also 
are recorded in the conference volume. These 
exchanges provide useful conunentary on is- 
sues related to the use of micro vs. macro data 
sets, aggregation problems, and appropriate 
model specification. These discussions consti- 
tute an important dimension of the conference 
volume, and may contribute to the develop- 
ment of more meaningful evidence related to 
the Ul-induced unemployment hypothesis. 

Jerry L. Kingston 
Arizona State University 
Tempe 

The Kenya employment problem: An analysis 
of the modem sector labour market: A study 
prepared for the International Labour Office 
within the framework of the World Employ- 
ment Programme, with financial support 
from the United Nations Fund for Popula- 
tion Activities and the International Devel- 
opment Research Centre. By Henry Rempel 
AND WiLUAM J. House. Oxford; Nairobi and 
New York: Oxford University Press, 1978. 
Pp. xiii, 193. $21.50. JEL 7»-0235 

This book is a useful eclectic sequel to an 
ILO Report [3, 1972] and constitutes the con- 
tinuation of ILO’s activities in the field of em- 
ployment that began with the launching of the 
ILO World Employment Programme in 1969. 


The point of departiu« for the research design 
used by Rempd and House is David Mora- 
wetz’s [4, 1974, pp. 528-29] idoitification of 
the three schools of thought about policy ap- 
proaches relevant for the promotion of mass 
employment in LDC’s, nan|^y "the price in- 
centive school, the interventionists aitd tite 
radical reformists” (p. 3). Using this overall 
framework for analysis, the study retjects (not 
unexpectedly!) for policy purposes, quite ex- 
plicitly, the approach associated with the 
“price incentive school” as well as (perhaps 
implicitly) the one associated with the “radical 
reformists.” One of its mgjor conclusions is that 
“at a minimum, the policy formulations of the 
‘interventionists’ school will have to be consid- 
ered” (p. 180). 

Given the data constraints discussed in chap- 
ter 1, relatively greater reliance is placed on 
cross-section rather than time-series analysis, 
and the authors demonstrate quite admirably 
the possibilities that can be explored given the 
limited statistical base. Moreover, a high de- 
gree of objectivity and caution permeates the 
interpretations of the results of the quantita- 
tive methods employed. 

An analysis of the relevant variables carried 
out in chapter 2 shows that at the aggregate 
level, not only has the rate of growth of Kenya’s 
labor force exceeded the rate of growth of em- 
ployment in the modem sector (a disparity by 
no means unique to Kenya!) but that “there 
is not much here to suggest [that] the rapidly 
growing labour supply has exerted significant 
downward pressure on wage levels” (p. 24). 
It is the latter conclusion that provides the basis 
for much of the analysis in the pages that fol- 
low. 

In order to analyze further the observed fail- 
ure of the forces of supply and demand within 
the modem sector labor market to exert a 
downward pressure on the prevailing wage- 
level, chapter 3 examines the extent of labor 
market segmentation in Kenya at the urban 
as well as the district levels. The authors make 
an adjustment for the differences in the “indus- 
trial mix” and the “occupational mix” at the 
regional level by applying the wage normaliza- 
tion technique suggested by Edward F. Deni- 
son [1, 1957] in his critique of the approach 
used by Fraiik A. Hanna [2, 1957]. 'The results 
show that (i) the regional disparities in wages 
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ptid even for a relatively homogeneous occu- 
pational category as unskilled workers are 
ri gniitramr, (g) the extent of labor market seg- 
mentation is greater at the level of 34 adminis- 
trative districts compared to die 10 urban cen- 
ters, and (hi) competitive forces have not been 
al:^ to narrow down the intra-occupational in- 
terdistrict wage differentials. 

Since competitive forces fail to influence the 
wage-level in the expected direction, the au- 
thors incorporate in chapter 4 a discussion of 
the possible determinants of the prevailing 
wage structure in Kenya. Subject to the appro- 
priate caveats, some suggested institutional 
factors are: (i) a wage structure inherited from 
the colonial ora, (ii) the influence of the govern- 
ment as a wage leader because of its role as 
a nu^or employer as well as the promulgator 
of minimum wage regulations, (iii) the role of 
organized labor, and (iv) the wage policies of 
a few dominant firms, employing a highly capi- 
tal-intensive technology and enjoying a privi- 
leged product market position. 

Empirical tests to determine the role of com- 
petitive forces and the tentative hypotheses 
suggested in chapter 4 in the context of the 
manufacturing sector are described in chapter 
5. The principal findings are; (i) wages have 
not responded to changes in the supply of labor 
as one would expect if competitive forces were 
to operate effectively in Kenya; (ii) the trade 
unions may have exercised some influence in 
the outcome of the negotiated wages in the 
modem sector, but “the degree of unionisation 
is not able to explain interfirm unskilled 
wages” (p. 113); and (iii) the public enterprises 
are not wage leaders in the employment of 
unskilled labor. The three institutional factors 
that do influence the wage-level in an ascend- 
ing order of relative importance are: (i) mini- 
mum wage laws set by the government, (ii) 
the wage structure inherited from the colonial 
era, and (iii) fbreign-owned firms enjoying con- 
siderable market power. These firms are will- 
ing to pay a wage exceeding the supply price 
of labor because of its impact on labor pro- 
ductivity; such behavior is, therefore, consis- 
tent with the objective of profit maximization. 

"Given the thesis that emerges from the 
study— wages in a subset of firms in the mod- 
em sector are determinative for the whole 


econmny” (p. 9), the authors have presented 
in chapter 6 an outline of the negative conse- 
quences of such institutional arrangements 
from the standpoint of economic developmeid:. 
“especially if the firms are foreign-controUed 
and operating primarily within an import-sub- 
stitution framework” (pp. 173-74). The major 
adverse effects have been spelled out in terms 
of (i) interfirm and intersectoral relationships, 
(ii) the disposal of domestic savings, and (iii) 
the impact on the level of “human aspirations 
and work effort” of workers who do not belong 
to the elitist segment of the labor force. In 
its own way, not only does the discussion reflect 
the simple fact that the tricks of development 
are not all that easy (modifying a little, W. W. 
Rostow’s famous statement [5, 1960, p. 166]), 
but it illustrates at the same time the pervasive 
conflict between growth and distribution. 

The final chapter presents a “Summary and 
Conclusions,” and the book includes a very 
helpful bibliography of the relevant literature. 
It is a book that can be readily recommended 
for courses dealing with dual economies in gen- 
eral and African economies in particular. 

Manhar Vyas 

Professor of Economics 
University of Pittsburgh 
at Greensburg 
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830 Trade Unioks; CoujccnvE Babcainino; 

LaboR'Manacembnt Relations 

A worker in a worker’s state. By MiKLbs 
Haraszti. Translated by Michael 
Wright. Foreword by Heinrich BOll. 
New York: Universe Books, [1975] 1978. Pp. 
175. $7.95. JEL 79-0540 

This is a sensitive book about the sociology 
of work in a tractor factory near Budapest. The 
author transcends the traditional limitations of 
his genre and, as Heinrich Boll notes in his 
introduction, creates an almost lyrical work. 
This could be accomplished only by an author 
whose solidarity with the proletariat is as in- 
tense as Haraszti’s. Throughout this introspec- 
tive drama, the reader can vividly picture the 
author by his milling machines, no doubt 
greasy, nervous, and exhausted, earning a sub- 
sistence wage. 

The piece rate system is at the core of the 
workers’ dissatisfaction and is the means by 
which the author holds that they are exploited 
and dehumanized. Calculated at a minimal 
hourly wage, the rate is unattainable by work- 
ing at the prescribed level of safety and desired 
quality of goods. In order to earn an acceptable 
wage the workers are forced to compromise 
the quality of the products and endanger their 
health by "looting”— operating the machines 
at a faster than prescribed speed. Since most 
of the workers are operating two machines si- 
multaneously, the faster than optimal pace cre- 
ates tension. Haraszti’s description of this pro- 
cess is memorable (p. 47); 

The accelerated pace brings on an extreme state 
of nerves. My eyes are transfixed by the hail 
of sparks; my whole body strains towards the 
lever; sometimes I can't bear the tension any 
longer and pull too soon. The machine trembles 
and shrieks. The excessive stress on die material 
induces ominous knockings and vibrations. 
Their crescendo induces in me cramps and 
waves of guilt and fear. My torpid concentration 
collapses. 

1 concentrate on one machine. 'The other . . . 
comes to the end of its operation; the milling 


disc hits against harder material and breaks, 
making an infernal din. The broken milling 
teeth shoot past my head like bullets. 1 stop both 
machines, My inner trembling gets die better 
of my hands. 

Is it not ironic, comments the authm, that the 
"man who creates wealth is t^qipelled to work 
in a way which destroys the quality of that 
which he produces, and his own health as 
well.” In short, Marx’s call for the humaniza- 
tion of working conditions appears to have 
been compromised by his foUowers. 

llie tension of work under the piece rate 
system creates an immense schism between 
the workers and the management, but it does 
not create a cohesive sense of identity among 
the laborers themselves. Comradery is non-ex- 
istent. TTie only concern one worker has for 
the other is “Jealous suspicion” that someone 
is getting better jobs. The relationship be- 
tween the ordinary workers and those who are 
not on a piece rate is even more explicitly de- 
generate. The milling instructor who initiates 
Haraszti into the factory etiquette is less inter- 
ested in transfering knowledge to the appren- 
tice than in producing a few extra finished 
pieces to supplement his fixed renuraeration. 
The setteers whose task is to help in adjusting 
the machines on the more complex runs are 
also on a fixed hourly rate. The absence of a 
pecuniary incentive to aid the piece-rate work- 
ers’ efficiently renders their presence of little 
value. “Do not ask for help; it will only hinder 
you,” is rumored, but Haraszti has to learn the 
hard way. 

The foreman is callous and cares little for 
the well being of his subordinates. He even 
foils to mention the availability of supplemen- 
tary wages on some extra difficult jobs. In fact, 
the foreman is more powerful than his capital- 
ist counterpart because the union representa- 
tive is a mere strawman and because he has 
been delegated responsibilities that affect the 
workers’ life outside the foctory. ’They “write 
character reports ... for any arm of the state 
which requests them” in case the worker peti- 
tions for further training or requests a passport. 
When the foreman denied Haraszti a day off, 
even consulting the union contract, itself an 
extraordinary act, did not help. 

The authoritative organization of the factory 
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l 0 «dt to a rigid looial stratificaticm. According 
to the author, “everyone who is not a worker 
has the institutionalized possibility to humiliate 
the workers.” TTie clerk does not earn more 
than the workers. Yet because she is in a posi- 
tion of power to dispense favors she is high 
handed. She would never ask a worker for a 
convenient time to discuss a problem in calcu- 
lating the pay. “Instead she tells me when I 
must come and sends me away if it turns out 
to be” inconvenient for her. The worker must 
defer to the foreman or the head foreman as 
a serf of past centuries might have approached 
his landlord. “A forgotten thank you can cost 
one dearly” in the future. 

The worker is totally alienated from his sur- 
roundings. He derives satisfaction neither from 
his work or his association with the people with 
whom he works. In order to attenuate their 
frustration and indulge themselves in a few 
moments of creativity the workers make gad- 
gets for their own use. The passion for making 
these "homers” is widespread, even though the 
opportunity cost is substantial and the trinkets 
are seldom useful. 

The alienation gives rise to a distinct vocabu- 
lary. By "them” the workers mean whoever 
is above, far away socially, “outside the power 
of whoever is speaking.” One old timer de- 
fined it when pressed as “the union, the com- 
pany, the whole damn lot,” Dropping “they” 
or “them” for “we” or “us” is the first sign 
that the individual has upwardly mobile aspira- 
tions. 

The alienation, the social stratification, and 
the inadequate pay are characteristics of this 
factory that bring to the reader’s mind Engels’s 
description of the condition of the English 
working class in 1844. Even the safety stan- 
dards are comparable. A request for safety 
glasses, asserts Haraszti, would have been per- 
ceived as being tantamount to sabotage. 

The author’s description invites the conclu- 
sion that in the absence of a competetive and 
well-functioning labor market an independent 
union is needed to protect and advocate the 
rights and interest of the working class. With- 
out such instihitionai safeguards the people 
who govern in the name of the proletariat do 
so only rhetorically. After all, “complex argu- 
ments about who owns the means of pro- 
duction,” suggests Haraszti, “are empty tsJk" 


A partial transcript of the trial of this socialist 
dissident is appended. 

The book migdit be used to advantage in a 
variety of courses, such as comparative eco- 
nomic systems, labor relations, labor problems, 
industrial organization, and industrial sociol- 
ogy. 

John Komlos 

Aurora College 
Illinois 

840 Dbmochaphic Economics 
Population decline in Europe: Implications of 
a declining or stationary population: Pro- 
ceedings of a seminar held by the Council 
of Europe, Strasbourg, 6-10 September 1976, 
New York: St. Martin’s Press, 1978. Pp. x, 
254. $35.0a JEL 79-0242 

’This book is a set of papers about the implica- 
tions of the current fertility rates in Western 
European countries. ’This book was prepared 
for a Council of Europe Seminar in 1976 and 
is intended largely for bureaucrats rather than 
economists. It contains many soimd statements 
about particulars. But its overall thrust is im- 
portantly wrong, in this reviewer’s judgment. 

The papers are as follows; “Preface,” Eugene 
Grebenik; “The Demographic Background,” 
Pierre Guilmot; “The Working Population,” 
Hilde Wander; “Economic Growth,” Denis 
Maillat; “The Family,” Max Wingen; “Wel- 
fare,” David Eversley; “The Influence of Gov- 
ernments,” Paolo De Sandre; “Migration and 
Redistribution,” Mario Sica; “The Control of 
Fertility Trends,” G6rard Calot and Jacqueline 
Hecht; “Illusions about Attitudes,” John Si- 
mons; “Towards a Population Policy for West- 
ern Europe,” Dirk J. van de Kaa; “A Review 
of the Prospects,” Guillaume Wunsch. 

’The most useful elements of the book for 
this reviewer are; (1) The analysis of surveys 
of attitudes about fertility, by John Simons, 
presents a variety of datal^t constitute a con- 
vincing criticism of die conclusions drawn 
from such surveys. He suggests that at the pres- 
ent state of the art, little can be learned from 
such surveys that is helpful for policy-making 
purposes. (2) Eversley’s review of the possible 
efiPects of low fertility on education, housing, 
and social services raises a variety of interest- 
ing and subtle issues that are seldom men- 
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ti<me<i, ifever. Most of these effects are poteii' 
Hal i»x>blems of windfaUs, which the economy 
and society may or may not dissolve away by 
economic and political forces. To show Aeir 
validity and importance convincingly would 
require empirical testing rather than arithme- 
tic speculation, however. (3) Useful data on 
tren^ in working and dependent proportions 
of the populations of the various Western Euro- 
pean populations are given in the articles by 
Guilmot and Wander. 

Much of the book is discussion without sup- 
porting data of one or another consequence, 
taken by itself, of declining fertility. As a vehi- 
cle for educating bureaucrats, the book may 
have its uses. But viewed in relation to the 
existing literature, the book does not advance 
our knowledge. Its themes have mostly been 
stated many times, perhaps best by William 
Reddaway in his Economics of a Declining 
Population, [1, 1939]. 

The book begins with the propositions that 
“our planet” is finite and that population 
gro^vth cannot continue indefinitely. (Please 
notice that though these propositions are ap- 
parently obviously true, they are really unex- 
plained and unproven, neither testable nor 
provable as commonly stated; they are best 
regarded as intuitions or prejudices.) The book 
concludes that low or zero population growth 
will not afiFect economic growth and that the 
resulting demand effects would not be impor- 
tant in the short run, though there would be 
longer-run effects on construction and health 
services. And it questions whether savings 
would be affected by a decline in population 
growth. The effect of age structure on pro- 
ductivity is also said to be unimportant. 

The main effects of slower population 
growth that the book suggests would occur are 
improvements in the per-person supplies of 
housing, education, environmental facilities, 
and social services. It does foresee some distri- 
butional problems that may ofifet these ex- 
pected positive effects, however. 

A dangerous shortcoming of the book is that 
while the discussion may be correct in some 
of the partial analyses of the elements it takes 
up, the overall analysis of the economic effect 
of declining population is entirely wrong, in 
my judgment. (The reader is hereby warned 
that the argument to come is a minority view. 


but I believe it to have strong empirical and 
theoretical support, as discussed at length in 
Simon [2, 1977, Chs. 4-6].) 

The immediate effect of an additional birth 
is some community cost for schooling and odier 
child services, but this cost is not large by any 
measure; the parents pay for most of the child’s 
support, and by choice. 

In the intermediate run, there is a negative 
capital-dilution effect when the additional per- 
son enters the labor force, thereby lowering 
the incomes of others. But the negative capital- 
dilution effect is substantially offset by the 
transfer payments from the additional worker 
to already-retired persons. 

In the longer nm, the immediate and inter- 
mediate-run effects are dwarfed by the posi- 
tive effect of the additional person on pro- 
ductivity increase. Some of this increase in 
productivity comes from conventional econo- 
mies of scale. But the larger part apparently 
arises from the nexus of more human beings 
to think up better ways of doing things, and 
bigger markets and larger total output to in- 
duce both R&D and spontaneous learning by 
doing. On any of a variety of assumptions, an 
additional person’s net impact on the incomes 
of others begins to be positive within one or 
a few decades of his or her entrance into the 
labor force. If one takes into account this all- 
important effect of people on productivity, a 
lower birth rate today has clear negative impli- 
cations for the incomes of future cohorts of 
people. 

A dollar of costs today must, of course, be 
weighted differently than a dollar of benefits 
thirty years from now. Hence the discount fac- 
tor is crucial in deciding whether a lower birth 
rate now is good or bad, on balance. But when 
we choose a discount factor, it might be appro- 
priate to remember that we today are the ben- 
eficiaries of long-ago social investments in 
children that would not have been made if 
the future had then been discounted heavily. 
Some measure of unselfishness should impel 
us, too, to use a generously-low discount in our 
assessments of the present value of the addi- 
tional child that will, on average, mean imme- 
diate subtractions from, but much larger long- 
run contributions to, the incomes of others. 

Julian L. Simon 

University of Illinois, Urbana 



1082 Journal of Economic Literature, Vol. XVII (September 1979) 


References 

1. BmDAVfAY,\ViuJAUB. Economics o/a de- 
clining population. New York: Macmillan, 
1939. 

2. Simon, JuuanL. The Economics of popula- 
tion growth. Princeton, N.J.: Princeton Uni- 
versity Press, 1977. 

Facing zero population growth: Reactions and 
interpretations, past and present. By JOSEPH 
J. Spencleh. Studies in Social and Economic 
Demography. EXurham, N.C.: Duke Univer- 
sity Press, 1978. Pp. xiv, 288. $18.75. 

JEL 7&-0247 

This is vintage Spengler; a further look at 
some of the fundamental economic, social, and 
demographic trends and issues he has been 
concerned with for more than 40 years. But 
not a “summing-up" or a restatement; a new 
and completely fresh treatment of the impact 
on social and economic institutions of changing 
rates of population growth, and also of human 
reactions and responses to these interactions. 

We can do no better for a summary than 
to quote from the introduction; 

This study is concerned with modem man’s re- 
action to limits to economic growth and to popu- 
lation growth under diverse conditions, with his 
assessment of the economic implications of ces- 
sation of population growth, and with problems 
associated with adjusting economies to cessation 
of population growth. For purposes of analysis 
of these implications much use is made of Ameri- 
can data and of probable concomitants of cessa- 
tion of growth of the United States population. 
The findings may be applicable, of course, to 
other countries. 

In view of the likelihood that populations of ad- 
vanced countries will become roughly stable at 
rates of gro\vth in the neighborhood of zero, 
the first four of the ten chapters constituting 
this study are devoted to the historical and idea- 
tioiud setting of the present state of demo- 
graphic afiairs. The concepts and preconditions 
of stationariness of populations and economies 
are described in the first chapter. In the second 
chapter it is shown how conditions affecting de- 
numd for population have undergone mtgor 
changes in the course of man's history. In the 
next two chapters reactions to the slowing of 
population growth in the course of the past cen- 
tury are reviewed, and the threat of depopula- 
tion is touched upon. 


Chapters V-Vll deal with the geneais of the age 
structures associated with stifole populations ex- 
periencing little or no growBi or decreasing. The 
coming into being of such age structures pre- 
sents problems that have been accentuated by 
modem and usually institutionalized concep- 
tions of adulthood, together with the presence 
of a relatively large number of persons over 65. 
Major attention is focused on adjustments essen- 
tial to rational economic accommodation to pop- 
ulation aging, lest poverty and unemployment 
comes in the wake of a marked increase in die 
relative number of persons over (say) 55. 

Chapter VIII is devoted to interaction between 
population growth and economic growth. In 
Chapters IX and X economic problem areas sen- 
sitive to the state of population growth are exam- 
ined along with international implications of ces- 
sation of population growth in the present 
world. 

Chapters II through IV actually constitute 
a fascinating history of economic ideas about 
the population question in the neoclassical pe- 
riod. His review of the interwar population de- 
bates — Keynes vs. Beveridge, the Stagnation 
Theses of Hansen, and others — ^is concise but 
revealing. These chapters are a very solid con- 
tribution to the history of population thought. 
In this section, as throughout the book, the 
main interest is in the theoretical response to 
the prospect of declining population growth. 
Chapters VI through IX constitute judicious 
summaries by the author of recent research 
on the interaction between declining popula- 
tion growth and the economic prospect. 
Changes in the age-structure are the key de- 
mographic element seen as affecting the labor 
fbrce/population ratio, savings /investment, 
output growth and composition, and vertical 
and horizontal economic mobility in the sys- 
tem. 

In his concluding chapter and an Epilogue, 
Professor Spengler reaches essmatially opti- 
mist, positive conclusi(MU about the likely 
shape of the economy that will be produced 
by a zero-growth ^;sdid»«8e distribution popu- 
lation situation. But his optimism rests upon 
the belief that American institutions and poli- 
cies are capable of flexibility and of reasonable 
speedy responses to new problems as they 
emerge. “Coping with the problems of a sta- 
tionary population may thus be said to depmid 
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ulttaiately upon Hie adaptability of an econo* 
my’s mechaniams adjustment to the mainte* 
nance of adequate flexibility, together with the 
flow of information respecting wants method 
of production and price behavior” (p. 185). 

He does express some concern over particu* 
lar issues — such as illegal immigration to the 
United States from the bottomless demo- 
graphic well of Mexico— but still ends on a con- 
fident note that “trained common sense" can 
solve most problems. One can but admire Pro- 
fessor Spengler’s optimism, even if one cannot 
share it. 

Overall then. Professor Spengler's book is 
a survey and summary of the economic impli- 
cations of zero population growth, past and 
present theoretical views thereupon, and fu- 
tme real prospects for the United States. Spen- 
gler summarizes, interprets, and freely inserts 
his own opinions and views which, to this re- 
viewer, are welcome. This book (and its 30 
page bibliography) are an excellent place for 
anyone interested in this topic to begin their 
reading. 

Warren C. Robinson 
Pennsylvania State University 

900 Welfare Programs; Consumer 
Economics; Urban and Regional 
Economics 

920 Consumer Economics 
Consumer behavior in Latin America: Income 
and spending of families in ten Andean cit- 
ies. By Phiup Musgrove. An ECIEL Study. 
Washington, D.C.: Brookings Institution, 
1978. Pp. xxiii, 365. $16.95. JEL 79-0272 
This is a careful statistical analysis of the data 
obtained by ECIEL Program of Joint Studies 
on Latin American Economic Integration 
through household budget surveys conducted 
in ten cities of five Andean countries between 
1966 and 1969. 

The micro approach to problems such as con- 
sumption and saving, which constitute the es- 
sence of Musgrove ’s book, is a valuable comple- 
ment to the macro approach to such problems. 
This is so sometimes because of the deficiency 
of aggregated data and always because it is 
possible to view those problems from different 
angles. Moreovm', without disaggregated in- 


formation it is not possible to deal with such 
other problems as those relating to the distri- 
bution of personal income, on which Musgrove 
also focuses. 

Even admitting that an occasional survey 
conducted in just a few cities-Hui some cases 
only one — of countries studied may not be 
very representative, ECIEL’s contribution can 
be, and 1 think is, extremely important. It 
should be borne in mind in this connection 
that in Chile, for example, as late as 1970 the 
demographic census did not include questions 
relating to income (see OAS [2, 1977]). 

The ECIEL data served as a basis not only 
for the book I am reviewing, but for other stud- 
ies as well, some of them also written or co- 
written by Musgrove. A list of these studies 
appears in a bibliographic note included in 
chapter I, which also contains an explanation, 
elatorated on in Appendix A, of the procedure 
followed in preparing the statistical informa- 
tion. 

Chapter 2 is devoted to an analysis of the 
distribution and composition of income. This 
analysis is based almost exclusively on cross- 
classifications of some measure of income and 
several population characteristics. Since such 
characteristics are numerous, the analysis be- 
comes heavy. The weight is lightened consid- 
erably thanks to the regressions included at 
the end of the chapter, with the aim of explain- 
ing income as a function of some “determi- 
nants,” the most important of which is educa- 
tion. In these regressions, as in many others 
throughout the book, some variables are used 
in qualitative form even when it is possible 
to express them quantitatively (for example, 
education, age, size of household) in order to 
allow the relation involved to take a piece-wise 
linear form rather than force it to behave ac- 
cording to a predetermined pattern. 

As regards the degree of concentration of 
income, the author finds small, but statistically 
significant, differences among the ten cities. 
On this point, an analysis of the causes of this 
concentration is lacking — an analysis that 
would have permitted conclusions more con- 
crete than those appearing in the book (on 
page 236). For the United States, analyses of 
this kind were made in the 1960’s (see A. Al- 
Samarrie and H. P. Miller [1, 1967] and A. Rol- 
d&a [3, 1964]). 
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The disciMiion of chapter 3 on the use of 
income for consumption and saving is excel- 
lent. The author approaches the problem by 
using, first, average propensities to consume; 
next, both consumption and saving functions; 
and, lastly, by breaking down total saving into 
asset categories. The independent variables 
used to estimate the consumption and saving 
functions are income — whether current, nor- 
mal, permanent, or residual — and a few popu- 
lation characteristics. According to the specifi- 
cation of the functions, the parameters 
estimated are propensities or elasticities. 
Among the results of the study, the following 
merit special mention: (1) average saving in 
the ten cities does not exceed 5 percent; (2) 
the bvilk of saving is effected in the form of 
durable goods — acquisition of which is boosted 
by inflation — and housing; (3) saving of other 
types, especially financial saving, is limited to 
very few households in the high income brack- 
ets; (4) the elasticity of consumption with re- 
spect to permanent income is greater than that 
with respect to current income but less than 
one except at both extremes of the income 
scale. 

In chapters 4, 5, and 6 the author discusses 
the distribution of the household budget, 
among categories of consumption, as a function 
of characteristics of the population or the sam- 
ple. The major part of the discussion in chap- 
ters 4 and 5 compares the shares of the budget 
corresponding to expenditure categories with 
the population or sample characteristics re- 
ferred to, using tables of double entry — includ- 
ing 40 that appear in Appendix C. The author 
uses a few regressions to explain the differ- 
ences in budget structures between pairs of 
cities, principally as a function of differences 
in income. 

One of the sample features used in the dis- 
cussion of chapter 4 is the trimester of the sur- 
vey, and based on it the author draws conclu- 
sions on seasonal behavior. Since in this part 
the analysis is made on the basis of mean ex- 
penditure shares for each city, there is only 
one observation per trimester, which does not 
support the conclusions referred to. 

Chapter 5 contains information on markets 
that is very useful to national planners and pri- 
vate investors, particularly if this information 
is combined with that on income distribution 


and with estimates of economic and demo- 
graphic growth. The author arrives at an iden- 
tification of the households, classified by in- 
come quartiles, which make up the market for 
given goods and services; he liao estimates ex- 
penditure per person, which varies with the 
size of the household, on food, housing, and 
cirithing . Musgrove devotes some paragraphs 
to an examination of the efiect of the number 
of children on variables such as per ciq>ita in- 
come and the composition of the diet. 

In chapter 6 the author presents Engel 
curves estimated on the theoretical and meth- 
odological bases explained in Appendix B. 
Since the best statistical fits correspond to the 
double-log model, this is the specification most 
frequently used, though on some occasions the 
linear specification is also used. The indepen- 
dent variable^ of the functions are total con- 
sumption (in a variation of the linear model, 
income is used instead of total consumption) 
and the population characteristics employed 
in the an^ysis of the preceding chapters. 

Within the double-log specification, the sum 
of the partial expenditures is not equal to total 
expenditures except at the point of means and 
that only approximately. The author justifies 
this deficiency of the model by adducing (p. 
283) that strict satisfaction of the equality im- 
plies that all elasticities must be unitary and 
that the global sum of the exponents of e (in- 
cluding the coefficients of the qualitative vari- 
ables) must be equal to one, an implausible 
condition indeed. It should be taken into ac- 
count, however, that this condition is sufficient 
but not necessary, so that more plausible condi- 
tions could be found to satisfy the equality at 
any level of income. 

In chapter 7, besides the salient results of 
his study, the author suggests possible applica- 
tions of it and avenues for further research 
based on the ECIEL data, of which he has 
made a very profitable use. 

Alfredo RoldAn 

IMF Institute 

In^mational Monetary Fund 

Washington, D.C 
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000 General Economics; Theory; 
History; Systems 

010 Gemerai. Econokocs 

Albrecht, William P., Jr. Economics. Second edi- 
tion. Englewood Cliffii, N.J.: Prentice-Hall, [1974] 
1979. Pp. xvi, 751. $16.95. JEL 79-0S93 

Revised and updated introductory text [see JEL 
no. 74-0932 for previous annotation]. Includes 
seven new chapters and stresses, more than the 
first edition, a general equilibrium approach to 
economic analysis and policy by focusing on 
energy, international economics, the role of gov- 
ernment, and efficiency and equity. In six parts. 
Includes two conunentaries applying concepts at 
the conclusion of each chapter. The author is at 
the University of Iowa. Glossary; index. 

Albrecht, William P., Jr. Macroeconomic princi- 
ples. Englewood ClifBs, N.J.; Prentice-Hall, 1979. 
Pp. ix, 406. $9.95, paper. JEL 79-0594 

Undergraduate macroeconomics textbook. Top- 
ics covered include; the market system; national 
accounts; business cycles; employment; equilib- 
rium; fiscal policy; prices, money, and banking; 
stagflation; growth; development; and interna- 
tional trade and exchange. Provides commentaries 
highlighting applications of material presented. 
The author is Associate Professor of Elconomics 
at the University of Iowa. Index. 

Ayres, Robert U. Uncertain futures; Challenges for 
decision-makers. New York; Chichester; Brisbane 
and Toronto: Wiley, Wiley-Interscience, 1979. Pp. 
xviii, 429. $19.95. JEL 79-0595 

A futurist book— evaluates current qualitative 
and quantitative trends in global demographics, 
economics, and technology and their possible im- 
plications for the future, from the perspective of 
a broad spectrum of fields. Attempts “to achieve 


a useful amalgamation of the specialist's knowl- 
edge and the generalist’s sense of balance and per- 
spective.’’ After briefly discussing methodological 
issues in forecasting and the pro-growth/anti- 
growth debate, the author turns to measures of 
man, of the environment, and the scenarios. 
Among the measures of man, he discusses; values, 
demographic characteristics, energy and food con- 
sumption, the role of human institutions in realiz- 
ing technological possibilities; the environmental 
measures refer to the degradation or exhaustion 
of natural resources. Devotes final chapter to three 
possible future scenarios; a world energy crisis in 
the mid-1980’s; a world food crisis in the 1980’s; 
and U.S. withdrawal into isolationism, uncon- 
trolled nuclear proliferation throughout the world, 
and political /economic crisis in the U.S.S.R. Ar- 
gues that the "motive power of civilization . . . 
is derived largely from the resolution of conflicts 
between societal goals’’ and that the next 50 years 
will be the ’’declining decades of the age of democ- 
racy . . . because of its inability to cope ... in a 
world in which there are no longer easy solutions 
where 'everyone can win’.’’ The author is Profes- 
sor of Engineering and Public Policy at Camegie- 
Mellon University. Index. 

Bouldinc, Kenneth E. Ecodynamics: A new theory 
of societal evolution. Beverly Hills and London; 
Sage, 1978. Pp. 368. $15.00. JEL 79-0596 

Contends that evolution itself evolves — that the 
evolutionary process is a “process in the increase 
of knowledge or the information structure” of the 
universe. A major thesis is that organisms possess 
“know-how,” involving the structure’s ability to 
instruct. Know-how extends to elements of the so- 
cietal system, such as organizations, and to the 
physical-chemical system (“in a certain sense, he- 
lium 'knows how’ to have two electrons”), as well 
as to the biological system (genetic). Sees the pat- 
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tMn of human devdopment as an extension, en- 
largement, and acceleration of Ute pattern of bio- 
logical development, through mutation and selec- 
tion. Focusing on human history and die patterns 
in it, the author discusses the pattern of the uni- 
verse; physical, population, and ecdogical dynam- 
ics; biological and societal evolution; "the threat 
system” (weapons); exchange as a social organizer; 
the integrative system; an evolutionary interpreta- 
tion of history; power in society; dialectics and evo- 
lution; evaluative change; limits; religion and eth- 
ics; and predictions of the future. The author is 
Distinguished Prcrfessor of Economics, University 
of Colorado; Director of the Program of Research 
on General Social and Economic Dynamics in the 
University's Institute of Behavioral Science; and 
(as of 1978) President-Elect of the American Asso- 
ciation for the Advancement of Science. Bibliogra- 
phy; index. 

FUCTCHER, Max E. Economics and social problems. 
Boston and London: Houghton MifiUn, 1979. Pp. 
xlii, 494. $10.95, paper. JEL 79-0597 

Introductory textbook designed for use in a one- 
semester or one-quarter course in economics for 
non-majors. Introduces the economic way of think- 
ing; the major economic problems; the rudiments 
of macroeconomic and microeconomic theory; 
specific problems such as inequality and education, 
race, sex, energy, environment, health care, and 
urban decay; the world economy and developing 
nations; the question of government regulation; 
and Marxism and the Soviet system. Following 
each chapter is a summary, a listing of important 
terms, questions, and suggested readings. Instruc- 
tor's manual available. The author teaches at the 
University of Idaho. Index. 

Gappert, Gary. Post-ajgluent America: The social 
economy of the future. New York and London; 
Franklin Watts, New Viewpoints, 1979. Pp. xiii, 
242. $12.95, cloth; $6.95, paper. /££, 79-0598 
Outlines the transition toward and the probable 
economic and social characteristics of America's 
anticipated "steady-state" society and slow growth 
economy during the next 50 years. Argues that 
the future problems are not economic in the 
Keynesian sense, but are “social and personal in 
nature.” Part one outlines the issues around Amer- 
ica's economic future; part two reviews policy con- 
cerns apd options, stressing job redesign and work 
satisfaction; pwt three, entitled “Roadmaps to the 
Future,” presmts social development options for 
the individual and for the economy. The author. 
Assistant Commissioner of Education for the Divi- 
sion of Research, Planning, and Education for the 
State Department of Education in New Jersey, ar- 


gues that “with the growing entan^ements of run- 
away regulation, the federal government should 
reduce and improve its regulation, expand its plan- 
ning, and provide incentives to social and eco- 
nomic experimentation.'' Index. 

Gershuny, Jonathan. After industrial society? The 
emerging self-service economy. Atlantic Hi^^- 
lands, NJ.; Humanities Press, 1978. Pp. viii, 181. 
$15.75, cloth; $6.50, paper. JEL 79-0599 

Critical evaluation of the "forecast of a liberal 
and humane future” given in four popular ac- 
counts by Ralf Dahrendorf {The New Liberty, 
1975), Daniel Bell (The Coming of Post-Industrial 
Society, 1974), E. F. Schumacher (Small is Beauti- 
ful, 1973), and J. K. Galbraith (Economics and the 
Public Purpose, 1974), and the author's own view 
about the future. Citing consumption data for the 
United Kingdom over the last 20 years, suggests 
a pattern “from services to goods, or possibly from 
capital investment in manufacturing industry to 
capital investment in the home . . . best summa- 
rised not as the ‘service economy,' but as the ‘self- 
seWice' economy." Based on the continuing trend 
of increased demiond for material goods, sees “a 
future in which an educated elite minority is em- 
ployed in intrinsically rewarding technical tasks 
connected with . . . production, and the majority 
is employed only in the undemanding manipula- 
tion of automated machinery . . . but starved of 
rewarding occupation.” Questions whether this 
situation is inevitable, and argues that society 
might take advantage of efficient production to 
improve quality of work and leisure in the informal 
sector (household, recreation, etc.) as on alterna- 
tive to employment in the formal sector. The au- 
thor is a Fellow of the Science Policy Research 
Unit, University of Sussex. Index. 

Hazutt, Henry. Economics in one lessotr. Third 
edition. New Rochelle, N.Y.: Arlington House, 
[1946, 1962] 1979. Pp. 218, $8.95. 

JEL 79-0600 

Maintains that “the art of economics consists in 
looking not merely at the immediate but at the 
longer effects of any act or policy; it consists in 
tracing the consequences of that policy not merely 
for one group but for all groups.” Lesson then illus- 
trated by discussions of 24, mostly American, situa- 
tions, including public works, spread-the-work 
schemes, full employment, the price system, price- 
fixing by the government, profits, inflation, and 
others. This edition includes up-to-date teclmical 
and statiatical material, revisions, and a new final 
chapter on the lesson after thirty years, in which 
the author concludes that the problem we fisce 
today is not economic, but poliUoal, ie, gov- 
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eninient fatterventlan into dw free nuurket system. 
Hie audior is an economic Journalist. Index. 

James. Elijah M. Macrotconomict: Basic concepts, 
guastions and answers. Toronto and London: But- 
terworths, 1979. Pp. 124. $6.50, paper. 

JEL TB-OBOl 

An introductory text covering all msior areas 
of macroeconomics except for long-term economic 
growth. An appendix provides essay questions and 
answers. Companion volume to the Microeconom- 
ics: Basic Concepts, Questions and Answers [see 
JEL no. 79-0602.] The author teaches at Concordia 
University and Dawson College, Montreal. Glos- 
sary; no index. 

Jambs, Elijah M. Microeconomics: Basic concepts, 
questions and answers. Toronto and London; But- 
terworths, 1979. Pp. 99. $6.50, paper. 

JEL 79-0602 

Introductory text and companion volume to 
Macroeconomics: Basic Concepts, Questions and 
Answers [see JEL no. 79-0601.] Covers the 
usual microeconomic topics, as well as touching 
upon poverty, pollution, and discrimination. The 
appendix offers essay questions and answers. The 
author teaches economics at Concordia University 
and Dawson College in Montreal. Glossary; no in- 
dex. 

Jacobson, Willard J. Population education: A 
knowledge base. New York: Columbia University, 
Teachers College Press, 1979. Pp. xviii, 267. 
$12.95. JEL 79-0603 

Background information drawn from mathe- 
matics, philosophy, the humanities, and several 
natural and social sciences on population problems 
and practical suggestions for teaching. Designed 
for teachers of science and social studies at middle 
and junior high school levels. Topics covered in- 
clude: changes in population; regulation; families; 
populations and space; and population and envi- 
ronments, resources, values, and education. The 
author is Codirector, Population Education Proj- 
ect, Teachers College, Columbia University. Com- 
bined glossary/ index. 

Kahn, Herman. World economic development: 
1979 and beyond. With the Hudson Institute. 
Boulder; Westview Press (cloth); New York: Mor- 
row (paper); 1979. Pp. xxi, 519. $20.00, cloth; 
$7.95, paper. JEL 79-0604 

Examines economic prospects focusing on the 
period 1978-^iO(X), and particularly the earlier part 
of the period. In two parts, part one presents the 
general historical framework, concepts, and per- 
spectives on economic growth and cultural 


diange. Part two examines die nudor tr«ndt and 
problems of “die real world," focusing on the ele- 
ments of change and continuity in both the ad- 
vanced and developing economies. Rejects at- 
tempts by tome to “stop the world" and argues 
for and suggests strategies for “rapid woridwide 
economic growth, for Hiirdi World industrializa- 
tion, and for the use of advanced (or at least appro- 
priate) technology.” Part of the Hudson Institute 
series on “The Prospects for Mankind.” The author 
is Founder, Director, and Chairman of the Hudson 
Institute. Index. 

Lipsey, Richard G. and Steiner, Peter O. Ma- 
CToecortomics. Fifth edition. New York and Lon- 
don; Harper and Row, 1979. Pp. xiv, 513. Paper. 

JEL 79-0605 

Paperback edition of chapters 1-5 and 26-45 
of the fifth edition of the authors’ Economics [see 
JEL no. 78-0614]. 

Lipsey, Richard G. and Steiner, Peter O. Mi- 
croeconomics. Fifth edition. New York and Lon- 
don: Harper and Row, 1979. Pp. xiv, 512. Paper. 

JEL 79-0606 

Paperback edition of chapters 1-25 of the fifth 
edition of the authors’ Economics [see JEL. no. 

78- 0614]. 

Miller, Rckier LeRoy. Economics today. Third 
edition. New York and London; Harper and Row, 
[1973, 1976) 1979. Pp. xvii, 747. $16.95. 

JEL 79-0607 

Introductory text. This edition includes new 
chapters on: the price systems; the circular flow; 
U.S. growth; rent, interest, and profits; general 
equilibrium; conservation; and history and prob- 
lems of international trade. Chapters now include, 
in addition to chapter sununaries as before, chap- 
ter previews, concepts in brief sections, study 
questions, and problems (with answers). Individual 
micro and macro editions and individual study 
guides, written by Lee C. Specter and Ronald L. 
Cutadean [see JEL no. 79-0612] available. [See 
JEL no. 76-061 1 for annotation of second edition.) 
The author is Professor of Economics, University 
of Miami. Name index, index of glossary terms, 
and subject index. 

Miller, Roger LeRoy. Economics today: The ma- 
cro view. Third edition. New York and London: 
Harper and Row, 1979. Pp. xiv, 418. $9.95, paper. 

JEL 79-0608 

Relevant introductory and macroeconomic ma- 
terial from Miller’s Economics Today. [See /EL no. 

79- 0607\ Name index, index of glossary terms, 
and subject index. 
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Muxmt,aocmL^»ov. today: 

vltw-TbisA edition. New York end London: H«r- 
per end Bow. 1979. Pp. *iv, 434. $9.95. peper. 

JEL 79-0609 

Belevant introductory and microecononiic ma- 
terial from MiUer'i Economics Today. (See JEL no. 
79-0607] Name index, index of ^osaary term*, 
and aulitiect index. 

OZAU, Robert S. Economics, economists and the 
toonomy; An introduction to a world of magnifi- 
cent confusion. Englewood Cliffa, N.J.: Prentice- 
Hall. Beaton, 1979. Pp. x, 115. $6.95, paper. 

JEL 79-0610 

Informal examination of current economic top- 
ica, written in the form of a dialogue between a 
profeaaor and his atudents. The author covers: the 
Chicago School, Keynesianism, monetarism, fiscal- 
ism, inflation, unemployment, stagflation, and 
cures for stagflation. Illustrated. The author is Pro- 
fessor of Economics, California State University, 
Hayward. No index. 

Reynolds, Lloyd G. Microeconomics. Analysis and 
policy. Third edition. The Irwin Series in Econom- 
ics. Homewood, 111.: Irwin; Georgetown, Ontario: 
Irwin-Dorsey, [1963 . . . 1976] 1979. Pp. xvi, 470. 
$9.50, paper. JEL 79-0611 

Test for the microeconomic part of a principles 
course. This edition includes new material on the 
consequences of diflering market structures, in- 
come distribution and redistribution, and the per- 
formance of planned economies as compared to 
nnarket economies. More than half of the book is 
an exposition of the concepts. [See JEX, no. 76- 
0615 for annotation of the 1976 edition.] The au- 
thor is Sterling Professor of Economics at Yale Uni- 
versity. Glossary of concepts; index. 

Spectoh, Lee C. and Cutadean, Ronald L. The 
macro view: Student learning guide to accompany 
Miller; Economics Today. New York and London: 
Harper and Row, 1979. Pp. x, 148. $5.95, paper. 
The micro view: Student teaming guide to accom- 
pany Miller; Economics Today. New York and 
London: Harper and Row, 1979. Pp. x, 148. $5.95, 
paper. JEL 79-0612 

Learning guides to accompany Miller’s two-part 
text in introductory economics [see JEL rtos. 79- 
0608 and 79-0609^. Each chapter includes; terms 
for review, learning objectives, glossary, check 
teats, discussion hints, review tests, problems, and 
answers. The authors are at the State University 
College at Buffalo and Miami Dade County Com- 
munity College South, respectively. No index. 

Ward, Benjamin. The conservative economic world 
view. The Ideal Worlds of Economics Series. New 


York: Basic Books, 1979. Pp. 144. $4.95, paper. 

JEL 79-0613 

Surveys and analyzes diatinguiahlng characteris- 
tics of t^ conservative worid view: die rciieetion 
of utopian and mechanistic seflutions to human 
problems; recognition of the individual as the pri- 
mary element In society; recognition eff the fomily 
as the central social unit; and the provision of order 
as an essential task of government. In part one 
the author presents “The Optimal Conservative 
World View,” discussing the behavior of markets, 
property rights, the role of the state, problems 
of developing economies, views of socialinn, inter- 
national relations, and future prospects. Part two 
includes commentaries on the differences among 
conservatives, with chapters on; libertarianism, so- 
cial conservatives, neoconservatives, Friedman, 
and Hayek. The author is Professor of Economics 
at the University of California at Berkeley. Sugges- 
tions for further reading; index. 

Ward, Benjamin. The radical economic world view. 
The Ideal Worlds of Economics Series. New York: 
Basic Books, 1979. Pp. 177. $4.95, paper. 

JEL 79-0614 

Attempts to summarize the liberal economic in- 
terpretation of the structure and workings of the 
contemporary world. Maintains that “viable and 
plausible radical and conservative economic world 
views can also be constructed to explain the con- 
temporary world.” (The author has also written 
monographs on these views [see JEL nos. 79-0613 
and 79-0615\.) Part one presents "The Optimal 
Liberal Economic World View," discussing afflu- 
ent capitalism, the functioning of parliamentary 
democracy, management and planning, liberalism 
and socialism, international relations, and pros- 
pects for the fuhire. Part two presents "variant 
liberal world views,” including treatments of Gal- 
braith, Drucker, power and the survival of liberal 
government, economic development, and "eco- 
logical Cassandras." Suggestions for further read- 
ing; index. 

Ward, Benjamin. The radical economic world view. 
The Ideal World of Economics Series. New York: 
Basic Books, 1979. Pp. 154. $4.95, paper. 

JEL 79-0615 

Surveys the mgjor features of radical political 
economics. In part one the author presents his own 
radical interpretation, discussing the following 
topics: criticisms of contemporary capitalism; the 
structure, tendencies, and transitions in society; 
exploitation under monopoly capitalism; govern- 
ment and monopoly capital; devdopment and im- 
perialism; the socialist experience of the Soviet 
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Untoo* Yugodavla. and China; and inoapects for 
the future. In part two the author presents other 
wodd view interpretations of radi^ economics. 
Baran and Sweezy, alienation. Horvat, and the rcJe 
of revidution. Suggestions for further reading; in- 
dex. 

WmoENAAR. Dennis J. and Weiler, Emanuel T. 
Economid! An introduction to the world around 
you. Second edition. Addison-Wesley Series in 
Economics. Reading. Mass; London; Amsterdam 
and Don Mills. Ont; Addison-Wesley. [1976] 1679. 
Pp. dii, 498. 112.95. paper. /£L 79-0616 

Second edition of undergraduate textbook de- 
signed for mgjors and non-ma]ors. [See JEL no. 
76-0620 for annotation of first edition.] Changes 
from first edition include Incorporation of new ma- 
terial illustrating applications of economic princi- 
ples to the energy problem, a cas^study as a vehi- 
cle for developing the short-run supply curve, 
expanded treatments of opportunity cost and 
profit, and a new chapter on govenunent. The 
authors are Professor of Economics and Krannert 
Professor of Eksonomics, respectively, at Purdue 
University. Index. 

See also. Book Number /EL 79-0792 

020 General Economic Theory 

Aoki, Masanao and Marzollo, Angelo, eds. New 
trends in dynamic system theory and economics. 
New York and London: Harcourt Brace Jovano- 
vich. Academic Press, 1979. Pp. xU, 412. $21.00. 

JEL 79-0617 

Twenty previously unpublished papers pre- 
sented at a two-week seminar of the same title 
held in Udine, Italy in September 1977. Papers 
highlight new contributions of control and systems 
theory to the dynamic analysis of an economy. 
Contributions organized in three categories; pa- 
pers dealing with decision problems of agents with 
imperfect information or under uncertainty; re- 
cent advances in control theory and applications; 
and papers treating various aspects of disequili- 
brium analysis. No index. 

Cassidy, P. A and Gates, R. C. Simulation, uncer- 
tainty, and public investment analysis: A method 
of benefit cost evaluation and its application to 
land-use alternatives in the Wide Bay district of 
Queensland. North Brisbane Business Research 
Centre Monograph no. 1. Kedron, Queensland: 
Business Research Centre of North Brisbane Col- 
lege of Advanced Eklucation; distributed by the 
North Brisbane College of Advanced Education 
Press, 1977. Pp. iv, 154. JEL 79-0618 


Develops a framework for public investment 
analysis, wfaieh quantifies die uncertainty of out- 
comes in aiq>ndsing prefect benefits and costs. Sug- 
gests linear prograimning methods for screening 
alternative project decisions and incorporating 
probability distributions of critical stochastic 
eventy, Uses a simulation model to determine a 
risk profile of net benefits for alternative prefects 
and applies it. The authors are Senior Lecturer 
in Economics at North Brisbane College of Ad- 
vanced Education and Vice CSianoeUor of the Uni- 
versity of New England in Armidale, New South 
Wales, respectively. No index. 

Darby, Michael R. Intermediate macroeconomics. 
New York; Auckland; London and Montreal: 
McGraw-Hill, 1979. Pp. xiv, 479. $16.95. 

JEL 79-0619 

In addition to the traditional Keynesian macro- 
economics, the audior presents developments in 
macro theory in the framework of a dynamic Cam- 
bridge equation, which is supplemented by the 
IS-LM model. Written from the perspective that 
the economy fluctuates around a growing equilib- 
rium. Divided into six parts: introduction to macro 
variables; long-run equilibrium; fluctuations 
around the equilibrium; the Keynesian model; the 
use of macro models, focusing on the U.S. experi- 
ence since the 1920’s; and macro stabilization pol- 
icy. Chapters include questions and exercises; se- 
lected answers provided. The author is Professor 
of Economics, University of California, Los Ange- 
les. Mathematical appendix; glossary of terms and 
symbols; index. 

Gifford, Adam, Jr., and Santoni, Gary J. Public 
economics: Politicians, property rights, and ex- 
change. Hinsdale, 111.: Holt, Rinehart and Winston, 
Dryden Press, 1979. Pp. xii, 273. $14.95. 

JEL 79-0620 

Textbook on the economic theory of govern- 
ment activity, providing an analytic frramework 
explaining choices of individuals functioning as 
voters, elected representatives and bureaucrats, 
and the efiect these choices have on resource allo- 
cation. Includes a review of basic economic con- 
cepts, treatment of public goods and problems as- 
sociated with their supply, three chapters devoted 
to the theory of public choice, and an equal num- 
ber to taxatiem, tax incidence, and allocative effects 
of taxation. Applications in the form of short re- 
views of empirical studies, questions, and exercises 
included in each chapter. The authors are at the 
California State University. Index. 

Green, Jerry R. and Laffont, Jean-Jacques. In- 
centives in public decision-making. Studies in 
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PuUic Econoinict, Volume 1. Amftefdem; New 
Ybrk end Oxford: Nortfa-HoUend; distributed to 
the VS. and Canada by Elsevier North-HoUand, 
New York. 1979. Pp. xviU, 293. $48.75. 

/EC, 79-0621 

First volume to a series presenting research on 
various aspects of public sector economics. Ex- 
plores the possibilities of overcoming obstacle to 
efficient decision-making in public sector settings 
to which the benevolent central decision-maker 
is boed with an economy characterized by individ- 
uals with confficting goals and with incomplete 
information. Discusses incentives to economic sys- 
tems, social choice theory, restrictive conditions 
under which a class of methods for eliciting indi- 
viduals’ preferences can lead to Pareto optima, 
the potential for overcoming problems of incen- 
tive compatibility through large-number methods, 
and incentive compatibility avith the assumption 
of individual myopia. The authors are at Harvard 
University, and the Univeniti des Sciences Sociales 
de Toulouse and the £cole Polytechnique to Paris, 
respectively. Author and subject indices. 

Kaloor, Nicholas [Loro]. FuTther essays on eco- 
nomic theory. Collected Economic Essays, vol. 5. 
New York: Holmes it Meier, 1978. Pp. xxix, 232. 
$21.75. JEL 79-0622 

Volume five of Kaldor's eight-volume collected 
essays series, comprises nine previously published 
papers written between 1958 and 1976 on macro- 
economic growth and distribution theory. Includes 
papers on the relation between neo-Keynesian and 
classical models, growth incorporating embodied 
technical progress (with). A. Mirrlees), on the mar- 
ginal product of capital ^tribution theory of Sam- 
uelson and Modigliani, Britain’s rate of growth to 
the 1960’s, and dififerences between the economics 
appropriate to land-based activities and the eco- 
nomics appropriate to processing activities. Also 
includes papers on: British postwar economic pol- 
icy, the shortcomings of the Walrasian general 
equilibrium framework for analyzing market 
economies, and world inflation since World War 
II. Kaldor believes papers illustrate his perception 
that Ml economy is not "resource-constrained,” 
first because it is at full employment and that a 
theoretical analysis must be based firmly on empir- 
ically derived “laws” or regularities. [See JEL no. 
79-0752 for annotation of volume six.] ’The author 
is recently retired as Professor of Eoinomics at 
Cambridge University. Author index. 

Kennedy, Peter E. Macroeconomics. Second edi- 
tion. Boston; London; Sydney and Toronto: Allyn 
and Bacon, [1975] 1979. Pp. x, 469. $16.95. 

JEL 79-0623 


Nontechnical intermediate text written In a 
question/answer format. In covering the tradi- 
tional macro topics, the author places emphasis 
both on the Keynesian-monetarist controversy and 
policy implications throughout the text. Makes use 
of flow charts to describe economic responses to 
policy shocks. Chapters include questions for dis- 
cussion. The author is at Simon Fraser University. 
Name and subject indices. 

PASiNETn, Luici L. Growth and income distri- 
bution: Essays in economic theory. Paperback edi- 
tion. Cambridge; New York and Melbourne: Cam- 
bridge University Press, [1974] 1979. Pp. x, 151. 
$7.95, paper. JEL 79-0624 

First paperback edition. [See JEL no. 75-0318 
for annotation.] 

Patterson, K. D. and Schott, Kerry, eds. The 
measurement of capital: Theory and practice. New 
York: Holmes $c Meier; London: Macmillan Press, 
1979. Pp. x, 290. JEL 79-0625 

Eleven previously impublished articles provid- 
ing the views of theorists, statisticians, and applied 
economists on capital measurement; nine of the 
papers were originally presented at a conference 
held at the University of Southampton in the sum- 
mer of 1976. Three papers in the first part deal 
with theoretical issues, including capital measure- 
ment imder general equilibriiun, the restrictive 
nature of the surrogate capital measure, and the 
existence and usefulness of quantity efficiency 
curves. Papers in the second part deal with capital 
measmement in practice, including discussions of 
statistics for capital stock assets in the U.K.; capital 
stock in Welsh manufacturing, disaggregated by 
buildings and plant and machinery; stock of hu- 
man capital in the U.K.; total factor productivity 
to the U.K.; capital utilization; and factor demand 
functions. “The questions we must proceed to mi- 
swer are how much does it matter empirically to 
assume measures of aggregate capital, and indeed, 
other inputs and outputs, when we know such 
measures do not strictly exist? What aggregate 
specifications might serve best at the empirical 
level and under what conditionsP” The editors are 
Lecturers in Economics at the University of Read- 
ing and University College (London), respectively. 
Index. 

POLEINGHORN, R. STEPHEN. Micro-theory and eco- 
nomic choices. The Irwin Series to Economics. 
Homewood, 111.: Irwin; Georgetown, Ont.: Irwin- 
Dorsey, 1979. Pp. xii, 407. $16.50. 

JEL 79-0626 

Intermediate microtheory text that emphasizes 
a theory of human behavior, i.e., “economic pre- 
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dtettoos are deduced freon a model ctf tiie way 
in which individuals chocae among the alterna- 
tives open to them.” Covers the standard topics. 
In five parts: Introduction, consumption, pro- 
duction equilibrium and welfare economics. Pre- 
sentation relies on simple geometry, stressing “die 
axioms and the deductive techniques that lead to 
prediction." The author is at California State Uni- 
versity, Sacramento. Index. 

Sargent, Thomas J. Macroeconomic theory. Ekx>- 
nomic Theory, Econometrics, and Mathematica] 
Economics Series. New York and London: Har- 
court Brace Jovanovich, Academic Press, 1979. Pp. 
xiii, 404. $24.50. JEL 79-0627 

Graduate-level text. Part one presents standard 
nonstochastic macroeconomic analysis, including 
the Classical, Keynesian, and Tobin models as well 
as Keynesian dynamics and the investment sched- 
ule. Part two focuses on stochastic analysis of be- 
havior under uncertainty, consumption, invest- 
ment, monetary policy, and the “new classical" 
macroeconomics. This part also includes chapters 
on lag operators, linear least squares prediction, 
and stochastic difference equations. The author is 
Professor of Economics at the University of Minne- 
sota and an advisor at the Federal Reserve Bank 
in Minneapolis. Author and subject indices. 

See also: Book Numbers JEL 79-0630, 79-0765 

030 History of Economic Thought; 

Methodology 

Carpenter, Kenneth E. Dialogue in political 
economy: Translations from and into German in 
the 18th century. Kress Library Publication, no. 
23. Boston: Harvard University, Graduate School 
of Business Administration, Baker Library, 1977. 
Pp. 95. $5.00, paper. JEL 79-0628 

Annotated catalogue of 36 titles of translations 
of eighteenth century economic literature into and 
from German. (Notes on some forty-two additional 
works also included.) Based on an exhibition of 
selections from the Kress Library Collection of the 
Harvard Business School’s Baker Library as aug- 
mented by materials on loan from other libraries. 
Major entries contain transcription of titles, ad- 
dresses of printers and publishers, page numbers, 
and contents in sufficient detail to determine ma- 
jor additions to original texts. Arranged by original 
language. Includes introductory essay on transla- 
tions as indicators of cross-cultural transfer of 
knowledge. The author is curator of the Kress Li- 
brary of Business and Ek;onomics. No index. 

Fisher, Irving. ITie theory of interest: As deter- 
mined by impatience to spend income and oppor- 


tunity to iuoest it Reprint naladelphia: Porcu- 
pine Press, [1930] 1977. Pp. xxvii, 566. $7.95, pa- 
per. JEL 79-0629 

Reprint of Fisher’s 1930 classic on the rate of 
interest, defined here as the rate on a “safe loan” 
that specifies payments on certain dates or sets 
of dates. After discussing tii^e preference and the 
first, second, and third approximations of the the- 
ory in words, Fisher then specifies the theory in 
geometrical and other mathematical forms. Con- 
cludes that interest rates are influenced by six 
principles (sets of equatioiu): two Opportunity 
Principles (objective individual investment oppor- 
tunities); two Impatience Principles (subjective in- 
fluences reflecting human impatience or time 
preference); and two Market Principles (supply 
and demand, i.e., the market must be cleared and 
the debts must be paid). Professor Fisher (1867- 
1947) was at Yale University. Bibliography; index. 

Frisch, Racnar. New methods of measuring mar- 
ginal utility. Reprint. Philadelphia: Porcupine 
Press, [1932] 1978. Pp. 142. $13.50. 

JEL 79-0630 

Reprint of Frisch’s 1932 study of the measure- 
ment of marginal utility in a static framework. Dis- 
cusses money utility and commodity utility, and 
utility measurement via the isoquant and quantity 
variation methods. Describes the translation 
methods for deriving price indices from expendi- 
ture data and applies the translation method to 
the U.S. BLS budget data for 1918-19. Proceeds 
to present the general flexibility equation, a more 
general statement of the translation method. Last 
chapters discuss money utility and the index num- 
ber problem, the labor supply curve, the income 
tax, and the problem of dynamification of the the- 
ory of utility. The author (1895-1973) was Profes- 
sor of Economics, University of Oslo, and Nobel 
Laureate. No index. 

Heilperin, Michael A. International monetary 
economics. Reprint. Studies in International Eco- 
nomics, no. 2. Philadelphia: Porcupine Press, 
[1939] 1978. Pp. xiv, 281. $16.50. 

JEL 79-0631 

Reprint of a 1939 discursive study that clarifies 
the concepts of the structure of international mon- 
etary relations. Discusses the nature of monetary 
internationalism and the monetary economics of 
gold, and analyzes problems related to balance of 
payments, exchange rates and parities, and mone- 
tary stability. Maintains that, although statistical 
methods are important to these problems, he can- 
not accept the [then] current methods and crit- 
ically examines Gustav Cassel’s 1930 and Charles 
Rist’s 1935 studies. Concludes that mechanisms of 


1094 


Journal of Economic Literature 


T» ^«m«K<ng iiqiiiUhrium to balance of ptymonto 
Dead to work through the leme initrumenti of 

action regardleH of the monetary lyitem adopted 

>^>pnidix on the utet of ftoUsUcol conatruction. 
The author wo* at the Graduate Inatitute of Inter- 
national Studies when this book was written. In- 
dox. 

Hutton, John. The myttery wealth; Political 
economy— It* deoelopment and impact on world 
events. New York utd Toronto: Wiley, Hoisted 
Press; London; Stanley Thornes, 1979. Pp. 412. 

/EL 79-0632 

Examines the main developmental characteris- 
tics of economic doctrine developed in the late 
eighteenth and nineteenth centuries by focusing 
on "the lives and pre-occupations of the political 
and economic thinkers of the some period." Con- 
cerned with the British-Western European-North 
American experience in the Industrial age as 
viewed by Adam Smith, David Ricardo, John 
Stuart Mill, Karl Marx, John Maynard Keynes, and 
others. Discusses contemporary relevance of the 
historic debates concerning scarcity, wealth and 
welfare, relationship among trade, development 
and growth, domestic problems and policies, the 
evolving nature of industry, and national economic 
planning and decision-making. Stresses the impor- 
tance of the underlying historical, institutional, 
and political bases of society. "Suggests” a possible 
‘convergency’ between the various doctrines and 
systems reviewed." The author is a Senior staff 
member at the Administrative Staff College, Hen- 
ley-on-Thames. Index. 

Langholm, Odd. Price and value in the Aristotelian 
tradition; A study in scholastic economic sources. 
Bergen, Norway; Universitetsforlaget; distributed 
by Columbia University Press, New York, 1979. 
Pp. 175. $22.00. JEL 79-0633 

Traces several branches of scholastic and early 
post-scholastic traditions in the economic theory 
of value, which developed as medieval commen- 
taries on Aristotle’s Ethics. Identifies develop- 
ments in the theory of value that anticipated the 
classical economists by several centuries. Organ- 
izes analysis around the traditions of Robert Gros- 
seteste, Albertus Magnus, Thomas Aquinas, Henri- 
cus de Fiimaiia, Johannes Buridanus, and 
Geriddus Odonis. The author is Professor at the 
Norwegian Schobl of Economics in Bergen. Select 
Bibliography; no index. 

Rader, Melvin. Marx’s interpretation of history. 
New York: Oxford University Press, 1979. Pp. xxiii, 
242. $12.95, cloth; $495, paper. JEL 79-0634 
Aimed at the philosopher and the social scientist 
in general, the author proposes to explain, based 


oa primary sources, “what Marx said and meant” 
Argues that Marx employed ihree elements in his 
interpretation of history; diatoctical devdbinnent 
base and superstructure, and organic unity. Exam- 
ines the idea of concreteness at a duuracteristlc 
of the social organism and the crisis of the social 
order in its late maturity and tiie ensuing revdu- 
ticmary transformation. Stresses his view that the 
Marxian tradition has emphasized the base-super- 
structure model at the expense of the organic unity 
model (involving self-regulatory features), which 
Marx derived "from the classics of economic the- 
ory — especially the works of Adam Smith and 
David Ricardo.” The author is Professor of Philoso- 
phy Emeritus at the University of Washington. In- 
dex. 

Robbins, Lionel [Lord]. The theory of economic 
policy in English Classical political economy. Sec- 
ond edition. Philadelphia: Porcupine Press, [1952] 
1978. Pp. xvii,~217. $15.00. JEL 79-0635 

Six descriptive lectures on the body of principles 
of governmental action or inaction in regard to 
economic activity as seen by Hume, Smith, and 
their followers. After discussing economic freedom 
and the economic functions of the state. Lord Rob- 
bins focuses on the conditions of the populace and 
the Classical School’s views on socialism from the 
time of Hume and Smith to Mill. Concludes that 
the English Classical School from its begiimings 
was, when it comes to policy, a school of economic 
and social reform; what sets it apart from other 
reformers is that the School, rightly or wrongly, 
professed itself to be based upon a systematic body 
of scientific knowledge known as political econ- 
omy. Lord Robbins, now retired, was "oABcially” 
a professor at the London School of Economics 
from 1929 until 1961; he "lectured” there, there- 
after. Select bibliography; name index. 

Roth, Mike and Eldred, Michael. Guide to 
Marx's “Capital. "London: Conference of Socialist 
Economists (CSE) Books; distributed by Humani- 
ties Press, Atlantic Highlands, NJ., 1978. Pp. 128. 
$4.50, paper. JEL 79-0636 

Comprised of five individual chapters on the 
three volumes of Capital, sets out briefly the steps 
of the argument in the tmt providing “liie system- 
atic argument which remits In the construction 
in theory of the forms of existence of social labour 
and the corresponding consciousness in which 
bourgeois people live their everyday economic 
life.” The papers do not deal with questions re- 
garding money, credit, and crisis. Each chapter 
is followed by comments, which attempt to explain 
the material and its relation to the overall argu- 
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meat A|ipendioes on ^ £unlly and adenoe in 
CapitmL Gkmary; index to f^tmny. 

ViNBitjACOB. Canada’s balonca of inttmatUmalin- 
dabtadnau, 1900-1913; An indncHoe study in tha 
thaory of intamational tmda. Reprint Studiet in 
International Economic*, no. 6. Pfailade4>hia: Por- 
cupine Prew, [1924] 1978. Pp. x, 318. $17.50. 

JEL 79-0637 

Reprint of Viner’s 1924 inductive attempt to 
verify the general theory of the mechaniim of in- 
ternational trade, and incidentally on Canadian 
matters. Presents statistical estimates of the impor- 
tant items entering into Canadian balance of pay- 
ments for 1900-13 and analyzes the mechanism 
of adjustment in detail. Finds in part that the data 
verify the theory that “prices during a period of 
capital borrowings rise in the borrowing country, 
fall in the lending country" and that domestic and 
export prices rise relative to import prices. Jacob 
Viner (1892-1970) was Professor at the University 
of Chicago until 1947, thereafter at Princeton Uni- 
versity. Bibliography; index. 

WOLFSTETTEH, Elmar. Wert, Profitrate und Bes- 
chaftigung: Aspekte der Marxschen und der klas- 
sischen Wirtschaftstheorie. Frankfurt and New 
York; Campus, 1977. Pp. iv, 250. DM 34.00. 

JEL 79-0638 

Monograph on three interrelated aspects of 
Marxian economics; the labor theory of value, the 
theory of cyclical growth, and the law of the falling 
tendency of the rate of profit. The first part re- 
views various formulations of labor values and pro- 
poses an alternative formulation of the labor 
theory of value, explicitly paying attention to the 
time structure contains a critique of SrafiFa’s theory 
of joint production. The second part reviews 
Marx’s wage and employment theory in the light 
of both classical (general glut controversy) and 
modem economic thought. Similarities between 
Marx and Goodwin's “growth cycle" are ex- 
plained, and several generalized Goodwin models 
are formulated in order to test the robustness of 
Marx’s results. In the third part the author explains 
the links between Marx’s growth cycles and the 
law of the falling tendency of the rate of profit. 
The classical formulation of this law is reinter- 
preted and defended against such critics as Marx 
and Schumpeter; Marx’s law is shown to be subject 
to some fatal logical mistakes. The author is at 
the State University of New York at Buffalo. No 
index. [E. W.] 

See also: Book Numbers 79-0624, 79-0642, 79- 
0789, 79-0855 


040 Eoomoioo ItenutT 

Caron, Francis. An eoono mte history of madam 
Prance. Translated by Barbara Bray. Columbia 
EoosuHnic History the Modem World Sories. 
New Yoric; Odumbia University Press, 1979. Pp. 
384. $16.50. JEL 79-0639 

Examines the economic histmy of France from 
the time of the Congress of Vienha to the present 
Avoiding excluaivdy sookdogical or psychological 
ex{dasMtions (e.g., the FVench are more “protec- 
tionist’’ or more “corporatist" dian odter people), 
attempts to identify the particular geograifoical, 
historical, and demographic factors to which eco- 
noittic actors had to adapt diemsdves. Maintains 
that persistent state intervention in the interest 
of “the general welfare” has benefited small busi- 
ness and the middle class in general. 'The audior 
is Professor of Contemporary Economic History 
at the University of Paris-Sorbotme. Index. 

DURIE, Alastair J. The Scottish linen industry in 
the eighteenth century. Edinburgh: John Donald; 
distributed in the U.S. by Humanities Press, Atlan- 
tic Highlands, N.J., 1979. $27.75. JEL 79-0640 
An economic history of the development of the 
Scottish linen industry from a "small, backward 
and unimportant" craft to “the most important 
single manufacture" in Scotland by the end of the 
eighteenth century. Discusses the role and activi- 
ties of the Board of Trustees for Fisheries and Man- 
ufactures, and offical body for the improvement 
of linen-maldng, and the contribution of the Brit- 
ish Linen Company, at one time probably the larg- 
est single firm in the industry and the whole econ- 
omy, and assesses the markets for Scottish linen, 
thread, and yam. Based partly on a doctoral thesis 
by the author who is now Lecturer in Economic 
History, University of Aberdeen. Bibliography, in- 
dex. 

Fang, Hsien-t’inc. The triumph of the factory sys- 
tem in England. Reprint. Perspectives in Euro- 
pean History, no. 17. Philadelphia; Porcupine 
Press, [1930] 1978. Pp. 310. $22.50. 

JEL 79-0641 

Reprint of Fang’s 1928 doctoral dissertation for 
the Graduate School of Yale University surveying 
industrial organization in English manufactures 
about 1840. Industries covered include cotton, 
woolen and worsted, silk, flax, hemp, paper, pot- 
tery, glass, metal, and clothing. Concludes that 
from the stand-point of the entrepreneur, labor, 
and consumer, the establishment of the factory 
system constituted a social gain. The author was 
with Nankai University, Tientsin, when this text 
was originally published. Annotated bibliography; 
index. 
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Gandy, D. Bom. Mtmc and hUtory; From primMoe 
meltty to tho eommunitt futurt. Aiutin and Lon- 
don: Univontty of Texas Proaa, 1979. Pp. 190. 
11495. JEL 79-0642 

Attempts to dnw together and e:q>lain Marx’s 
and Engels’s writings on history, based on a study 
of the forty-volume Marx-EngoU Werko (Berlin: 
Dietz Verlag. 1964-1968). “Develops and docu- 
ments” the post-1960 “New Marxist" conception 
of history as a "multilinear” process as opposed 
to a “straight-iine progress through world class sys- 
tems.” Includes discussions of the new Marxism, 
precapitalist modes of production, capitalism, 
communism, classes, historical sociology, and 
Marx’s theory of revolution (in an appendix). The 
author teaches history at Instituto Fenix in the 
State University of Now York’s extension in Cuer- 
navaca, Mexico. Bibliography; no index. 

Hannah, Lesue. Electricity before nationalisation: 
A study of the development of the electricity sup- 
ply Industry in Britain to 1948. Johns Hopldns 
Studies in the History of Technology Baltimore: 
Johns Hopkins University Press; London: Macmil- 
lan Press, 1979. Pp. xv, 467. $28.50. 

JEL 79-0643 

A chronological history of the technical, busi- 
ness, and economic evolution of Britain's electric- 
ity supply industry (irom its foundation in the 
1880's to nationalization in 1948, concentrating 
on the post-1920 period. Data come from a wide 
range of unpublished sources, business and techni- 
cal publications, and official documents. The au- 
thor is Director of the Business History Unit, Uni- 
versity of London. Includes a statistical appendix. 
Index. 

Iaskxecaard, Frede. Islamic taxation in the classic 
period; With special reference to circumstances in 
Iraq. Studies in Islamic History, no. 10. Philadel- 
phia: Porcupine Press, [1950] 1978. Pp. 286. 
$17.50. JEL 79-0644 

E x a m i n es the development of relationships be- 
tween the state and property in classical Islam. 
Reprint of the 1950 edition, which was originally 
presented as a Ph.D. dissertation at the University 
of Copenhagen. “List of More Important Litera- 
ture”; index. 

Macdonald, Donald Facuhab. Scotland’s shift- 
ing population, 1770-1850. Reprint. Perspectives 
in European History, no. 29. Philadelphia: Porcu- 
pine Press, [1937] 1978. Pp. vii, 172. $14.00. 

JEL 79-0645 

Reprint of 1937 study of labor migration in Scot- 
land and distribution of Scottish population. 
Covers changes in the total size, rural dep<q>ula- 


tion, Irish immigration, health in the towns, migra- 
tion and poor relief, seasonal migration due to oc- 
cupation, and emigration. Finds in part that inter- 
nal migration and emigration stems from changes 
in industry and agriculture, the inadequacy of 
poor-relief, and the rapid growth of population, 
partially a result of Irish immigration. Includes 
maps ol related information. Bibliography; index. 

Pawson, Eric. The early Industrial Revolution; 
Britain in the eighteenth century. New York: 
Harper and Row, Barnes and Noble, 1979. Pp. 233. 
$14.50. JEL 79-0646 

Designed as a text for students of historical geog- 
raphy. Explores Britain’s “transformation from the 
relative economic and social stability of preceding 
centuries into a new experience of sustained eco- 
nomic growth and social change.” Examines the 
growth of population; agricultmal expansion; in- 
dustrial change; the basic industries; internal trade 
and communications; the service sector; the role 
of towns and urban growth; and external relations. 
The author is Lecturer in Geography at the Uni- 
versity of Canterbury, Christchurch, New Zea- 
land. Index. 

PiOTROWSKi, Roman. Cartels and trusts; Their ori- 
gin and historical development from the economic 
and legal aspects. Reprint. Philadelphia; Porcu- 
pine Press, [1933] 1978. Pp. 376. $19.50. 

JEL 79-0647 

Reprint of a 1933 history of cartels that outlines 
the monopoly movement from the time of the 
Phoenician empire through the nineteenth cen- 
tury. Finds that the cartels and trusts were not a 
modem phenomenon, as frequently presented, 
but simply a phase of the uninterrupted monopoly 
movement known in antiquity; the technique of 
the movement, however, changed with changes 
in economic conditions. Index. 

Robertson, Ross M. and Walton, Gary M. His- 
tory of the American economy. Fourth edition. 
New York: Harcourt Brace Jovonovioh, [1955 . . . 
1973] 1979. Pp. xvi, 586. JEL 79-0648 

New edition of a textbook originally written by 
the late Ross M. Robertson [see JEL no. 73-065^ 
and revised by Gary M. Walton of Washington 
State University. Revisions include an expanded 
treatment of the colonial period and an update 
of research in economic history, much of which 
is quantitative. Composed of fom parts— .The Colo- 
nial Era; The Revolutionary, Early National, and 
Antebellum Eras, 1776-1860; The Reunification 
Era, 1861-1914; and the Modem E)ra, 1951 to the 
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PrMent Includes a glossary, suggested readings, 
and indea. 

ROpxe, Wohelm. International economic disinte- 
gration. Reprint Appendix by Auexandeb 
RDstow. Studies in International Economics, no. 
4. Phikdelphia: Porcupine Press, [1942] 1978. Pp. 
xii, 283. $17.50. JEL 7S-0649 

Reprint of Rfipke’s 1942 investigation of the 
long-run crisis in international economic relations. 
After discussing the meaning of international eco- 
nomic disintegration and the extra-economic 
framework of integration and disintegration, the 
author considers the military aspects of economic 
nationalism; agrarianization of industrialized 
countries; industrialization of agrarian countries; 
disturbances of the monetary system, stabilization; 
international division of labor; and disintegration 
as a problem of the social and political structure. 
Concludes that the international economic disinte- 
gration of the interwar period was the result of 
a general disintegration of the whole economic 
structure and was a symptom of general social and 
psychological decomposition. Rdpke [1899-1966] 
was Professor of Economics at the Graduate Insti- 
tute of International Studies, Geneva. No index. 

Sohn-Retkel, Alfred. Economy and class struc- 
ture of German fascism. Translated from the Ger- 
man by Martin Sohn-Rethel. London: CSE 
Books; distributed by Humanities Press, Atlantic 
Highlands, N.J., [1973] 1978. Pp. 159. $13.75, 
cloth; $7.00, paper. JEL 7^-0650 

Marxist analysis of the rise of the Nazis in the 
1930’s and their cotmection to German big busi- 
ness. Based on the author’s personal experience 
and other eye-witness reports, the text covers the 
interrelations of the ruling class and the particular 
aspects of the crisis of German monopoly capital. 
Also notes in the conclusion parallels between the 
“middle strata” of the population of Nazi Germany 
and the situation in Britain today. Concludes that 
“the Nazis in Germany saved the capitalist system 
by destroying the independent organisations of 
the working-class, their political parties and trade 
unions.” The author, now retired, was guest Pro- 
fessor of Social Philosophy at Bremen University. 
Index. 

Walton, Gary M. and Shepherd, James F. The 
economicriseof early America. London; New York 
and Melbourne; Cambridge University Press, 
1979. Pp. X, 226, $19.95, cloth; $4.95, paper. 

jh. 79-0651 

Supplementary text in American economic his- 
tory that focuses on the role of the conunercial 
sector as a driving force of economic growth and 


devdopment of ftie British Norfti American colo- 
nies. Written in a narrative form, ftte authors keep 
econmnic terminology to a minimum. Topics cov- 
ered include: the age of discovery, taking ftte fron- 
tier, ascent of commerce, overseas trade and capi- 
tal flows, productivity, income and wealth 
distribution, die factors leading to the War for In- 
dependence, and the postwstr economic situation. 
Each chapter includes a glossary of terms and list 
of suggested readings. The authors are Professors 
of Economics at Washington State University and 
Whitman College, respectively. Index. 

See also: Book Numbers JEL 79-0634, 79-0751 
050 Economic Systems 

Clark, Rodney. The Japanese company. New 
Haven and London; Yale University Press, 1979. 
Pp. X. 282. $17.50. JEL 79-0652 

Focuses on the organization and operation of 
the Japanese company as well as its impact on its 
employees in particular and society in general. Re- 
views the historical influences on its organization 
and its central phase in industry and commerce, 
stressing its difference from the Western company; 
“anatomizes” its structure and management; ex- 
amines recruitment and resignation, exploring the 
issue of “lifetime employment” and the nature of 
authority in Japanese industry as parts of the gen- 
eral question of the quality of the relationship be- 
tween company and employees; and considers the 
relations of the company system to a changing soci- 
ety, arguing that the past pattern where the com- 
pany preempted much wealth and used its wealth 
and influence on behalf of its employees will 
change: “from now on, the firm will surely have 
to give more to others and expect less for itself.” 
The author is Lectmer in Social Anthropology, 
School of Oriental and African Studies, University 
of London. Index. 

Nove, Alec. Political economy and Soviet socialism. 
London; Boston and Sydney: Allen and Unwin, 
1979. Pp. xii, 249. $27.50. JEL 79-0653 

Thirteen papers, written from 1966 on, eleven 
previously published and two in the process of 
publication, examining Russian history, features of 
East European political economy, some contempo- 
rary economic problems, and general concerns in 
Soviet studies. Some changes and updating, but 
the papers are generally reprinted in unaltered 
form. The author is Professor of Economics, Uni- 
versity of Glasgow. Index. 

See also: Book Numbers /££, 79-0598, 79-0613 79- 
0674, 79-0766, 79-0833 
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CurriN, Keith. InUrmtkmol insquality and na- 
tional povarty. New York: Holm* & Meier, 1978. 
Pp. xi, 191. 128.00. JEL 79-0654 

Nine eiMyi, leven previously published be- 
tween 1970 and 1978. Challenges the classical as- 
sumption that "unrestricted international inter- 
course will reduce inequality and iMverty." Argues 
that forces creating inequality are automatic, and 
not due to malevolence of developed nations or 
corporations, but that "the motor of change in the 
contemporary world economy is technical innova- 
tion." Since the advances tend to be concentrated 
in the develos>ed countries where they are applica- 
ble to their technology, rich countries are able 
to extract sut)ra-normal profits and rents from the 
IMor countries through trade. The high level of 
fisctor earnings in rich countries attract the "most 
valuable financial and human resources” of the 
poor countries through induced international mi- 
gration. Divided into two parts, part one deals with 
international inequality and discusses: the interna- 
tional transmission of inequality; multinational 
corporations; foreign capital, domestic savings, 
and economic development; emigration; and the 
New Intemationsd Economic Order. The essays 
in part two focus on national poverty, discussing 
the facts of poverty in the Third World, analyzing 
models of development, and assessing the Chinese 
system of incentives. The author is Acting Warden 
of Queen Elizabeth House, Acting Director of the 
Institute of Commonwealth Studies, and a Fellow 
of Magdalen College, University of Oxford. Index. 

HOOLE, Francis W. Evaluation research and devel- 
opment activities. Sage Library of Social Research, 
vol. 68. Beverly Hills and London: Sage, 1978. Pp. 
207. 214.00, cloth; $6.95, paper. /EL 79-0655 

Discusses the use of evaluation research for in- 
temtdional development programs. Provides an 
introduction to evaluation research methods, case 
studies illustrating various research designs, dis- 
cussion of applied research problems, and Baye- 
sian decision techniques that complement evalua- 
tion research. Stresses the political dimension of 
development activities and An role of the political 
process in utilizing evaluation research. Suggests 
that “It would be a mistake to expect too much 
in the development field from evaluation research. 
Just as it would be a mistake to dismiss it as having 
nothing to oflSer." Includes bibliography of works 


aa basic evaluation research. The audior is Associ- 
ate Prdessor of Political Sdence at In^ana Uni- 
versity. Name and subject indices. 

The Japan Economic Research Center and 
THE Council for Asian Manpower Studies. 
Income distribution, employment and economic 
development in Southeast and East Asia: Papers 
and proceedings of the seminar sponsored jointiy 
by the Japan Economic Research Center and the 
Council for Asian Manpower Studies, December 
16-20, 1974. 2 vok. Tokyo and Manila: Authors, 
1975. Pp. X, 791. Paper. JEL 79-C656 

Nineteen papers by Southeast Asian, East Asian, 
and American economists on the relationship be- 
tween employment, income distribution, and eco- 
nomic growth. Topics cover a wide range and in- 
clude, among others, studies on equity in income 
distribution in Korea, in Taiwan, and in Thailand; 
‘Taxation, Government Spending and Income 
Distribution in the Philippines”; demographic 
measmes of income by size-classes among house- 
holds; “Regional Income Disparity in Indonesia”; 
and the impact of postwar Japanese economic 
growth on income distribution. Includes summary 
remarks by Harry T. Oshima (Rockefeller Founda- 
tion and the Council for Asian Manpower Studies) 
and by Simon Kuznets (Professor of Economics, 
Emeritus, Harvard University). No index. 

Khakee, Abdul. Planning in a mixed economy: The 
case of Sweden. Stockholm: Swedish Council for 
Building Research, 1979. Pp. 94. 20 Skr, paper. 

JEL 79-0657 

Describes and assesses the development of and 
major characteristics of national economic and 
physical planning, regional development and plan- 
ning, urban changes and municipal planning, and 
the welfare state and social planning in postwar 
Sweden. Concludes that, in the future, "there is 
hardly any likelihood that Sweden will adopt a 
rigid centralized system of planning, [but] it is 
more likely to develop a planning system in which 
an optimum relationship — a planning compatibil- 
ity— between governmental control and private 
initiative can be found.” Based on a series of public 
lectures given at the University of Delaware dur- 
ing 1975-76. The author is Senior Lecturer, Uni- 
versity of Umefi, Sweden. No index. 

Kohr, Leopold. Development without aid: The 
translucent society. Reprint. Foreword by Ken- 
neth D. Kaunda. Critical reflections by Robert 
J. Alexander and Alfred P. Thorne. New 
York: Schocken Books, [1973] 1979. Pp. iii, 227. 
$12.95. JEL 70-0658 
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Devetoped front a wries of lectures given at Ox- 
fMd University in July 1963 and the University 
College of Wate in January 1969. Argues that eco- 
nomic maturity it best gained by recendy liber- 
ated countries without foreign assistance. Advo- 
cates “protected cuneralist self-sufficiency” as a 
first step and CUV approach (a “Contraction to 
Uninstrumrated Visibility")--i.s., operating a 
largely self-sufficient domestic economy, servicing 
a limited regitm, making advances appropriate to 
the society and with aspiration levels equally on 
course. Outlines the tduuet of economic develop- 
ment from d>e village-state to the nation-state; and 
sketches five revolutions (administrative, political, 
agricultural, manufacturing, and technological) 
through whidi a country must go to achieve devel- 
opment without aid. Includes sections of critical 
comments by Professors Alfred Thome and Robert 
J. Alexander and replies by the author. Bibliogra- 
phy; index. 

Norwegian Ministry of Finance, Planning 
Department. Integration of social aspects into 
macro-economic planning and policy-making; Re- 
port from an international meeting 6th-8th De- 
cember 1978 in Oslo, Norway. Oslo: Author, 1979. 
Irregular. Paper. JEL 79-0659 

Elight previously unpublished papers by plan- 
ners exploring the information requirements, 
methods of evaluation, and organizational frame- 
works appropriate for achieving economic adjust- 
ments on the national level without increasing so- 
cial problems. Authors include: Tor Saglie, Kauko 
Mannermaa, H. A. von Stiphout, Karl Klemola, 
Marcin Swiecicki, Marko Selan, Jergen Hosted, and 
Ame S. Dolven. Also included are comments, 
meeting reports, and addresses. No index. 

Seers, Dudley; Schaffer, Bernard and Kilju- 
NEN, Marja-Liisa, eds. Underdeveloped Europe; 
Studies in core-periphery relations. Harvester 
Studies in Development, no. 2. Atlantic Highlands, 
N.J.: Humanities Press, 1979. Pp. xxi, 325. 526.50. 

JEL 79-0660 

Fourteen papers originally presented at a work- 
shop in November 1977 at the Institute of Devel- 
opment Studies at the University of Sussex. Papers 
discuss applications of the core-periphery theory 
of development to Western Europe and focus on 
the similarities between its core-periphery rela- 
tionships and those relations linking the core and 
the periphery of the world as a whole. Part one 
presents general issues; part two discusses the mi- 
gration of people and capital, including case stud- 
ies of Ireland and the Mediterranean area; part 
three focuses on core-periphery relations vis-d-vis 
development in Portugal, Spain, Greece, and 


Southon Italy; part four comlders the Noartfa- 
Westmi periphery in ttudiet of Ireland, Sootfamd, 
and Finland. Hie editon are Profonotial Fdlow 
at the University of Sussex, Profe s so ri al Fellow, 
and Reseanfo Officw, reqwctivdy, of die Institute 
of Development Studies. Statistical af^wndlx; in- 
dex. 

United Nations Industrial Development 
Organization (UNIDO). Industrial priorities in 
developing countries; The selection process in Bra- 
zil, India, Mexico, Republic of Korea and Turkey. 
Sales no. 78.n.B.I2. New York: United Nations, 
1979. Pp. xi, 180. $7.00, p^ier. JEL 79-0661 
Five essays examine and assess the process of 
allocating resources in the industrial sector in five 
developing countries with fairly advanced indus- 
trial sectors — Brazil, India, Mexico, Republic of 
Korea, and Turkey. Based on empirical material 
up to circa 1975, stresses process rather than out- 
come; emphasit is on institutional background of 
decision-makers, nature of constraints on decision, 
and choice of policy instruments. Authors include 
Joel Bergsman, Deepak Lai, Leopoldo Solis, Irma 
Adelman, Larry Westphal, Anne O. Krueger, and 
Baran Tuncer. A chapter prepared by the Secre- 
tariat of UNIDO compares some statistical indica- 
tors of industrial development in the countries 
studied; reviews the main methodological alterna- 
tives for selecting industrial priorities; and pre- 
sents a conceptual outline of the selection process. 
No index. 

ZuvEKAS, Clarence, Jr. Economic development; 
An introduction. New York: St. Martin’s Press, 
1979. Pp. XV, 433. $14.95. JEL 79-0662 

Text written from an interdisciplinary perspec- 
tive stressing policy and empirical findings rather 
than an overall development theory. Aims at bal- 
ance between theory and policy. Including histori- 
cal development and empirical evidence. After 
discussing the terminology of and the obstacles 
to development, the author examines population 
growth, trade and development, and the role of 
government. Also covers: Ae problems of agricul- 
ture and industry, income distribution, employ- 
ment, mobilization of domestic and foreign sav- 
ings, manipulation of trade to the advantage of 
the developing counby, and the limits to growth 
controversy. Presumes acquaintance with basic 
macro and micro theory. Each chapter includes 
a list of suggested readings. 'Die author is an econo- 
mist in the U.S. Department of Agriculture. In- 
dex. 

See also; Book Numbers /£L 79-0675, 79-0681, 79- 
0752, 79-0788 
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ALAMOni, M(»llum»K. BangladMkA camt^b^om 
povtrty Im^tlmfuaibrium trap, Dacca, B a n g t ad wh i 
BanriaAiah InfUtutc of Development Studies, 
1878. Pp. xvB, 186. $14.00, doth; $10.00, paper. 

JEL 79-0663 

A case study of PIFD (poverty, inequality, fam- 
ine, and death) and the concept of “Below Poverty 
Level Equilibrium Trap,” a level of existence that 
occurs between poverty and famine. Ex a mine s 
real income, poverty, and inequality in Bangla- 
desh; analyzes the social forces and historical proc- 
esses that have produced PIFD in Bangladesh; and 
critically evaluates development strategy for the 
area. Cmcludes that “traditioiMl teachings of eco- 
nomic development do not provide solutions” and 
argues diat the situation in Bangladesh “cannot 
. . . improve until an end is brought to the domi- 
nance of the comprador bourgeoisie and other 
classes representing basically semi-feudal /semi- 
colonial interests. The author is with the Bangla- 
desh butitute of Development Studies, Dacca, and 
the Institute for Intenutional Economic Studies, 
Stockholm. Index. 

Blacxaby, Frank, ed. De-industrialisation. Na- 
tional Institute of Economic and Social Research, 
Economic Policy Papers, no 2. London; Heine- 
mann Educational Books, 1979. Pp. 275. $30.95, 
cloth; $14.95, paper. /EL 79-0664 

Ten previously unpublished papers plus com- 
ments, given at a conference organized by the 
National Institute, on the possible trend towards 
a contraction in British manufecturing. Discusses; 
existing trends; the explanations for the U.K.'s fall- 
ing share in world manufacturing, including lack 
of technical innovation and management; non- 
price factors; and possible policy avenues. A brief 
report on the discussion at the conference is pro- 
vided. The editors is Deputy Director, National 
Institute of Economic and Social Research. Index. 

Blasier, Cole and Mesa-Laco, Carmelo, eds. 
Cuba in the world. Pitt Latin American Series. 
Pittsburgh: University of Pittsburgh Press, 1979. 
Pp. vii, 343. $21.95, cloth; $5.95, paper. 

JEL 79-0665 

Fifteen papers, all but four previously unpub- 
lished, on Cuba's political and economic role in 
world affairs. Contributors are Cuba specialists in 
various academic disciplines from the United 
States, l.sitin America, Canada, Australia, Europe, 
and Isracd. Earlier versions of many of the papers 
were first presented at an international confer- 
ence, “Tlie Role of Cuba in World Affairs,” at the 
University of Pittsburgh, 15-17 November 1976. 
Index. 


Chaudhuri, Pranot. Th» Indian aeonomy; Fovarty 
and davalopmmt New York: St. Martin’s Press, 
1979. Pp. be, 979. $18.95. /EL 79-0666 

A “structuralist” view (ff Indian economic devel- 
opment for tiie perio 1950-74. Cotnposed of three 
parts; part one describes the resource base of the 
Indian economy in 1950; discusses economic 
growth during the past twmty-five years; exam- 
ines questions of resource mobilization, stability, 
and s^-reliance; and assesses economic perform- 
ance in Indian agriculture and industry. Part two 
explores the structure of poverty and the state 
of “the poor.” Part three focuses on the role of 
the state in the formulation and execution of eco- 
nomic policy. Observes that there has been a sharp 
decline in the rate of growth since 1965-67 and 
that severe poverty continues; attributes this situa- 
tion to “the predilection of the plaimers to talk 
in terms of general solutioiu to general problems." 
Argues that the structuralist approach would, for 
example, identify who is poor and what the pov- 
erty consists of and would have identified the need 
to increase (bod-grain production and to improve 
its distribution. The author is Reader in Economics 
at the University of Sussex, School of African and 
Asian Studies. Bibliographical references; index. 

Evans, Peter. Dependent development; The alli- 
ance of multinational, state, and local capital in 
Brazil. Princeton, N.J.: Princeton University Press, 
1979. Pp. xviii, 362. $20.00, cloth; $5.95, paper. 

JEL 79-0667 

Analyzes the forces that maintain the alliance 
of multinational corporations, the state, and local 
capital to accumulate industrial capital in Brazil. 
Uses material gathered in interviews over a five- 
year period with 150 corporate executives, com- 
bined with business publications, and other data 
to examine patterns of investment and business 
behavior. Ejq>lores the bases for conflict and'Coop-. 
oration among segments of the Brazilian elite and 
of representatives of international capital. Main- 
tains that Brazilian industrial development must 
be understood in the framework of the capitalist 
world economy. Argues that this “dependent de- 
velopment” does not represent a break with past 
U.S. history. The author is Associate Professor of 
Sociology at Brown University. Bibliography; in- 
dex. 

GoVLET, Denis. Looking at Guinea-Bissau; A new 
nation's development strategy. ODC Occasional 
Paper, no. 9. Washington, D.C.; Overseas Develop- 
ment Council, 1978. Pp. 66. $2.50, paper. 

JEL 79-0668 

Case study of the “alternative development 
strategy” of small, resource-poor nation on the 
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weat coast of Afitea (fonnerly Portuguese Guinea). 
lUs Mrategy emirfuaizes d>e equitable distri* 
button of benefits mote than economic growth and 
the involvement of local communities in decisions . 
Discusses die role played by the African Party for 
die Independence oS Guinea and Cape Verde 
(PAIGC) and possible obstacles to success, includ- 
ing foreign aid, project inefficiency, and politicali- 
zation of economic decisions. Concludes that fu- 
ture prospects are hopeful; die PAIGC is the main 
source of strength in development and is the key 
to success. The author is a Senior Fellow at the 
Overseas Development Council. Bibliography; no 
index. 

Graham, Lawrence S. and Makler, Harry M. 
Contemporary Portugal: The revolution and its an- 
tecedents. Foreword by Juan J. Linz. Austin and 
London: University of Texas Press, 1979. Pp. xliii, 
357. $24.95, cloth; $7.95, paper. JEL 79-0669 

EUeven articles, selected from the multidiscipli- 
nary and cross-national research of the Interna- 
tional Conference Group on Modem Portugal. 
The first five analyze the social, economic, and 
political nature of the authoritarianism and corpo- 
ratism during Portugal's Salazar-Caetano era from 
1932 to 1974; the second six focus on the revolu- 
tionary and post-revolutionary period, including 
a chapter on the transition between the two. Some 
specific topics are the impact of the authoritarian 
regime via the corporative system on the industrial 
elite; peasant political relations during the Salazar 
era; the role of the military in politics; the correla- 
tion between electoral behavior in 1975 and so- 
cioeconomic differences in the state; the impact 
of emigrant remittances on Portugal's economy 
in the 1960's and 1970's. Includes an introduction 
and an epilogue. The editors are Associate Direc- 
tor of the Institute of Latin American Studies and 
Professor of Government at the University of 
Texas at Austin and Associate Professor of Sociol- 
ogy at the University of Toronto, respectively. No 
index. 

HatiboClu, Zeyyat. Growth and rents in develop- 
ing countries. Istanbul: Aktif Biiro Basim Organi- 
zasyon, 1979. Pp. 118. $12.00, cloth; $6.50, paper. 

JEL 79-0670 

Proposes a model of economic growth for im- 
port-substituting developing countries linking 
earning differentials between agricultural and 
non-agricultural sectors to the price ratio of traded 
and non-traded goods. Discusses formal and practi- 
cal consequences of income growth based on eco- 
nomic rents (prices of factors in inelastic supply); 
recalculates growth of Turkish national income, 
including the impact of earnings differences in the 


agricultural and nonagricultural sectors, and finds 
diat per capita income should be some 60 percent 
of the official figures; and hig^iligdits how conven- 
tional analysit faib to address the most difficult 
problems facing the Turkish economy. The author 
is Professor of Economics at the Technical Univer- 
sity of Istanbul and Institute, of Business Adminis- 
tratidn at Istanbul University. No index. 

Johnson, B. L. C. . India; Basources and develop- 
ment. New York; Harper & Row, Barnes fit Noble; 
London: Heinemann Educational Books, 1979. Pp. 
xi, 211. $22.50. JEL 79-0671 

A holistic view of post-independence India, fo- 
cusing on her environment and use of resources. 
In five parts, part one discusses the political and 
economic systems vis-d-vis India's diverse pop- 
ulation and culture; part two explores Indian agri- 
culture, particularly water resources, crop dis- 
tribution, crop associations, and agricultural 
transects; part three surveys industrial resources, 
manufacturing, population distribution, and urban 
characteristics; part five reviews development 
since 1947 and offers an "optimistic" view of the 
future, despite much apparently contradictory evi- 
dence. The author is Professor and Head of the 
Department of Geography, Australian National 
University, Canberra. Index. 

Keudar, Abbas, ed. The integration of modem 
Imq. New York; St. Martin's Press, 1979. Pp. 200. 
$19.95. JEL 79-0672 

EUeven previously unpublished papers by British 
and local scholars on development in the areas 
of history, politics, and economics in modem Iraq, 
originally presented at a seminar sponsored and 
held at the Near and Middle East Centre of the 
School of Oriental and African Studies (University 
of London) in June 1977. Papers of economic inter- 
est include Atheel Al-Jomard on internal rural- 
urban migration, Shakir M. Issa on income distri- 
bution in 1971, Keith McLachlan on regional de- 
velopment, and Edith Penrose on industrial policy 
and performance. Other papers cover election, 
military, and political leadership issues. The editor 
is Lectmer in Middle East Politics at the School 
of Oriental and African Studies. Index. 

Korea Development Institute. Long-term pros- 
pect for economic and social development 1977- 
91. Seoul: Author; distributed outside Korea by 
the University Press of Hawaii, Honolulu, 1978. 
Pp. vil, 305. Paper. JEL 79-0673 

The English version, slightly modified and up- 
dated, of a study for the Economic Planning Board, 
published in Korean in 1978. Identifies the mgjor 
tasks facing the Korean economy and indicates 
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priority ftUcy *•** "*** y®*"- 

AnUc^riM oontlmied rapid growth, ntbriantial 
cbangM in the Induitrial itnicture, improved labor 
productivity, locial development, ai^ improved 
equity of income diftribution. Diacunei inveat- 
ment and Mving; foreign trade; technological in- 
novattona; energy demand and lupply: the mod- 
ernization of agriculture, troniportation and 
communicaticHM; education; national welfare; dis- 
tributive equity: and the proipecU of mafor indus- 
tries. Some macroeconomic projections for Korea 
for 1077-61 are (1) an average annual increase 
in CNP of 10. 1 percent, (2) on increase in the value 
added in manufacturing of 12.9 percent per year, 
and (3) an average annual increase of government 
ejqxniditures of 10.7 percent. Statistical appendix; 
no index. 

Krylov, CONffTAimN A. The Soviet Economy; How 
it really workt. Lexington, Moss., and Toronto: 
Heath, Lexington Books, 1979. Pp. xiv, 255. 
$17.95. JEL 79-0674 

Bases the description of the Soviet economy on 
examination of writings of Soviet scientists, econo- 
mists, and other individuals directly involved in 
the Soviet economic system. Discusses topics such 
as the Soviet adaptation of the market, national 
economic planning in general and in the Soviet 
Union, the militarization of the Soviet economy, 
national accounting, industry, labor, agriculture, 
domestic trade, finances, and foreign trade. Argues 
that "the Soviet economic system is the fruit of 
an ill-considered, poorly thought out, and crudely 
conducted experiment,” and "the general, long- 
term prospects under the present conditions are 
for the Soviet economy os a whole to work less 
efiiectively, increasing the gap between its scien- 
tific and technical level and that of the leading 
countries.” Until his death in 1977, the author 
taught at the U.S. Army Institute for Advanced 
Russian and East European Studies in Germany. 
Index. 

Lbcum, Coun, srr al. Africa in the 1980s; A conti- 
nent in crisis. IBSOs Project/ Council on Foreign 
Rriations. Introduction by Catherine Gwin. 
New York; London; Tokyo and Toronto: McGraw- 
Hill, 1979. Pp. xU, 232. $9.95, cloth; $6.95, paper. 

/EL 70-0675 

lliree studies of the prospects for economic and 
political development in the nations of sub-Sa- 
haran Africa, in the 1980’s, their roles in world 
ptditics, and the possibilitieB of external interven- 
tion. In the flnt study, Colin Legum discusses the 
likelihood cS continuing ethnic conflict within and 
amcmg African states os well as increased involve- 
ment by major outside powers in these conflicts. 


The focus of the second study by 1. William Zort- 
man is on the politics of managing scarce domestic 
resources and the sociopolitical trends within Af- 
rica and with non-African countries. In the third 
study, Steven Langdon and Lynn Mytelka argue 
that strong external links “have led and ore leading 
to increasing segmentation and inequality in many 
African countries, to growing employment prob- 
lems, and to ongoing poverty for most Africans.” 
They predict changes in development policy to- 
ward greater self-reliance. Includes an introduc- 
tion by Catherine Gwin. Selected bibliography; 
index. 

Leftin, Gert and Melzer, Manfred. Economic 
reform in East German industry. Translated from 
the German by Rocer A. Clarke. Economic Re- 
forms in East European Industry Series. Oxford 
and New York: Oxford University Press, 1978. Pp. 
XXV, 200. $32.00. JEL 79-0676 

Assesses the_economic and political impact on 
East Germany of the reform program introduced 
in 1963 known as the "New Economic System” 
(NES). Discusses the factors leading up to the deci- 
sion to experiment with a centrally-coordinated 
limited incentive system; the role of state planning 
under the NES; changes in enterprise-level man- 
agement methods; causes of the termination of 
NES in 1970; and performance of the economy 
after NES through 1975. The authors are Professor 
in the East European Institute of the Free Univer- 
sity of Berlin and Researcher at the German Insti- 
tute of Elconomic Research, respectively. Index. 

Momoyama Gakuin University, The Research 
iNSTnVTE. Symposium of Bocconi University and 
Momoyama Gakuin Unit>ersity, 23-24 August 
1977; Changing contemporary Japanese society; 
From the vietvpoint of international comparison. 
Osaka: Author, 1977. Pp. 115. Paper. 

JEL 79^77- 

Eleven papers plus three addresses by Italian 
and Japanese scholars compare economic, social, 
political, and historical conditions in Japan and It- 
aly. Part one compares Japanese and Italian condi- 
tions and policies pertinent to postwar economic 
growth. Part two considers the relationship be- 
tween government and business in each coimtry. 
Part three focuses on the political processes in the 
postwar period. Part four discusses the role of 
trade unions in Italy and postwar changes in the 
occupational and employment structure in Japan. 
No index. 

Organisation for Economic Co-operation and 
Development. OECD Economic Surveys; France. 
Paris: Author, 1979. Pp. 63. $3.00 per country; 
$50.00, per series; paper. JEL 79-0678 
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Survoyi noent domeitic trends in the FVeneh 
economy; Identifies dw determinants of the im- 
IHOVonent in F^tauce’s baknoe-o^payments; ana- 
lyses the conduct of economic pclioy; and c<m- 
dudes with the outlook for 1979 and a discussion 
of economic policy. Forecasts a leas favorable out- 
look than the French authorities, predicting a 
growth of activity closer to 3 percent than 4 per- 
cent, and recommends cautious policy with regard 
to France’s high rate of inflation. Includes a statisti- 
cal annex. No index. 

OBCANISATION FX>R ECONOISIC Ck)-OPEIUTION AND 
Oeveix>pment. OECD Economic Surveys: United 
Kingdom. Paris: Author, 1979. Pp. 60. $3.00, pa- 
per. JEL 7S-0679 

Reports the economic developments in the 
United Kingdom in 1978; discusses fiscal and mon- 
etary policies during the late 1977-78 period; and 
examines the progress and the policies for re- 
covery from the 1974/75 recession. Qtes eco- 
nomic data including developments for 1978: the 
recovery in productive investment, a continued 
fall in unemployment, an approximate balance in 
the current external account, a reduction in price 
inflation, and a stable exchange rate. Calling infla- 
tion the U.K.’s most pressing problem, advises 
tight monetary and fiscal policies, the need for a 
greater share of profits in national income, and 
the stimulation of growth in investment. Statistical 
annex; no index. 

Rabushka, Alvin. Hong King: A study in economic 
freedom. The 1976-77 William H. Abbott Lectures 
in International Business and Economics. Chicago: 
University of Chicago, Graduate School of Busi- 
ness, 1979. Pp. X, 129. $10.00. JEL 79-0680 
A study of the political economy of Hong Kong. 
Focuses (1) on its political geography and historical 
evolution as a free market economy, (2) public fi- 
nance and the policy of nonintervention, (3) the 
facts of “doing business” in Hong Kong, and (4) 
a consideration of Hong Kong’s uniqueness and 
its future. Based on the 1976-77 William H. Abbott 
Lectures in International Business and Economics 
delivered at the University of Chicago. Contains 
statistics up to March 1978. The author is Senior 
Fellow at the Hoover Institution. No index. 

Standing, Guy and Szal, Richard. Poverty and 
basic needs: Evidence from Guyana and the Phil- 
ippines. A World Employment Programme Study. 
Geneva: International Laboin Office, 1979. Pp. 
viii, 154. $7.45, paper. JEL 79-0681 

Two studies, individually written, of the extent 
and incidence of poverty and economic inequality 
in Guyana and the Philippines. Each focuses on 


bile iMMxis, rtm hasle AiHW»ln|wiyeMl 

pdides of dw two govemmeiiti, and die “inade- 
quate and inapprqpriate” data availalde. ’The au- 
thon agree diat structural factors are reqpotuible 
for poverty and inequality and that marginal poli- 
cies designed to improve a “basic need" separate 
from the econondc, political, and social systems 
are imlikely to achieve sustained redfstributional 
incmne. In the paper “Socialism and Basic Needs 
in Guyana," Guy Standing concludes that “poverty 
and inequalities of various kinds remain serious 
and reflect, in large part, the barriers to the trans- 
formation of the economic and social structure 
erected in the course of the contrived stagnation 
of Guyuia before independence.’’ In die second 
paper, “Ihe Distribution of the Benefits of 
Growth: Basic Needs in the Philippines,” Richard 
Szal concludes that the development strategies of 
redistribution with growth have not gready im- 
proved the welfare of the Filipino poor, and he 
emphasizes the integration of the people’s ex- 
pressed needs into the planning process. Selected 
bibliography; no index. 

Taylor, Lance. Macro models for developing coun- 
tries. Economics Handbook Series. New York; Lon- 
don; Montreal and Paris: McGraw-Hill, 1979. Pp. 
xii, 271. $19.00. JEL 79-0682 

Draws together macro models designed for ex- 
amining the difficulties faced by LDC’s. I>eals flnt 
with short-nm models. Reviews national-account- 
ing frameworks, applying particular ones to Portu- 
gal and Egypt and discusses three models incorpo- 
rating markup pricing and designed with 
inflationary shifts in mind. Moves to medium- and 
long-run modek that deal with growth and infla- 
tion and discusses applications of tivo flexible-price 
models to Brazil. Also covers: fixed-price disequi- 
librium modeb; modeb related to money, credit, 
and inflation; the Ricardian modeb of long-term 
economic change; surplus labor models; the Leon- 
tief-Sraffa model; and project evaluation criteria. 
Requires only elementary calculus and linear alge- 
bra; technical material has been relegated to the 
appendices. The author b Professor of Nutrition 
Economics at the Massachusetts Institute of Tech- 
nology. Subject and name indices. 

Townsend,JamesR., compiler. The People’s Repub- 
licofChina:A basic handbook. New York: Council 
on International and Public Aflnairs in cooperation 
with The China Council of the Asia Society; distrib- 
uted by Learning Resources in International Stud- 
ies, New York, 1979. Pp. viii, 96. $3.50, paper. 

JEL 79-0683 

Outlines the information on land (including 
weather, economic, political, and population 
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mapi) Mid the CSitneie peoide; the history ot the 
Chln^ revolutioo; government snd foreign rela- 
Uons; economic development Mid foreign trade: 
social organkation, education, and public health: 
and C3iinete daily Ufo' OSms references and sug- 
gested readings for more detailed information. 
The compiler is Professor of Political Science at 
the Unlversily of Washington. No index. 

Sm also; Bo(dc Numbers /££, 79-0656, 79-0657, 79- 
0660, 79-0686, 79-0688, 79-0702, 79- 
0739, 79-0835 

130 Economic Fluctuations: Forecastino: 

Stabilization; and Inflation 

BaCKMAN, Jules, ed. Economic growth or stagna- 
tion; The future of the U.S. economy. The ITT Key 
Issues Lecture Series. Foreword by HahoU) S. 
Geneen. Indianapolis: Bobbs-Merrill, 1978. pp. xii, 
156. Paper. JEL 79-0684 

Six papers, comprising the seventh volume in 
the Key Issues Lecture Series at the College of 
Business and Public Administration, New York 
University. The first lecture, by Jules Backman, 
Hesearoh Professor Emeritus of Economics, New 
York University, presents an overview of the ques- 
tion "Economic Growth or Stagnation?” Professor 
Backman reviews the stagnation theories and dis- 
cusses current problem areas in the U.S. econ- 
omy — low population growth, high energy prices, 
environmental costs, raw materials availability, 
capital shortages, and the continuing shift to a 
service economy; he concludes that “economic 
growth must remain a mt^or goal of public policy.” 
In the subsequent papers, Edwin Mansfield dis- 
cusses the role of technology: Norma Pace, the 
role of capital creation: Bruce C. Netschert, availa- 
bility of mineral raw materials; John C. Sawhill, 
the role of energy; and Victor R. Fuchs, the service 
industries and U.S. economic growth since World 
War II. No index. 

Bonello, Frank, J. and Swartz, Thomas R., eds. 
Alternative directions in economic policy. Notre 
Dame and London; University of Notre Dame 
Press, 1978. Pp. xvii, 183. $12.95, cloth; $3.95, pa- 
per. JEL 79-0685 

Six articles (five previously unpublished) assess- 
ing the impact of U.S. economic policy on the 
world economy and the impact of global develop- 
ments on U.S. economic policy. Contributions in- 
clude "Macroqconomic Performance and Policy; 
A Thirty-Year Perspective” (Frank J. BOnello and 
Thmnas H. Swartz): “Crisis in the American Elcon- 
omy” (Charles K. Wilber and Kenneth P. Jameson), 
“Understanding Inflation" (Lawrence R. Klein), 
“Business and Government: The Changing Rela- 


dcmship" (Murray L. Weidenbaum), “Hie Social 
Control of Economic Power” (Willard F. Mueller), 
and “The Great Recession of the 1970a; Domestic 
and International Ccmsideratioiis" (Leonard A. 
Rapping). The editors are Assodate Professors of 
Elconomics, University of Notre Dame. No index. 

Brittan, Samuel The economic consequences of 
democracy. New York; Holmes & Meier, 1077. Pp. 
xvi, 298. $19.50, cloth; $9.75, paper. 

JEL 79-0686 

This book is now available from an American 
distributor. [See JEL, no. 78-0392 for annotation.] 

Center for the Study of American Business. 
Alternative policies to combat inflation; Proceed- 
ings of a conference cosponsored by Center for 
the Study of American Business and Federal Re- 
serve Bank of St. Louis, St. Louis, Missouri, Novem- 
ber 28, 1978. Working Paper no. 40. St. Louis: 
Washington University Center for the Study of 
American Business, 1979. Pp. iv, 120. Paper. 

JEL 79-0687 

Comprises three mi^jor papers, two supplemen- 
tal papers, comments, and the Keynote address, 
by Karl Brunner, who criticizes what he feels is 
a commitment to permanent inflation and advo- 
cates lower monetary growth. The mejor papers 
are by; Beryl M. Sprinkel, who argues that inflation 
could be controlled by keeping spending in line 
with the increases in total production; Sidney 
Weintraub, who proposes a tax-based incomes pol- 
icy for inflation control; and Robert Nathan, who 
supports guidelines and comments that policies 
aimounced by President Carter for dealing with 
government spending, taxation, regulations, com- 
petition, productivity, and trade policies are 
equally important measures for inflation control. 
Supplemental papers include the discussions of the 
relation between monetary policy and institutional 
structure (Murray L. Weidenbaum) and the gov- 
ernment’s stake in economic instability (Paul Craig 
Roberts). No index. 

Ghosh, Santikumar. Inflation, structural change 
and external equilibrium. Calcutta: Wodd Press, 
1978. Pp. vu, 125. $2.50, paper. JEL 79-0688 

Briefly reviews the meaning, types, causes, con- 
sequences of, and various thaoretioal approaches 
to inflation; then recounts tihe recent Indian expe- 
rience (1960-75) with inflatfon, particularly in in- 
dustry. Also discusses a “structural analysis of In- 
dian economic problems and policies” and “India 
and international trade.” Appendices discuss 
“problems of inflation under socialism” and “eco- 
nomic integration of developing countries for mu- 
tual development.” The author is Head, Depart- 
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raent of Economics, BoUndro Bharati University. 
Index. 

OzMUCUB, SthJBYMAN. CycUs in monty and price*; 
Spectral repretentadon. Bdgazici University Publi- 
cations no. 140. Istanbul; Bdgazici University, 
School of Administrative Sciences, Department of 
Economics, 1978. Pp. viii, 86. Paper. 

JEL 79-0689 

Investigates the existence of cycles and lead- 
lag relaUonships in money and prices using univar- 
iate and bivariate spectral analysis. Surveys theo- 
retical and empirical work on relationships be- 
tween money, income, and prices; discusses 
problems associated with practical applications of 
spectral techniques; and provides an empirical 
study of the U.S. economy from May 1907 to April 
1674 and of the Turkish economy from January 
1961 to November 1673. Findings suggest the ex- 
istence of 40-month cycles in money, output, and 
prices and suggest a consistent lead of money over 
prices. Originally prepared as a M.A. dissertation 
for the Department of Econometrics at the Uni- 
versity of Manchester. The author is on the Faculty 
of Economics at BdgaziQi University, Istanbul. In- 
dex. 

Peterson, Glen. Money is what money does: A 
minibook on the macroeconomy. Hicksville, N.Y.; 
Exposition Press, 1979. Pp. 116. $7.00. 

JEL 79-0690 

Views of an engineer /physicist on the compo- 
sition of the macroeconomy and its functioning. 
In an attempt to examine why that part of econ- 
omy which accumulates and transmits wealth and 
power "gets the wobblies every so often and 
breaks,” the author specifies the "Fort Wayne 
Model — 1944” (year developed), in which the 
functional equations are reducible to two vari- 
ables: time and money. Argues that the quantity 
of money should be a continuous, single-valued 
analytic frmction and defines money as the amount 
of money invested in the macroeconomy at any 
instant of time, taking into accout interest and divi- 
dends. Argues that all our economic problems are 
caused by erroneous money concepts and poli- 
cies — "we simply don't generate enough macro- 
income to meet our macro-expenditures,” i.e., we 
are insolvent. The author, founded his own firm 
in 1956. No index. 

Posner, Michael, ed. Demand management 
National Institute of Ekionomic and Socisd Re- 
search, Economic Policy Papers, no. 1. London: 
Heinemann Educational Books, 1978. Pp. ix, 242. 
$28.65, cloth; $12.95, paper. JEL 79-0691 

Eleven papers and a report on discussion on the 
application of alternative methods of demand 


management to certain teal eoMKunic aituationai 
originally presented at a conference qxnsored by 
the National Institute of Economic and Social Re- 
seardt (NIESR) held at Birkhedc College in De- 
cember 1977. lb part one proponents for the Cam- 
bridge Econmnic Policy Group, the NIESR group, 
the London Business School, and the Mcsmtariat 
school foutline their perceptloha of action for de- 
mand management for Britain in diree periods: 
1964-69, 1970-75, and 1977-81. Part two includes 
seven piqiOTS that comment on the methods, 
sources, and specifications of the various modek 
and their findings for fiscal, monetary, stabilixa- 
titm, and balance of payments policies. The last 
paper reports on discussions, emphasiz in g the ma- 
jor analytical and policy stands. 'Die editor is a 
Fellow at Pembroke College and a Reader in Eco- 
nomics in the University of Cambridge. Index. 

Spivey, W. Allen and Wrobleski, William J. 
Econometric model performance in forecasting 
and policy assessment American Enterprise Insti- 
tute Studies in Economic Policy, no. 225. Washing- 
ton, D.C.: American Enterprise Institute for Public 
Policy Research, 1979. Pp. 77. $3.25, paper. 

JEL 79-0692 

Analyzes modes of evaluating econometric 
model performance and studies the actual fore- 
casting performance of four large-scale econo- 
metric modek. Includes a brief overview of the 
characteristics of linear and nonlinear modek and 
of conventional methods of model evaluation as 
well as a survey of previous studies of the forecast- 
ing performance of major econometric modek. 
Provides a study of descriptive measmes of quar- 
terly forecast errors from the modek of Wharton, 
DRl, Chase Econometric Associates, and the De- 
partment of Commerce's Bureau of Economic 
Analysis. Discusses the major issues of statistical 
inference in analyzing forecast performance and 
presents a critique of some studies of the policy 
multiplier performance of econometric modek. 
Finds traditional descriptive measures of forecast 
performance to be inadequate and time-period 
specific; finds current studies ignoring the exten- 
sive correlation structure of forecast errors; points 
to the need for small sample inference procedures; 
and concludes that existing studies fail to establish 
the plausibility of multiplier paths calculated from 
econometric modek. The authors are both Profes- 
sors of Statistics at the University of Michigan 
Graduate School of Business Adminktration. No 
index. 

Sturm, A. Bryan, ed. Proceedings of the third Pa- 
cific Basin Central Bank conference on econo- 
metric modelling. Volume 1. Penny Joseph, As- 
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ibtMit Editw. Wdiington: Reierve Bmk of New 
1978. Pp. 212. Paper. JEL 7^C693 

Nine previouily unpubUdud p^>er« on theoreti- 
cal and practical aq)ecta of modeling the financial 
aectoia of open economiet by bankeri and econo- 
micti. Toplct treated include money in the open 
e conomy, the monetary Metin’ and the balance 
of payment!, financial modeling, macroeconomic 
modding, and market lurveyi. Alao include! open- 
ing and eloaing addreiaes, a conference lummary, 
and a tummary of workshop papers. Index. 

VOLCXER, Paul A. The rediscovery of the business 
cycle. Charles C. Moskowitz Memorial Lec- 
tures, no. 19. Now York: Macmillan, Free Press; 
London: Collier Macmillan, 1978. Pp. 86. $10.00. 

JEL 79-0694 

Argues that although there are substantial rea- 
sons to believe that the U.S. economy can avoid 
1830's scale depressions, there is some tendency 
toward long-term (10 to 20 year) business cycles 
and that them swings are influenced by confidence 
and uncertainty as well as other exogeneous 
events. Reviews some of the stabilization policies 
since the Depression and the recessions of the 
postwar period and concludes that the 1074-75 
recession may have been the turning point of a 
long swing. Advises wider recognition of the limits 
of demand management especially when expecta- 
tions are hyperMnsitive to inflation threats and 
warns against considering monetary policy as a 
single remedy for inflation. Suggest that "a more 
cautious and conservative approach by business 
and government can be the harbinger of ... re- 
newed growth and stability, for it can provide a 
kind of prophylactic against renewed economic 
excesses." Mr. Volcker is President and Chief Eji- 
ecutive Officer of the Federal Reserve Bank of 
New York. Includes discussions by Robert A. 
Kavesh and M. Ishaq Nadiri and a Foreword by 
Abraham L. Gitlow. No index. 

See also: Book Number JEL 79-0715 


200 Quantitative Economic Methods 
and Data 

210 Economkthic, Stattstical, and 
Mathematical Methods and Models 

CAEGILL, Thomas F. Money, the financial system, 
and monetary policy. Englewood Cliffs, N.J.: Pren- 
tice-Hall. 1979. Pp. xxi, 552. $16.95. 

JEL 79-0695 

• Policy-oriented text for a one-Mmester course 
in money and banking that stresses the significant 


chan^ in monetary economics cS the past dec- 
ade, primarily from the policy point of view. In 
five parts: money and the economic function of 
the financial system; the institutions, formulation, 
and execution of monetary policy; the themet- 
ical foundations of policy; the monetarist and 
Keynesian debate and other issues; and interna- 
tional considerations. Assumes a background in 
economic principles. Chapters include a summary, 
reading list, and questions for discussion. The au- 
thor is at the University of Nevada, Reno. Name 
and subject indices. 

Haines, Brian. An introduction to quantitative eco- 
nomics. Economics and Society Series, no. 4. Lon- 
don; Boston and Sydney; Allen and Unwin, 1978. 
Pp. 166. $18.95, cloth; $8.95, paper. 

JEL 79-0696 

Introduces and explains the methods and “jar- 
gon” used in testing theories of hypotheses in eco- 
nomics and the difficulties involved in interpreting 
results. Designed for a second-year imdergraduate 
course introducing econometrics, for general 
courses in applied economics, and as a comple- 
ment to courses in theory. Covers the uses of 
econometrics and equations involving economic 
variables; least squares and simple regression for- 
mulas; nonlinear relationships, multiple regres- 
sion, and multicoUinearity; implications of stan- 
dard assumptions made about the error term; 
sources and types of statistical data, distributed 
lag models, and dummy variables; several applied 
studies in macroeconomics (including wage and 
price inflation, monetary policy, investment ex- 
penditure, and the constunption function); and the 
use of structural equations and the idea of two- 
stage least squares. Includes student exercises and 
answers to the numerical parts of questions. As- 
sumes some familiarity with mathematics and sta- 
tistics. The author is Lecturer in Economics, Poly- 
technic of Central London. Further reading; 
index. 

Hausmann, Dirk, ed. Integer programming and 
related areas: A classified bibliography, 1976- 
1978. Lecture Notes in Economics and Mathemati- 
cal Systems, Operations Research, no. 160. Berlin 
and New York: Springer-Verlag, 1978. Pp. xiv, 314. 
$16.00, paper, JEL 79-0697 

Bibliography of available publications related to 
integer programming, published in 1976, 1977, 
and January-March 1978. Classifies 3162 publica- 
tions of 2742 authors alphabetically by first author, 
by 57 main subject areas (and 73 sub-categories), 
and with a co-author index. Includes full biblio- 
graphic information. Represents a supplement to 
an earlier bibliography of 4704 titles (edited by 
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daiis Kiishring, 1876); include* aoooe items missed 
in die earlier b&liography. No index. 

Hwanc, Chinc-Lai and Masud, Abu Syed Md. 
Multiple objective deciskm-making— Methods 
and applications; A staie^ihe^ert survey. In col' 
laboration with Sudhakar R Paidy and Kwanc- 
8UN Yoon. Lecture Notes in Ekxmomics and Math- 
ematical System, no. 164. Berlin and New York; 
Springer-Veiiag, 1979. Pp. xii, 351. $17.80, paper. 

JEL 79-0698 

Reviews and classifies about two dozen recently 
proposed methods for multiple objective decision- 
making (MODM), including discussions of actual 
and proposed applications. Defines and introduces 
a standardized notation for basic MODM concepts, 
presents characteristic features and computational 
procedures for each method along with numerical 
Illustrations, and classifies applications into 12 ma- 
jor topics based on subject area, complete with 
references. The authors are on the Faculty of In- 
dustrial Elngineering at Kansas State University 
and at New Mexico State University, respectively. 
Bibliography of 24 books, monographs, and confer- 
ence proceedings and 424 papers, reports, and 
theses. No index. 

Mohler, R. R. and Ruberti, a., eds. Recent devel- 
opments in variable structure systems, economics 
and biology: Proceedings of US-ltaly Seminar, 
Taormina, Sicily, 1977, August 29-September 2, 
1977. Lecture Notes in Ekronomics and Mathemati- 
cal Systems, Systems Theory, no. 162. Berlin and 
New York: Springer-Verlag, 1978. Pp. vi, 326. 
$16.00, paper. JEL 79-0699 

Twenty-three previously unpublished articles 
on bilinear systems, quadratic systems, and more 
general variable structure or adaptive systems as 
models in applied economics and biology. Authors 
include American, Italian, and Dutch academics 
in the fields of systems engineering, economics, 
biology, and mathematics. Papers analyze variable 
structure systems in terms of system modeling, 
stability, optimal control, variable coefficient mod- 
els, filtering theory, parameter identification, and 
mathematical properties. Includes specific appli- 
cations to ecological systems, information struc- 
tures, migration and population growth, and im- 
munology. No index. 

OsTROSicY, Anthony L., Jr. and Koch, James V. 
Introduction to mathematical economics, Boston 
and London; Houghton Mifflin, 1979. Pp. 371. 
$15.95. JEL 79-0700 

Textbook designed as a one-semester introduc- 
tion to the use of mathematics in economics and 
business at the undergraduate level. Include a 


review (rf basic pre-cale\dus mathematics, an intro- 
duction to differential and integral ca^us and 
their applications, a chapter on matrix algebra, smd 
introductians to linear progr amming and input- 
output analysis. Appendices indude a standard- 
ized examination. Examples and apifficatlons 
throughout. Separate solutions manual for instruc- 
tor* foy Linda C. Goosens) dovprs aiwver* to all 
exercises ($1.10). The authors are Assistant Profos- 
sor of Economics at Illinois State University and 
Dean of the School of Arts and Sciences at ^ode 
Island College, respectively. Index. 

Philups, P. C. B. and Wicxens, M. R. Exercises 
in econometrics. 2 Vok. Oxford: Philip Allan; Cam- 
bridge, Mass.; Ballinger, 1978. xxxvi, 266; xxxvi, 
267-493. JEL 79-0701 

Provides worked and unworked exercises in 
econometric theory and applied econometrics, to 
supplement primary textbook material for ad- 
vanced undergraduates and graduate students by 
detailed exercises and recent advances in econo- 
metrics. First volume consists of five chapters: con- 
cepts, methods and models; the linear model; the 
multivariate linear model; further aspects of the 
linear model; further stochastic models. Second 
volume consists of two chapters: simultaneous 
equation models and dynamic modek. Each chap- 
ter includes an introduction to the subject matter, 
a section of from eight to twenty-five exercises, 
an additional section of discussion and solutions, 
and a section of supplementary questions. “Much 
of the material . . . has not yet appeared in 
textbooks.” Attempts to include references to the 
major textbooks throughout. Does not treat spec- 
tral analysis nor Bayesian econometrics. The au- 
thors are Professor of E^nometrics at the Univer- 
sity of Birmingham (U.K.), and Reader in Econo- 
metrics at the University of Essex, respectively. 
Bibliographies and indices in each volume. 

See also: Book Numbers /£L 79-0689, 79-0726 79- 
0765 

220 Economic and Social Statutical 
Data and Analybu 

Grant, James P. Disparity reduction rates in social 
indicators; A proposal for measurittg and target- 
ing progress in meeting basic needs. ODC Mono- 
graph, no. 11. Washington, D.C.: Overseas Devel- 
opment Council, 1978. Pp. 80. $3.00, paper. 

JEL 79-0702 

Develops a “disparity reduction rate” (DRR), 
which is to be used as a complement to the per 
capita GNP indicator in evaluating progress. After 
discussing basic needs and the question* that arise 
when trying to meet them, the author presents 
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the DBR, which in «Hence focuies on the disparity 

betwwra the need* of life of the m^ority of the 
pecq^de in the most advanced countrie* and the 
actual condition* in the country under contidera- 
tion,’ the DRR meaMires the rate at which this dis- 
parity narrow* or widens. Applies the DRR di- 
rectly to the cares of literacy, infant mortality, life 
expectancy, and the physical quality of life index. 
Eitinuttes of the DRR for 124 countries for 1960- 
75 plu* those for all 50 states of the U.S. for 1930- 
70 appended. The author is President and Chief 
Executive Officer of the Overseas Development 
Council. No index. 

OsHiMA, Harry T. and Mizocuchi, Toshiyuki, 
eds. Income distribution by sectors and overtime 
in East and Southeast Asian countries: Selected 
papers presented for the CAMS-Hitotsubashi Sem- 
inar held at Marita on September 5 to 7, 1977. 
Quezon Qty, Philippines: Council for Asian Man- 
power Studies; Tokyo: lADRPHU Institute of Eco- 
nomic Research, Hitotsubashi University, 1978. 
Pp. X, 375. Paper. JEL 79-0703 

Fourteen previously unpublished papers dis- 
cussing (1) sector income distribution, covering or- 
igins of inequality, and factors causing changes in 
inequality over time, and (2) expenditure distri- 
bution. Papers focus on the experience of nine 
countries: South Korea, Japan, Taiwan, Hong 
Kong, the Philippines, Thailand, Malaysia, Singa- 
pore, and Indonesia. Includes comments on the 
seminar and siuiunaries of three additional papers 
(two of which explore expenditure distributions). 
The editors are at the Council for Asian Manpower 
Studies, Quezon City, and the Institute of Eco- 
nomic Research, Hitotsubashi University, respec- 
tively. No index. 

See also: Book Numbers JEL 79-0625, 79-0654, 79- 
06S6, 79-0684, 79-0842 

300 Domestic Monetary and Fiscal 
Theory and Institutions 

310 Domestic Monetary and Financial 
Theory and Institctions 

Ancell, George. Winning in the commodities mar- 
ket: A money-making guide to commodity futures 
trading. Garden City, N.Y.: Ooubleday, 1979. Pp. 
xix, 333. $12.00. JEL 79-0704 

A step-by-step guide to developing strategies for 
futures trading? Discusses-the fundamentals of the 
commodities market, the advantages and disad- 
vantage* of futures trading, the roles of the specu- 
lator and the broker, price forecasting, chart read- 
ing, leverage, pyramiding, and other techniques. 


The author i* a busineis and financial writer and 
an active futures speculator. Glossary; index. 

Bernstein, Peter L., ed. Security selection and ac- 
tive portfolio management. New York: Institu- 
tional Investor Books, 1978. Pp. 314. 

JEL 79-0705 

Twenty papers originally published in The Jour- 
nal of ^rtfolio Marutgement volumes 2, 3, and 
4, on stock selection. Part one discusses the contro- 
versy about effective and profitable stock selec- 
tion, and part two discusses the use and value of 
traditional stock selection techniques, including 
corporate returns, the Benjamin Graham system, 
relative stock valuation, financial ratios, buying 
stocks that are making new highs, and dividend- 
based discount rates. The last two parts look at 
security selection as related to modem portfolio 
theory and recent techniques. P. L. Bernstein is 
editor of The Journal of Portfolio Marutgement 
No index. 

Cleeton, Claud E. Strategies for the options 
trader. New York; Chichester, England; Brisbane 
and Toronto: Wiley, Wiley-Intersclence, 1979. Pp. 
ix, 172. JEL 79-0706 

Describes stock options, discusses their uses, and 
provides tools for their evaluation and for maxi- 
mizing leverage for greater profits. Includes treat- 
ments of the short side of the options game, strad- 
dles and related combinations, timing, indicators, 
sigtuds, and option volatility. Provides tables and 
hand calculator programs for finding normal val- 
ues of puts and calls. The author is a Fellow of 
the Institute of Electrical and Electronic Engi- 
neers. Index. 

Deane, R. S. and Nicholl, P. W. E., eds. Monetary 
policy and the New Zealand Jinanciai system. 
Wellington: Reserve Bank of New Zealand, 1979. 
Pp. 353. JEL 79-0707 

Twenty-four articles providing the Reserve 
Bank of New Zealand’s views on monetary policy 
and financial institutions in New Zealand, most 
of which have previously appeared in die Reserve 
Bank’s Bulletin or in its series of research papers. 
Includes descriptions of bank and non-bank fiium- 
cial institutions, the monetary system, and mone- 
tary policy. Also treats special topics such as hous- 
ing and export finance, farm income stabilization, 
and the role of money in the Reserve Bank’s 
econometric model of the economy. Bibliography; 
index. 

Edwards, Frankun R., ed. Issues in financial regu- 
lation. Regulation of American Business and In- 
dustry Series. Columbia University Center for Law 
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and Economic Studiei. New York; London; Peril 
and Tokyo: McGraw-Hill. 1979. Pp. xv. 526. 
$35.00. JEL 7S-0708 

Twelve previously nnpubliihed analytical pa- 
pers by legal and economic scholars, plus related 
commentary, on die legal and economic dimen- 
simu of financial regulatkm, originally presented 
at a series of foculty seminars held at Columbia 
University's Center for Law and Economic Studies 
in the 1076>77 academic year. Papers consider 
the conceptual foundations of government inter- 
vention and the effects of this intervention. The 
authors examine: bureaucratic competition and 
the structure of bank regulation, solvency regula- 
tion, regulating conflicts of interest in the financial 
firm, information disclosure regulation, consumer 
protection in credit markets, electronic funds 
transfer systems, credit allocation schemes, multi- 
national banking, and studies on banking competi- 
tion and performance. The seminars found in part 
that "financial institutions are currently overregu- 
lated” and that considerable regulation could be 
relaxed or eliminated without Jeopardizing the 
goals of such regulation. The editor is Professor 
of Business, Graduate School of Business, Colum- 
bia University. Index. 

Fischer, Donald E. and Jordan, Ronald J. Secu- 
rity analysis and portfolio management. Second 
edition. Englewood Clifis, N.J.: Prentice-Hail, 
[1975] 1979. Pp. xvi, 604. $18.95. JEL 7»-0709 
Introductory undergraduate- or graduate-level 
textbook on investing as a rational decision-making 
process. Organized in six sections: the investment 
environment; framework of risk-return analysis; 
common-stock analysis; bond analysis; technical 
analysis and the efficient market theory; and port- 
folio analysis, selection and management. Includes 
a “comprehensive continuing iUustration of the 
application of the techniques” to the logging in- 
dustry and to Holiday Inns. Revisions include: up- 
dating of data; a new chapter on options; rewritten 
or expanded treatments of transaction costs, taxes, 
accounting information, fixed income securities, 
and end-of-chapter problems. Teaching manual in- 
cludes information on administering a securities 
trading game. The authors teach at the University 
of Connecticut and the University of Bridgeport, 
respectively. Index. 

Francis, Jack Clark and Archer, Stephen H. 
Portfolio analysis. Second edition. Prentice-Hall 
Foundations of Finance Series. Elnglewood Cliffs; 
NJ.: Prentioe-HaU, [1971] 1979. Pp. xvi, 411. 
$16.95. JEL 79-0710 

Text emphasizing economic rationale, mathe- 
matical definitions, took, and numerical examples 


to the exchisitm of fostitutional and descr^itive ma- 
terial. This edition has been e xpanded to seven 
parts: risk estimates; portfolio analysis; portfolio 
theory; utility analysis; asset and liafaiRty manage- 
ment; nonsymmetric distributions of returns; and 
other issues. The number of ^ipesuRces has been 
expanded from six to eij^t, and diey have been 
relocated directly to within tM, chapters them- 
selves. Chapters include lists of references and 
questions and proUems. [See /EL no. 72-0141 for 
annotation of first edition.] The authors are at Ba- 
ruch College, City University of New York, and 
Willamette University, Salem, Oregon, respec- 
tively. Subject and name indices. 

Frowen, Stephen F., ed. A framework of interna- 
tional banking. Guildford, Elngland: Philip Thom 
Associates, Guildford Educational Press, 1979. Pp. 
xiv, 273. £15.00. JEL 79-0711 

Eleven previously unpublished papers by British 
economists on the effectiveness of edsting interna- 
tional banking focilities, originally presented in the 
Management Development Course for Bankers, 
held at the University of Surrey in July 1978. Fol- 
lowing three papers by David T. Llewellyn on a 
theoretical framework for international financial 
intermediation, international banking in the 
1970’s, and the international monetary system and 
two papers by Geoffrey E. J. Dennis on external 
bank positions in both foreign and domestic cur- 
rencies are papers on techniques in international 
banking (Steven I. Davis), debt financing problems 
of LDC's (Cfeorge Forrest and Noel Milk), and the 
evolution of the international monetary system 
(Paul Bareau). Ako includes two papers by Ray 
Shaw on the U.K. money market and London as 
a financial center, and a paper by Richard Walton 
on the financing of North Sea oil. The editor at 
the University of Surrey. Selected bibliography; 
index. 

Goldberg, Lawrence G. and White, Lawrence 
J., eds. The deregulation of the banking and securi- 
ties industries. Lexington and Toronto: Heath, 
Lexington Books, 1979. Pp. vi, 356. $21.95. 

JEL 79-0712 

Fifteen previously unpublished papers and re- 
lated comments by academicians, industry execu- 
tives, and government regulators on the regulation 
of financial markets, originally presented at a con- 
ference sponsored by the Salomon Brothers Cen- 
ter for the Study of Financial Institutions, Gradu- 
ate School of Business Adminktration, Ne<tv York 
University, held at the Center on 18-19 May 1978. 
Part one discusses the regulation and deregulation 
issues facing the capital markets. Part two focuses 
on the recent experiences in the securities market. 
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and part Aiwa dfaeuwai bank ragulation. Tha last 
part tba areas wbara ba n ki n g and Ae 

secu ri ties induriries overbqi and the importance 
of Ae (XhHS-Steagall Act of 1033 separating Ae 
banking and "securitias business.” Themes emerg- 
ing Inoliida: Ae trend toward deregulation is not 
ubiquitousi regulation should be even- h anded; and 
Ae effact of Ae technological changes, such as 
electronic tellen and fund transfer, may change 
the nature of competition among depository insti- 
tutions. Hie editors are Associate Professors of 
Economics and Finance, and Economics, respec- 
tively, at the Graduate School of Business Adminis- 
tration, New York University. No index. 

CliAOOY, Duane B., ed. The bank holding company 
performance coniroverty. Washington, D.C.: Uni- 
versity Press of America, 1970. Pp. xiv, 807. 
123.00, paper. JEL 79-0713 

Forty-two previously publiAed articles on the 
impact of bank holding companies on the operat- 
ing performance of affiliated firms. Grouped into 
ten sections, the papers discuss (1) Ae Bank Hold- 
ing Act and its interpretation, (2) the growA of 
bank holding companies, {3) univariate stuAes of 
the performance of affiliated banks, (4) multivari- 
ate studies of performance, (5) the performance 
of AAvidual bank holding companies, (6) profit- 
ability, (7) capital adequacy, (8) competitive impli- 
cations, <9) nonbank activities, and (10) sununaries 
of social benefits and costs. Acludes editor's intro- 
ductions to each section. The editor is Professor 
of Economics and Finance, MidAe Tennessee 
State University. No index. 

LeuthoU), Raymond M., ed. Commodity markets 
and futures prices. Chicago; Chicago MercanAe 
Exchange, 1979. Pp. 279. $4.00, paper. 

JEL 79-0714 

Eleven previously unpubli Aed papers reporting 
recent empirical and Aeoretical research on com- 
modity futures markets. Most of Ae contributions 
present and empirically test basic hypoAeses re- 
lating to livestock or foreign currency commodi- 
ties traded on Ae Chicago MercanAe Exchange. 
Four basic areas treated include: commodity-price 
behavior; Ae forward-pricing ability of fuAres 
markets; Ae financial implicationa of a hedging 
program; and price relationships over time, space, 
or form. The editor is at the UAversity of Illinois, 
Urbana-Champaign. No index. 

POUUAN, WOUPC^C. The cycliocU responsiveness of 
the demand for money and its stability in an open 
economy.’ The case of Austria. Gdttingen: Vanden- 
hoeck and Ruprecht, 1978. Pp. 69. DM 18.00, pa- 
per: JEL 79-0715 


Conatmcts a modd of consumer demand for as- 
sets, tridng into account a budget constraint for 
Ae ctmsumer sector and ^qiliet the model to 
Austria. Finds indications of a Aift in Ae demand 
for money equaticnM, regarAess of the specifica- 
tion chosra and argues that speculative oqiital 
fiows in Ae international financial markets "pro- 
duced shifts in the demand for money function 
not oAy in Austria but also in other countries.” 
ResAts show Ae importance of Ae distinction be- 
tween short-term and long-term accruals and dis- 
bursals of money. Suggests that uAess monetary 
variaAes in stuAes estimating Ae relative conse- 
quences of fiscal and monetary policies are ad- 
justed for speculative capital flows, resAts A such 
stodies “will be biased against Ae monetarist in- 
terpretation of economic events." No index. 

Richahds, Paul H. UK and European share price 
behaviour; The evidence. New York: Nichols; Lon- 
don; Kogan Page, 1979. Pp. 294. $30.00. 

JEL 79-0716 

Five chapters examining Ae efficient market hy- 
poAesis, each consisting of a lengAy discussion, 
followed by previously published articles, 20 in 
Al. Examines five topics: (1) Ae "weak form hy- 
poAesis" of market eflSciency (a restatement of 
Ae random walk model); (2) risk and its impor- 
tance m formulating strategy; (3) the semi-strong 
form of the efficient market hypoAesis, which 
places emphasis on Ae analysis of published in- 
formation in Ae estimation A the vAue of share 
prices; (4) Ae strong form of Ae efficient market 
hypothesis, which states that Ae price of a share 
represents and folly discounts all Aat can be 
known about Ae company and Ae vAuation of 
its shares; and (5) Ae efficiency in Ae European 
stockmarkets. Sections 1, 3, and 4 refer to Ae U.K. 
stockmarket. Concludes in part that there is^strong 
evidence in favor of efficiency for Ae weak and 
seim-strong form Aat “Ae stockmarket rapiAy 
and accurately discounts new mformation into 
share prices,” implying Aat a system based on his- 
toricA share price data is futile; Ae evidence from 
Ae strong form hypoAesis is not so powerful. 
P. H. Richards is a member of Ae Corporate Dis- 
closure (Committee of Ae Society of Investment 
AnAysts, U.K. Bibliography; auAor index. 

Schmidt, Hartmut. Advantages and disadvan- 
tages of an integrated market compared with a 
fragmented market: Report cf a study. Collection 
StuAes: Competition — ^Approximation of Legisla- 
tion Series, no. 30. Brussels; Office for OffiAA Pub- 
lication of European Communities, 1977. Pp. xxii, 
461. $8.50, paper. JEL 79-0717 
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Aaalyaei and «vaiuatei vaiioui (took market 
■tmcturat in tenni of dieir procedural efficiency. 
Developi criteria for iwrawnent of ftock maricets 
and describes how aecurities are traded on aecond- 
ary markets of eadi of tihe nine E!EC countries, 
in Japan, and in die United States. Assesses the 
advantages of sdected forms of segmented second- 
ary markets over a hontogeneous central stock 
miuket Concludes that EEC securities market 
policy riKHild not attempt to directly intervene 
with national secondary security markets, but 
should “lay the foundations for the competition 
of market organizers, so as to indirectly achieve 
markets properly segmented and adapted to the 
conditions prevailing in each country.” Ihe author 
is Professor of Finance at the University of Ham- 
burg. No index. 

ThoiiIAS, Lloyd B., Jr. Money, banking, and eco- 
nomic activity. Englewood CUBs, NJ.; Prentice- 
Hall, 1979. Pp. xi, 626. $18.95. JEL 79-0718 
Policy-oriented text for a junior or senior course 
in money and banking. After covering the nature 
of money and financial institutions, commercial 
banking, and interest rates, the author considers 
money supply, monetary policy, monetary theory, 
the Keynesian-monetarist debate, inflation, and in- 
ternational finance. Study aids include questions 
for consideration and suggestions for additional 
reading. The author is at Kansas State University. 
Index. 

ZWASS, Adam. Money, banking O credit in the Soviet 
Union O Eastern Europe. Translated by Michel 
C. Vale. White Plains, N.Y.: Sharpe, 1979. Pp. 
X, 233. $18.50. JEL 79-0719 

Evaluates the possibilities and units of the mone- 
tary and credit system of the planned economies 
in the Eastern bloc in the light of the reorganiza- 
tion of the banking system, the evolution of credit 
policy, increased activities of the international 
CMEIA banks, and expansion of East-West trade. 
Assesses the efiectiveness of the controlling func- 
tions of the Eastern banking system and argues 
that “stability of the currency in the planned econ- 
omy is but a fiction.” Examines experiences of 
Eastern countries in drawing limits between state 
budget subsidies and state banking credit, to “mul- 
tilateralize” foreign trade, and to improve the at- 
traction of the transferable ruble for developing 
countries. Concludes that “the integration of East- 
ern naarkets into the world economic and mone- 
tary system is a condition sin qua non for further 
intensification of East-West economic and political 
ralatitms.” The author is a Research Associate at 
toe Viennese Institute for Comparative Economic 
Studies. No index. 


See also; Book Numbert/BC 7»-0m. 79-0690, 79- 
om. 70-0771 

3SM> naCAL Thw»t and Poucyi 
POBUC FINANCI 

Eichnbr, Alfred S. and Brbcher, Charles M. 
Contnlling social sxpsmfriumt.' The search fin 
output measures. Foreward by Eu Ginzbbrc. 
Landmark Studies. Conservation of Human Re- 
sources Series, no. 8. Montclair, N J.: AilanfaeU Os- 
mum distributed by Universe Books, New York, 
1979. Pp. zii, 210. $23.50. JEL 79-0720 

Examines the pntolem of control of social pro- 
grams to make them work more eflfiectively by ex- 
amining and defending output goals and measures. 
Focuses on human resources programs in educa- 
tion, health, mental health, child welfare, social 
services, and public assistance. The a[qm>ach in 
toe first half is theoretical, and in the second em- 
pirical. Tests approach using programs in New 
York City and a survey of the city’s existing infor- 
mation systems on human resource programs, in- 
cluding toe 1975-76 employment training (man- 
power) programs, which had testable data on 
program performance. The experiment with the 
latter program leads to the “optimistic conclusion” 
that appropriate output measures can be con- 
structed and used to monitor program perfor- 
mance. The authors ore Professor of Economics, 
State University of New York at Purchase, and As- 
sociate Professor, Graduate School of Management 
and Urban Professions, the New School for Social 
Research, respectively. Both are Senior Research 
Associates, Conservation of Human Resources Pro- 
ject, Columbia University. Index. 

Fox, WiLUAM F., ET AL. Economies of size in heal 
government: An annotated bibliography. Rural 
Development Research Report no. 9. Washington, 
D.C.: U.S. Department of Agriculture, Economics, 
Statistics and Cooperatives Service, 1979. Pp. ii, 
74. Free, paper. JEL 79-0721 

Contains annotated listing by ten main subject 
areas of 133 papers, reports, books, and disserta- 
tions investigating the existence of economies of 
size or scale in non-metropolitan local govennent. 
As such, refers to supply side costs of providing 
services only; does not include literature con- 
cerned with demand changes related to the size 
of toe governmental unit or those concerned with 
optimal city size. Generally includes literature 
only since 1959. Subject areas include general and 
theoretical work, work dealing with multbde ser- 
vices, and work assessing economies of size in each 
of ei|^t specific service areas. Author index and 
bibliograitoy of rdated tcqiics. 
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Gtn, UAUOatu.Th§ 0i»wmia Uu urban fin 
dtpartmmt John* Hopktn* Stadtot te Urban A^ 
fairt^ Babtmora and London: John* Hopldni Unl- 
vordty Pron, 1979. Pp. xtt. 230. $16.50. 

JEL 79-0722 

Intended at a cate itudy of the allocation of re- 
tourcet in a public tector activity, analy 2 et forcet 
ahupiwj the proviiion of urban fire-fighting ter- 
vicet and eppraitet the efficiency of thete tervicet 
bated largely on a turvey of 371 central city fire 
departmentt (widi 187 tabulated retpontet) acrott 
the United Stotet during 1975. Attempt! to relate 
fire Icatet to pertonnel and tactict; examinet im- 
pact of factor pricet and dty characterittict; ex- 
ploret the nature of incentivei in fire-fighting ter- 
vioe; purtuet the ittue of public vertut private 
tector provition of fire-fighting tervicet; and dit- 
cuttet reladonthlpt between quad-output mea- 
turei («.g., damage and catualtiet) and inputs in 
an attempt to meature the efficacy of d^rent 
inputs relative to their prices. Devotes a chapter 
each to the labor market for fire fighters, techno- 
lot^cal change, and policy proposals. Evaluates the 
policy of financing the fire department with an 
excise tax on fire insurance premiums. The author 
it Asilttant Professor of Economics at Vanderbilt 
University. Bibliography; index. 

Hemeii, Bbrnaho P. Modem public finance. 
Fourth edition. The Irwin Series in Economics. 
Homewood, 111.; Irwin; Georgetown, Ontario; Ir- 
win-Dortey, [1967 . . . 1975J 1979. Pp. xv, 471. 
$16.00. JEL 79-0723 

Introductory text. This edition hat been short- 
ened, but includes new material on; public choice 
and social decision efficiency; distributional equity 
in taxation; the new personal and corporate tax 
laws enacted in 1978; death and gift taxation; the 
aggregate public sector budgetary incidence dis- 
cussion; and changes in CPI and WPI estimation 
and tax-based incomes policy. Statistical data have 
been updated. The author is at the University of 
Arizona. Index. 

Hopkins, Bruce R. Ute law of tax-exempt organiaa- 
tUmt. Third edition. New York; Chichester, En- 
gland; and Toronto: Wiley, Ronald Press, 1979. Pp. 
Jd, 653. $34.95. JEL 79-0724 

Describes federal tax laws relating to Income 
tax exemption for qualified organizations. Materisd 
basically organized by type of tax-exempt organi- 
zatton; and includes descriptions of exemption ap- 
plicatkMi procedures, taxation of unrelated in- 
come. and other administrative and Judicial 
prooedures. Referenced throughout to sections of 
the Internal Revenue Code. Cunuilative supple- 
ments will be published periodically and made 


available at extra cost The author is Professorial 
Lecturer in Law at the George Washington Uni- 
versity National Law Center. Index. 

Institute of Intergovernmental Relations, 
Queen’s University, and Economic Council 
OF Canada. Proceedings of the workshop on the 
political economy of confederation. Hull, Quebec: 
rnnaHian Government Publishing Centre, Supply 
and Services Canada, 1979. Pp. xl, 397. $6.50, 
Canada; $7.80, other countries; paper. 

JEL 79-0725 

Twelve previously unpublished papers plus 
comments from a conference on the various im- 
pacts in the event of Quebec’s secession from 
Canada, held at the Donald Gordon Centre for 
Continuing Education, Queens University, 
Kingston, Ontario, in November 1978. Seven of 
the papers are of economic interest, including T. 
Hazledine on the impact of fiscal Independence 
and tariff changes on living standards in Quebec, 
L. Auer and K. Mills on the present winners and 
losers from Canada’s present tariff framework, A. 
Glynn on the tax and expenditure changes in each 
province that would be necessitated by an inde- 
pendent Quebec, and B. MacDonald on cost of 
government services after secession. Also covers: 
disadvantages to the western Canadians of current 
freight rates, tariffs, and resource taxation (K. Nor- 
rie); regional economic disparities (Y. Rabeau and 
R. Lacroix); and pure decisions and their impact 
on the location of economic activity (F. Martin). 
The remaining papers touch on political and con- 
stitutional issues. No index. 

Kendrick, David A. and Stoutjesdijk, Ardy J. 
The planning of industrial investment programs; 
A methodology. The Planning Investment Pro- 
grams Series, vol. 1. A World Bank Research Publi- 
cation. Baltimore and London: Johns HopldfSs Uni- 
versity Press for the World Bank, 1978. Pp. xiv, 
132. $14.00, cloth; $4.95, paper. JEL 79-0726 

Develops a project selection model, which per- 
mits inclusion of numerous variaUes as well as de- 
cisions about interdependent prqfects. Describes 
the model, data requirements, uses of such models, 
nudor limitations of the model with indications of 
certain specifications that can remove some limita- 
tions, and methods of solution for project selection 
models with economies of scale. Also describes use 
of such models for planning within an economic 
integration scheme among several countries and 
for industry regulation. The method employs 
mixed integer programming, although no previous 
understanding of madiematical programming is 
necessary. ’Tbe author is Professor of Economics, 
University of Texas. Index. 
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Lawdev, Patrick D. Svalmttng puMte programs: 
Tha impact of ganand raoattua sharing on munici- 
pal gooamnmtt. Priiioetoa< NJ.: Princeton Uni- 
venlty Presi. 1979. Pp. zvii. 264. $18.50. 

JEL 79-0727 

Analyzes the impact of the General Revenue 
Sharing (GRS) System on the fiscal behavior of five 
municipal govwnments. Approaches problem of 
determining fiscal effects by estaUishing “counter- 
factual states” (La, what the fiscal behavior of the 
municipalities would have been if there had been 
no GRS funds available. Draws on positive theories 
of budgetary decision-making process and on ac- 
count-level data to construct a set of bureaucratic 
process models, which generate counterfoctual hy- 
potheses fqr each city. Counterfactual patterns ^e 
compared with observed outcomes to appraise fis- 
cal effects. B<ised on a University of Michigan 
Ph.D. Dissertation, which received the 1976 Out- 
standing Doctoral Dissertation in Public Finance 
Award of the National Tax Association — ^Tax Insti- 
tute of America. The author is Assistant Professor 
of Public Policy and Social Sciences at Camegie- 
Mellon University. Index. 

McLure, Charles E., Jr. Must corporate income 
be taxed twice? A report of a conference sponsored 
bp the Fund for Public Policy Research and the 
Brookings Institution. Studies of Government Fi- 
nance: Second Series. Washington, D.C.: Brook- 
ings Institution, 1979. Pp. xvii, 262. $11.95, cloth; 
$4.95, paper. JEL 79-0728 

Discussion of the integration of personal and cor- 
porate income taxes to provide relief from double 
taxation (taxes on both corporate income and 
shareholder dividends). Stresses the administra- 
tive and technical aspects. Integration may be 
achieved by treating corporate income tax as with- 
holding tax or by allowing the corporation to de- 
duct part or all of dividends paid from taxes as 
is done with interest on public debt. EIxamines 
both the pros and cons of integration and the sys- 
tems used in several foreign countries; discusses 
tax preferences and integration via the partner- 
ship method (taxation of shareholders only). Also 
considers integration in a closed economy and 
treatment of income crossing national borders. 
Finds in part that tax preferences and the pure 
partnership methods both have implementation 
and administrative problems, and that in the inter- 
national scene, no matter what policy is adopted, 
the administrative problems will be particularly 
complex. Substantial portions of the book consti- 
tuted a background paper for the conference; the 
final chapter summarizes the conference discus- 
sion. The author is Vice President of the National 
Bureau of Economic Research and the AUyn R. 


and Gladys M. CUne P ro f e ss o r of Economics and 
Finance at Rice University. Index. 

Pechman, Joseph A., ed. Setting national priorities; 
The 19M budget Washington, D.C.; Brookings In- 
stitution. 1979. Pp. xii, 229. $11.95, cloth; $4.95, 
paper. JEL 79-0729 

Tenth in an annual series exffisdning the budget 
choices made by the president, examining possible 
alternatives, and evaluating the budgetary impli- 
cations of the options. Contains five papers; Joseph 
A. Pechman presents an overview of the budget 
and its relation to inflation; Pechman and Robert 
W. Hartman consider budget trends through 1984; 
Daniel J. B. Mitchell evaluates the prospects for 
controlling inflation; Henry Aaron focuses on the 
major issues in the domestic budget; and Thomas 
A. Dine, John C. Baker, Robert P. Berman, G. Phil- 
lip Hughes, and William P. Mako examine the de- 
fense budget. Commentaries by Bruce K. Mac- 
Laury on proposals to limit federal spending and 
by Pechman on tax expenditures are in append- 
ices. The editor is Director of the Brookings Eco- 
nomic Studies program. No index. 

U.S. Department of the Treasury. Blueprints 
for basic tax reform. Washington: U.S.G.P.O., 
1977. Pp. 230. $2.85, paper. JEL 79-0730 

Evaluates alternative tax bases, focusing on the 
goals of equity, efficiency, and simplicity; presents 
two models for tax reform. The first model — the 
comprehensive income tax — broadens the base of 
the income tax, integrates corporate and personal 
income taxes, taxes capital gains at foil rates, and 
consolidates rates into three brackets ranging from 
8 to 38 percent. The second model — ^the cash 
flow — is based on consumption; excludes savings 
from the tax base, although including withdrawal 
of savings for consumption; and has three rate 
brackets with rates from 10 to 40 percent. Quanti- 
tatively analyzes the effects of the proposed re- 
forms on tax liabilities and considers problems of 
transition. Bibliography; no index. 

U.S. Internal Revenue Service Statistics of in- 
come — 1976, Individual income tax returns. Publi- 
cation no. 79 (4-79). Washington: U.S.G.P.O., 1979. 
Pp. Vi, 269. Paper. JEL 79-0731 

Presents annual estimates of taxpayers’ income, 
exemptions, deductions, and tax-based on a strati- 
fied sample of 84.7 million returns filed for income 
year 1976. In eight sectiotu; returns filed and 
sources of income; deductions and exemptions; tax 
computation and tax rates; taxpayers age 65 or 
over; state data; explanation of classifications and 
terms; sources of data; and 1976 forms and instruc- 
tions. Comprises primarily of tables. Index. 
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UA iHTBiiMAt Rbvenue Sbrvicx Supphmmtal 
of lneomo—J9SS-J97Z Intomotional in- 
come end huet: Foreign tax credit claimed on cor- 
poretkm income tax return*. Pubtication no. 479 
(1-79) WMluni^ UAG.P.O., 1979. Pp. vUl, 184. 
Paper. JEL 79-4^732 

Supplement to (and derived from) the annual 
report, Statittic* of Income-Corporation Income 
Tax Returru. Prerenti data on the foreign tax cred- 
iti and the Western Hemiqihere Trade Corpora- 
tion deduction on foreign cqieratioiu of U.S. corpo- 
rations by country for the years 1968, 1969, 1970, 
and 1972. Includes a detailed discussion of the ma- 
jor tax law changes since 1966 that affect the for- 
eign tax credit statistics. No index. 

(Vickery, Wiluam S.] Public and urban economics: 
E»*ays in honor of William S. Vickery. Edited by 
Ronald E. Grieson. Lexington; Toronto and 
London: Heath, Lexington Books, 1976. Pp. ix, 
417. $25.95. /EL 79-0733 

Second printing. See /EL no. 77-01 38 for anno- 
tation. 

White, Anthony G. Municipal bonding and taxa- 
tion. Garland Reference Library of Social Science, 
vol. 61. New York and London: Garland, 1979. 
Pp. xiv, 187. $20.00. /EL 79-0734 

Partially annotated bibliography of 1210 books, 
journal articles, papers, case law, and other litera- 
ture bearing on three mejor topics: municipal 
bonding and debt, taxation, and miscellaneous rev- 
enue sources. Entries date back to the nineteenth 
century and were selected and annotated on the 
basis of the author's judgment of their value. Ex- 
cludes nonanalytical newspaper stories with the 
exception of an appendix devoted to California’s 
Proposition 13. Sections for each of the major top- 
ics include introductory comments on the scope 
of the topic, a few basic definitions, and the bibUo- 
graphic entries. Author, subject, city, and journal 
indices. 

Willis, J. R. M. and Hardwick, P. J. W. Tax expen- 
ditures in the United Kingdom. London: Heine- 
mann Educational Books for the institute for Fiscal 
Studies, 1978. Pp. viii, 107. $11.50, pi^ier. 

/EL 79-0735 

Identifies and, where possible, estimates costs 
of tax expenditures, defined as an exemption or 
relief from income tax and capital gams tax, 
“which is not part of die essential structure of the 
tax in question but has been introduced into the 
tax code for some extraneous reason." Reviews the 
concept and general implications of tax expendi- 
ture; discusses personal reliefs and social welfare 
exemptions, savings exemptions, reliefs for ownetw 


occupiert and interest payments, (duorittes, and 
buriness reliefiN quantifies for 1973-74 dw cent of 
individual ttema and aggregate ttems to die Inland 
Revenue (abowing a high cost hi revenue forgone) 
and estimates the distribution of the tax expendi- 
tures among individuals by income class for 1973. 
Concludes with an argument for a “tax expendi- 
ture budget,” so that the exempted items may be 
examined on a regular, careful basis, as are dbxset 
public expenditures. The authors are Visiting Pro- 
fessor and Lecturer in Eexmomfos and Statistics, 
respectively. University of Badi. No index. 

See also: Book Numbers /£L 79-0618, 79-0620, 79- 
0661, 79-0781, 79-0809, 79-0828 

400 International Economics 

Banks, Ferdinand E. The international economy; 
A modem approach. Lexington, Mass.: Heath, Lex- 
ington Books, 1979. Pp. XV, 171. $16.95. 

/EL 79-0736 

Reference and textbook appropriate for use as 
supplementary reading in international economics 
and other disciplines. Provides current analysis of 
traditional topics as well as of issues concerning 
oil and nonfuel minerals. Chapters cover: OPEC 
and oil; elementary price theory for nonfoel min- 
erals; trade in some primary commodities and 
commodity agreements; international monetary 
economics; aspects of the Eurocurrency market, 
multinational firms, and special drawing rights; in- 
flation; international trade in agricultural prod- 
ucts; and energy. Warns that at present rates of 
aggregate investment and growth there is “almost 
certain" to be high unemployment in the indus- 
trial countries by 1984, and if a protracted oil 
shortage should occur at the same time, the world 
economy would be "pushed to tiie edge of -ruin.” 
Argues that flexible exchange rates were grossly 
oversold. Also suggests, given the decline in pro- 
ductivity due to attitudes toward work and the 
entire system of work and rewards, there is a possi- 
bility of a frdl in the overall standard of living. 
Presentation is nonmathematical. 'The author is 
Research Fellow and Associate Professor, Univer- 
sity of Uppsala, Sweden. Index. 

Gomes, Leonard. International economic prob- 
lems. New York: St. Martin’s Press, 1978. Pp. x, 
180. $17.95. /EL 79-0737 

A problem-oriented text designed to supple- 
ment introductory theory texts in international 
economics. ’The central theme is tiie “clash rd na- 
tional interests agidnst the constraints Imposed on 
national policy-making by the inexorable trend to- 
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wirdi inteniepBiidaiice in the world economy.” 
%>eeiflc t^ict diecuised indode; Jmiet in the To- 
kyo Routid Of nuiltilnteral trade negottattom,- trade 
profaJenu d the Third World; East-Weat trade; 
the Eurodollar market, short-term ci^utal flows, 
and currency crises; world monetary arrange- 
ments; the impact of multinational corporations; 
and the technotogy, human resources, and intenu- 
tional competition that underlie current trade 
problems. The author is Senior Lecturer in Elco- 
nomics at Middlesex Polytechnic, London. Index. 

Hansen, Rogeb D. Beyond the North-South stale- 
mate. 1980s Prctfecty Council on Foreign Relations. 
New York; London; Montreal and Paris: McGraw- 
HiU, 1979. Pp. XV, 329. $12.95. JEL 7^738 
Examines the maior North-South issues of global 
politics in the 1970’s and outlines the necessary 
changes for political reform in state behavior in 
the international system in order to move beyond 
statement in the 1980'8. Part one is an introduc- 
tion; part two focuses on the problems and per- 
spectives of the North-South split since the early 
1970‘s; part three examines in detail the evolution 
of the South and the North as diplomatic entities 
and the domestic constraints of their capacity to 
act as cohesive units in the 1980’s; ptut four consid- 
ers three "modal" sets of northern policy responses 
to present southern demands, focusing on north- 
ern initiatives and cost-benefit calculations; part 
five sets forth substantive and procedural goals, 
strategies, and policies for improved North-South 
relations in the 1980's. Suggests that priority con- 
siderations be given to issues such as food pro- 
duction and distribution, energy production and 
distribution, and population stabilization, and that 
the Southern Perspective be included among the 
primary factors in Northern proposals. The author 
is the Jacob Blaustein Professor of International 
Organization at the Johns Hopkitu School of Ad- 
vanced International Studies. Selected bibliogra- 
phy; name and subject indexes. 

U.S. Department of State. Countries of the world 
and their leaders: The U.S. department of state’s 
report on status of the world’s nations, combined 
with its series of background notes portraying con- 
temporary political and economic conditions, gov- 
ernmental policies and personnel, political par- 
ties, religion, history, education, press, radio and 
’TV, and other characteristics of each nation. In- 
cludes Central Intelligence Agency’s list of chiefs 
of state and cabinet members of foreign govern- 
ments. Fifth edition. Detroit; Gale Research, 1979. 
Pp. 1180. $32.00. JEL 79-0739 

A dated (in many cases seriously outdated) 
source book presenting background notes for 168 


countries on the people, hiatory, goveniment, po- 
litical oonditionf, the economy, foreign relatioiM, 
rdatkms with the United States, U.S. poUoy, princi- 
pal govemmmit officials, principal members of 
U.S. diplomatic mlssioiu, and bfoUography. Also 
includes “Status of the World's Nations,” a survey 
of nations, dependencies, and areas of special sov- 
ereignty; “Chiefs of State and CIbinet Memben 
of Foreign Governments”; a list of natioiu, depen- 
dencies, and areas of special sovereignty checklists 
(both alphabetical and chronological) newly de- 
pendent naticms; and “International Organiza- 
tions." No index. 

420 Trade Relations; Commbrical Poucy; 
International Economic Intbcration 

Adams, Walter, bt al. Tariffs, quotas and trade; 
The politics of protectionism. San Francisco: Insti- 
tute for Ck>ntemporary Studies, 1979. Pp. xiii, 330. 
$6.95, paper. JEL 79^740 

Sixteen essays, by eighteen economists and a po- 
litical scientist, on the issues of free trade, protec- 
tionism, and the domestic economic and political 
pressures that shape trade policies. Comprised of 
five parts, reflects a strong consensus in favor of 
liberalizing trade; part one reviews the theories 
and practices of international trade; part two dis- 
cusses institutions and problems; part three consid- 
ers political dimensions; part four presents case 
studies; and part five offers the conclusions (by 
Richard James Sweeney) that "many of the United 
States’ international problems are due to domestic 
inflation, which will subside only with sound mone- 
tary and fiscal policies . . . [which] alone can stabi- 
lize the U.S. economy, the dollar, and ultimately 
the international economy.” Until then, greater 
progress toward freer trade cannot be expected. 
Index. 

Behrman, Jere R. International commodity agree- 
ments: An evaluation of the UNCTAD integrated 
commodity programme. ODC, NIEO Series, Mon- 
ograph, no. 9. Washington, D.C.: Overseas Devel- 
opment Council, 1977. Pp. xii, 96. $5.(X), paper. 

JEL 79-0741 

Examines a proposed UNCTAD program that 
recommends the use of international buffer stocks 
and integrated financing to stabilize prices. Re- 
views theoretical issues that support private mar- 
kets and then simulates both the operation of a 
huffier stock designed to help prices from fluctuat- 
ing outside a 15 percent range in either direction 
of the trend for the market determined price over 
the last 25 years and the impact of a buffer plan, 
which targets prices 2 percent higher than the 
historical trend. Based on movements of eight 
“core commodities” and five primary products for 
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1803-72, dw «utlMr Ondt tbat; (1) the creatiou of 
boffin ttockt heliM bodi tlw producing countiy 

eqMMially die consuming country; and (2) stocks 
crested to maintain prices within a band of higher 
ihan secular growdi rates shifts the balance of ben- 
eOts from the developed to the develi^ing coun- 
try. The author is Chairperson of the Economics 
Department at the University of Pennsylvania. 
Bibliography; no index. 

Blackhurst, Richard; Marian, Nicolas and 
TUMUR, Jan. Adjustment, trade and growth in 
developed and developing countries. Gatt Studies 
in International Trade, no. 6. Geneva: General 
Agreement on Tarift and Trade, 1978. Pp. 98. 
$8.00, paper. JEL 79-0742 

Consisting of two chapters and a conclusion, this 
monograph focuses on specific obstacles in the area 
of adjustment and trade. Surveys long-term and 
recent changes in the growth and trade of devel- 
oping countries and examines selected problems 
aflbeting the trade structure and economic activity 
in developed countries. Assumes that “protection- 
ism is a short-run and ultimately self-defeating al- 
ternative to the needed adjustment” and that "ad- 
justment to change is a necessary condition of 
economic growth." Analyzes situations in devel- 
oped countries related to (1) inflation and invest- 
ment, (2) uncertainty in international economic 
relations, (3) deterioration of the allocative mecha- 
nism, and (4) labor market developments. A pri- 
mary conclusion is that obstacles to adjustment 
“turn out in the end to be essentially political.” 
Appendices give statistical tables and notes on def- 
initions and data sources. No index. 

CoiXESTER, J. Bryan. The European communities; 
A guide to information sources. International Rela- 
tions Information Guide Series, vol. 9. Gale In- 
formation Guide Library. Detroit: Gale Research, 
1979. Pp. xxxil, 265. $22.00. JEL 79-0743 

Annotated bibliography of 1,426 books, Ph.D. 
dissertations, and other materials in English (with 
a few exceptions) on the political aspects of Euro- 
pean Integration, and in particular on the Euro- 
pean economic community. Excludes official re- 
ports and magazine and journal articles (except 
where an entire issue of a journal is devoted to 
the topic). Materials organized into eight mgjor 
dassifiications (with subcategories): theoretical and 
conceptual studies of integration and cooperation; 
general, historical, and institutional studies; back- 
ground, policies,'and institutions in the European 
Communities; member-state relations; external 
relations; European security; reference sources; 
and a guide to official publications. Includes a 
guide to relevant periodicals as well as a section 


devoted to recommended holdings for s m a ll or 
private libraries. The author is Associate Professor 
of Political Science at Principia College, Elsah, Illi- 
nois. Author and subject indices. 

Lavcik, Friedrich and Stancovsky, Jan. Indus- 
trial cooperation between East and West Trans- 
lated by Michael Vale. White Plains, N.Y.: 
Sharpe, [1977] 1979. Pp. xii, 287. $25.(X). 

JEL 79-0744 

Translation from the German of Industrielle 
Kooperation zwisehen Ost und West a 1977 study 
of the motivatioiu, goals, scope, types, and legal 
and institutional frameworks of the commerce and 
politics of East-West cooperation. Elxamines the 
possibilities and limits to joint ventures; the rela- 
tionship of Ejut-West industrial cooperation and 
the economic policy of the participating countries; 
intergovernmental cooperation agreements; the 
impact of the business cycle on cooperation; and 
the practical experience of Elast-West cooperation. 
Finds that East-West industrial cooperation has 
grown steadily over recent years, but concludes 
that future cooperation depends “to a quite deci- 
sive degree on the growth trends and stability of 
the world market” and on ditente. The authors 
are Director of the Institut fUr Internationale 
Wirtschaftsvergleiche, Vienna, and a staflF member 
of Osterreichischen Institutes fUr Wirtschaftsfor- 
schung, respectively. Published simultaneously as 
Vol. 14, no. 1-2, of Soviet and Eastern European 
Foreign Trade. Bibliography; no index. 

Okyar, Osman and Aktan, Okan H., eds. Eco- 
nomic relations bettoeen Turkey and the ElEC: Pro- 
ceedings of a seminar held in Antalya on October 
11-14, 1976. Ankara: Hacettepe Institute for Eco- 
nomic and Social Research on Turkey and the Mid- 
dle East, 1976. Pp. xiii, 488. 150 TL, paper. 

JEL 79-0745 

Sixteen previously impublished papers by econ- 
omists and government officials plus related discus- 
sions from a seminar sponsored by the Institute 
for Economic and Social Research on Turkey and 
the Middle East of Hacettepe University, the Insti- 
tute of Public Finance of Ankara University, and 
the Institute of Economic Development of Istan- 
bul University. Following four papers each on an 
overall evaluation of relations and the issue of 
trade and balance of payments, there are two pa- 
pers on industry, three on agriculture, and three 
on factor movements and technology transfer. The 
editors are in the Department of Economics, 
Hacettepe University. No index. 

Shlaim, Avi AND Yannopoulos, G. N., eds. The 
EEC and Eastern Europe. New York; London and 
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Melbourae: Cambridge Univenity Pres*, 1978. Pp. 
251. $35.00. JEL 79-0746 

Nine prevtoody unpubliahed p»pm, most from 
a oonferenoe organized by the Graduate Sdiool 
of Contemporary European Studies, University of 
Reading, 1975, which examine trade and financial 
transactions between the European Economic 
Communities (EEC) and die socialist countries of 
die Council of Mutual Economic Assistance 
(CMEA). Contributors include: Peter Marsh, Peter 
Wiles and Alan Smith, John Pinder, Philip Hanson, 
Richard Fortes, J. Wilczynsld, Friedemann Miiller, 
Max Baumer and Hanns-Dieter Jacobsen, and the 
editors. Lecturer in Politics and Lecturer In Eco- 
nomics, University of Reading, respectively. Index. 

See also; Book Numbers /EX 79-075S. 79-0762. 79- 
0782, 79-0837 

430 Balance or Payments; 

International Financb 

Ainley, E. M. The IMF; Past, present and future. 
Bangor Occasional Papers in Economics, no. 15. 
Cardiff, Wales: University of Wales Press, 1979. 
Pp. X, 98. £3.50, paper. JEL 79-0747 

Examines the need for a stronger IMF and possi- 
ble ways in which it may be strengthened. Out- 
lines the structure and working of the IMF, its 
shortcomings from 1945-71, the failure of the re- 
forms of 1972-76, and prospective developments 
in international adjustments up to 1982. EIxamines 
IMF influence on members’ future adjustment pol- 
icies, via consultation, sanctions, exchange rate su- 
pervision, and lending conditions; current financ- 
ing efforts; and two alternative proposals for 
improving the effectiveness of the IMF— establish- 
ment of a new lending institution to aid the IMF 
and closer links between the IMF and commercial 
banks. Finds that; (1) the chances of a new lending 
institution are slim; (2) the growing practice 
among commercial banks to link loans informally 
to IMF agreements; (3) the bases for extending 
IMF influence already exist; and (4) despite the 
IMFs track record and the serious Implications 
for the medium term with respect to international 
adjustments, "it seems unlikely at present that in- 
dividual governments will have the vision to allow 
the IMF to fulfill its potential.” No index. 

BEENSTOCK, Michael. The foreign exchanges; The- 
ory, modelling and policy. Foreword by John 
Williamson. New York: St. Martin's Press, 1978. 
Pp. X. 163. $23.50. JEL 79-0748 

Exa m i ne s the theoretical and empirical deter- 
minants of the capital account in tte balance of 
payments, focusing on such items as the substitut- 
ability of financial assets of different currency de- 


nominations; exchange rate uncertainty and the 
role of expectations; and the rde of forward ex- 
change rates. The study is divided into two ports. 
Part A, concentrating on the bidance of payments 
os a udude, and Part B, discussing a series of empiri- 
cal issues regarding the structure of forward mar- 
kets and tile processes of international financial 
sifostitution including econometric analyses of for- 
ward exchange markets and capi^ markets, tiie 
term structure of forward exchange rates, and the 
Eurodollar market. Each part includes a chapter 
summarizing policy issues. John Williamson, in his 
foreword, suggests that both monetarists and 
“Keynesians” "can endorse the synthesis repre- 
sented by tile sort of structural model constructed 
and examined in . . . this book.” The book is based 
on the author’s experience as an economic advisor. 
Overseas Finance Section of the British Treasury, 
1973-76, and is a development of his Ph.D. disser- 
tation, University of London, 1976. The author is 
an economist at foe World Bank, Washington, D.C. 
Bibliography; index. 

Gold, Joseph. Legal and institutional aspects of 
the international monetary system; Selected es- 
says. Edited by Jane B. Evensen and Jai Keun 
Oh. Washington, D.C.: International Monetary 
Fund, 1979. Pp. xx, 633. $17.50. JEL 79-0749 

Fourteen previously published essays, newly 
edited to reflect foe terminology of the Second 
Amendment to foe Fund’s Articles of Agreement. 
Includes an introductory essay and notes by foe 
author at foe conclusion of each essay describing 
foe impact of foe Second Amendment on each 
topic. Central themes are “foe desirability of on 
international monetary system regulated by inter- 
national law,” change in foe international mone- 
tary system promoted by legal means, and flexibil- 
ity to adapt to changing conditions, to crises, and 
to requirements of daily operations. ’The author 
is General Counsel and Director of foe Legal De- 
partment of foe Fund. Bibliography; five Indices 
refer to provisions of Articles of Agreement, by- 
laws and rules, decisions, cases, and subjects. 

HowiCK, Cristtna and Key, Tony. The local econ- 
omy of Tower Hamlets; An inner city profile. 
Researdi Series no. 26. London; Centre for Envi- 
ronmental Studies, 1978. Pp. 88. £1.75, paper. 

JEL 79-0750 

Examination of foe economic problems feeing 
Tower Hamlets— on iimer London borough. Plac- 
ing the issues in foe general context of foe general 
theories of inner city problems, foe authors look 
at local industry and commuter flow, population 
trends and movements, housing, and unemploy- 
ment. Finds in part that the decline in employ- 
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amt in tile raoen^ put ii the rawlt of finnt clodng 
nihor ri»»n {dant aoveaent No index. 

JACCHMWN, Eiun E. A lift for totmd money! Per 
Jacobeeom HU biography. Oxford: Oxford Unlver- 
•ity Prew, Clarendon Pre«, 1978. Pp. xxii, 428, 
•41.00. /Ef- 79-07SI 

Biograid)}' drawn from the diary and corre- 
(pondence of Per Jacobtwn, noted monetary econ- 
omiat, head of the Bank for International Settle- 
ment!. and Managing Director of the International 
Monetary Fund for the period 1956-63. Written 
by Jacofowon’! daughter, also an economist, the 
material is in six parts: personal background; as 
an international civil servant; the Bank for Interna- 
tional Settlements; the Second World War era; 
sound money on an international level; and the 
IMP years. Notes that one of Jacobsson's greatest 
achievements was “the cohesion he was able to 
give to the efforts of most countries to solve their 
monetary, financial, and even political problems 
on parallel lines." People, country, and general 
indices. 

Kaldor, Nicholas [Lord]. Further essays on ap- 
plied economics. Collected Elconomic Essays, vol. 
6, New York: Holmes 4c Meier, 1978. Pp. xxix, 244. 
•21.75, JEL 79-0752 

Volume six of Kaldor’s eight-volume collected 
essays series, includes fifteen previously published 
papers written from 1964 to 1977 on applied eco- 
nomics. In three parts; money and international 
equilibrium; aspects of the problem of industriali- 
zation and economic development; and the “Great 
Debate" on British membership into the Common 
Market, which includes a postscript lecture on free 
trade written in 1977. [See JEL no. 79-0622 for 
annotation of volume 5.] Author index. 

Kreinin, Mordechai E. and Officer, Lawrence 
H. The monetary approach to the balance of pay- 
ments: A survey. Princeton Studies in Interna- 
tional Finance, no. 43. Princeton: Princeton Uni- 
versity, Department of Elconomics, International 
Finance Section, 1978. Pp. 87. $2.50, paper. 

JEL 7»-0753 

Survey of the literature on monetary approach 
in balance of payments adjustment processes writ- 
ten for the general economist. Discusses monetary 
adjustment under fixed and floating exchange 
rates, the policy implications, a brief doctrinal his- 
tory of tiw monetary approach, and devotes about 
onedialf the monograph to a survey of empirical 
tests of tiie theory. Finds that empirical testing 
is inconclusive; suggests that this may be because; 
(1) the monetary relationships under fixed ex- 
change rates are hypothesized to hold in the''*lottg 


run,” and the time unit used may have been too 
sho^ (2) this approach may be subject to the same 
difficulties at tests of domestic monetarism; (3) a 
variety of statistical problems may affect the test- 
ing; (4) the theory has only been tested in 
isolation and is not pitted against alternative 
methods. Ccmdudes in general that tiie monetar- 
ists "may have gone too far in emphasizing mone- 
tary variables to tite virtual exclusion of everything 
else.” Hie autiiors are Professors of Economics at 
Michigan State University. No index. 

Miller, Robert and Wood, John B. Exchange 
control for ever? lEIA Research Monographs, no. 
33. London: Institute of Economic Affairs; distrib- 
uted by Transatlantic Arts, Levittown, N.Y., 1979. 
Pp. 78. 85.50, paper. JEL 79-0754 

Examines the origins and developments in Brit- 
ish exchange control since 1939. Discusses the ef- 
fects of continuing exchange control on invest- 
ment, employment, the supply and demand of 
foreign exchange, and other economic activities 
and the advantages and disadvantages of contin- 
ued control. Concludes that control ought to be 
abolished, since the objectives of such a policy are 
extremely ambiguous and the record has shown 
the inability of controls to protect the economy 
from a balance-of-payments crisis or from a steady 
and substantial decline in the exchange rate. The 
authors are with the lEA. Glossary; no index. 

See also: Book Numbers JEL 79-0631, 79-0693, 79- 
0711, 79-0714 

440 International Investment and 
Foreign An> 

Faundez, Juuo and Picciotto, Sol. The nation- 
alisation of multinationals in peripheral econo- 
mies. New York: Holmes 4t Meier; Lmdon: Mac- 
millan Press, 1978. Pp. ix. 238. 827.50, ' 

JEL 79-0755 

Seven previously unpublished papers by lawyers 
and economists, consisting of a general introduc- 
tion by the editors and six case studies, on the 
national multinational relationship in the context 
of nationalization in peripheral economies. Regi- 
nald H. Green looks at the relatioiiship of the tech- 
nical to the political in tiie negotiation process 
after the decision to nationalize in the Tanzanian 
case; Julio Faundez discusses the domestic political 
debates preceeding formal nationalization, focus- 
ing on Chilean nationaHzatidn of copper; Victor 
Rabinowitz examines Cuban nationalizations in 
the United States courts; Carlos Fortin explores 
the post-nationalization litigation in the European 
courts for the case of Chilean copper; Petter Nore 
discusses oil nationalization in Norway; and Sol 
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Pieeiotto ooiuidm the idalion between ^ itate 
and the individual econonaic unit (the firm) in a 
hirtocioal and theoretical perspective. The editors 
are Lecturers in Law, University of Warwick. In- 
dex. 

Kapoor. ASHOE, ed. Intmational butineat in the 
Middle Eaet- Cate Hudiee. Westview Special Stud- 
ies in International Economics and Business. 
Boulder; Westview Press, 1979, Pp. xvii, 134. 
117.00. JEL 7^756 

One general paper and seven case studies of 
experiences of foreign conyumies in developing 
business relationships in the Middle East. Eugene 
Bird discusses the need to understand the Middle 
East negotiations, followed by case studies of: Ban- 
gor Engineering Ltd., Aram Construction Com- 
pany, and Automotive Parts, Inc. (all by Ashok 
Kapoor); Arab Patash Company (Ibrahim F. I. Shi- 
hata); Color Plant, Inc. (Gary E. Lloyd); Interna- 
tional Resources Corporation (John Seifert); and 
Kuwait’s experience in the United States (William 
Stoever). Papers illustrate several oversights by 
companies in understanding the Middle East busi- 
ness environment, including inadequate knowl- 
edge of the host country, insufficient allocation of 
time to projects by senior management, and inade- 
quate recognition of the role, areas, and scope of 
assistance sought by local affiliates. Also notes im- 
portance for host country officiab of recognizing 
the constraints on foreign companies. The editor 
is Professor of Marketing and International Busi- 
ness at New York University. Bibliography; no in- 
dex. 

Lamont, Douglas F. Foreign state enterprises: A 
threat to American business. New York: Basic 
Books. 1979. Pp. XV, 272. $11.95. JEL 79-0757 
Studies the expanding role of government- 
owned industrial firms as competitive corporations 
throughout the developed world, paying special 
attention to the growth of American subsidiaries 
owned by foreign state enterprises. Sees a trend 
of appropriation by state enterprises of functions 
previously reserved to privately-owned firms, and 
addresses the following issue: "All foreign state 
enterprise investors have worked with their home 
governments to restrict the freedom of our firms 
to invest in their home countries. Yet we unilater- 
ally allow them to invest here without restriction." 
Focuses on 59 state enterprises using the author's 
State Enterprise Data Bank; his Giant Industrial 
State Enterprise Methodology, an analytical meth- 
odology for comparing the performance of state 
enterprises and private firms; and 1957-76 finan- 
cial data from “The Fortune Directory of the Larg- 
est Industrial Corporations Outside the United 


Stotot.” Argues fat fedoral government iatervm- 
tion to insure reciprocity, mg., to allow U.S. firms 
to invest in North Sea oil or Brazilian iron ore 
when state enterprises invest in this country. 'Hie 
author is Dean of the Walter E. Hdler College 
of Business, Roosevelt University, Chicago. Index. 

McLaugmun, Martin M., rt ai(;. Ihe United States 
andwddd development- Agenda il979. New Ymk; 
London; Sydney and Torcmto; Holt, Rinehart and 
Winston; Praeger; for the Overseas Development 
Coundl, 1979. Pp. 268. $5.95, pqier. 

JEL 79-0758 

Five essays on the world economic system and 
the requirements for international cooperation, 
particularly between the developed and the devel- 
oping countries, in the 1980’s. Specific topics in- 
clude an overview essay on the United States and 
world development in 1979 and discussions of (1) 
the major global forces that presently bear on the 
North-South relationship; (2) the impact of the eco- 
nomic well-being of developing countries on the 
prosperity of industrialized countries; (3) the role 
of the United States, and particularly the U.S. Con- 
gress, in furthering basic needs and human rights 
in developing countries; and (4) the southern view 
of the present state of the North-South dialogue. 
Authors are Theodore M. Hesburgh, James P. 
Grant, John W. Sewell, Mahbub ul Haq, and Martin 
M. McLaughlin who is also the project director. 
Statistical annexes; no index. 

Skully, Michael T., ed. A multinational look at 
the transnational corporation; An international 
collection of academic and corporate views on the 
future of transnational enterprise. Sydney: Dry- 
den Press Australia; Surrey and McLean, Va.: Aus- 
traliana Publicatiotu, 1978. Pp. iv, 278. 

JEL 79-0759 

Twenty-six papers (seven previously published) 
by economists from various countries that present 
different points of view on transnational corpora- 
tions (TNC’s) and their future. Includes seven pa- 
pers each on TNC’s in Europe and Asia, three on 
Africa, four on Australia, and five on the Americas. 
Usable as s supplemental text in courses on inter- 
national business. The editor is at the University 
of New South Wales in Australia. No index. 

Smith, Gordon W. The external debt prospects of 
the rwn-oil-exporting developing countries: An 
econometric analysis. Overseas Development 
Council Monograph, no. 10. NIEO Series. Wash- 
ington, D.C.: Overseas DeveloiHnent Council, 
1977. Pp. xi, 49. $4.00, paper. JEL 79-0760 

Includes an appraisal (ff appropriate policy op- 
tions. Estimates a two-variable Frank-dine dis- 
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crimlnont iiinction to pret^ wWch of a Mna^ 
of iSS countrtoi are l&eiy to roichedulo their exter- 
nal debt in 1877-78. Variabfe* included are the 
debt tervice ratio and the ratio of amortization 
to outstanding debt; data on the 25 countries cover 
the years 1970, 1978, and 1877. Also uses a Feder- 
Just logit model bas^ on eight indicators to esti- 
mate the probability that a given country will re- 
schedule or default during a given year. Concludes 
that the debt problem, in the aggregate and indi- 
vidually, is not as serious as is commonly believed 
and argues for the adoption of selective measures 
for dealing with rescheduling and defaults as op- 
posed to generalized debt relief. The author is As- 
sociate Professor of Economics at Rice University. 
No index. 

Stevens, Christopher. Food aid and the develop- 
ing world; Four African case studies. New York; 
St. Martin’s Press, 1879. Pp. 224. $22.50. 

JEL 79-0761 

Examines the impact of supplying and receiving 
food aid on a continuing basis as a means of devel- 
opment assistance to four widely differing African 
countries. In three sections: section one introduces 
background data on donors (U.S., EEC, and Can- 
ada) and recipients — Botswana, Lesotho, Upper 
Volta, and Tunisiaj section two outlines the uses 
of food aid for cash, nutrition, and wages in the 
cases studied; section three explores the direct and 
indirect effects of food aid on nutrition, consumer 
prices, and agricultural production in the recipient 
countries. Argues that the view that food aid is 
not an inherently unsatisfactory form of develop- 
ment assistance but depends on the particular cir- 
cumstances of the donor and recipient. Concludes 
that “food aid is unlikely to have a negative effect 
and may well have a positive impact if supplied 
in good time and in the form of locally acceptable 
commodities ... as part of a broader package of 
measures designed to assist a poverty-oriented de- 
velopment strategy"; under the opposite circum- 
stances, the impact is likely to be negative. The 
author is Research Officer at the Overseas Devel- 
opment Institute. Bibliography; index. 

Winchester, Mark B., ed. The international essays 
for business decision makers. Volume 3. Dallas: 
American Management Associations, AMACOM, 
for the Center for Interruitional Business, 1978. 
Pp. X, 270. $17.95, cloth; $8.95, paper. 

/££, 79-0762 

Thirty-four previously unpublished addresses 
and essays on a wide variety of topics of special 
intersNt to decision makers and policy formulators 
involved in world trade and investment. A sample 
of topics includes: protectionism; international 


lending; development; tecfandbgy transfer; en- 
ergy policy; doing business in Cul^ Eastern Eu- 
rope, and Kuwait; and benefit programs for third 
country natfonois. No index. 

WiONCZEK, Miguel S., ed. LDC external debt and 
the world economy. Mexico, D.F.: El Colegio de 
Mexico and Center for Economic and Social Stud- 
ies of the Third World, 1978. Pp. xiii, 477. Paper. 

JEL 79-0763 

Fifteen previously unpublished papers on 
North-South financial relations. Papers were origi- 
nally presented at a private international confer- 
ence in Mexico City in October 1977 sponsored 
by El Colegio de Mdxico and the Center for Eco- 
nomic and Social Studies of the Third World. In- 
cludes final report from the meeting. Consensus 
was that LDC debt should be handled in the gen- 
eral framework of international economic rela- 
tions and not separated from such issues as trade 
policies, devefopment assistance, etc.; that this ex- 
ternal debt is the joint responsibility of the bor- 
rower and lender. The editor is Senior Research 
Associate at El Colegio de Mexico. Selected bibli- 
ography; no index; 

See also: Book l^umher JEL 79-0775 

500 Administration; Business Finance; 
Marketing; Accounting 

510 Administration 

Beckmann, Martin J, Bank in organizations. Lec- 
ture Notes in Econonnics and Mathematical Sys- 
tems, no. 161. Berlin and New York: Springer-Ver- 
lag, 1978. Pp. viii, 164. $9.80, paper. 

JEL 79-0764 

Examines the allocation and utilization of per- 
sonnel in organizations from the perspective of 
mathematical economics. The first section treats 
supervision and control, bounds to the span of con- 
trol, and returns to scale in administration, paying 
particular attention to informational implications 
of personnel allocation. The second section ad- 
dresses the issues of career mobility, the probabili- 
ties of promotion, salary competition, and the im- 
plications of salary structure for employee income 
distribution. The last section introduces the con- 
cept of a managerial production function and con- 
siders aspects of long-run organizational change. 
Much of this section has previously appeared in 
"Management Production Functions and the The- 
ory of the Firm,” (Journal of Economic Theory, 
vol. 14, no. 1, February 1977, pp. 1-18). The author 
is Professor of Elconomics at Brown University. 
Name and subject indices. 
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Cass. James H. Bconomietand Om compttiiUm pro- 
etn. Studim io Game Theory and Madtmiatical 
Economica. New York: New York University Press, 

1978. Pp. m, 285. 128.80. /EL 79-0765 

Espiores competitive activity from a game the- 

my perspective. First, examines Cournot’s non- 
cooperative theory and von Neumann and Mor- 
genstem’s cooperative theory, and then develops 
his noncooperative game tlMory. Part one deals 
with ordinary gomes where several players choose 
from a number of permitted alternative actions, 
with rewards depending on opponents' actions as 
well as their own. Includes auctions, inventory de- 
cisions, investment games, customer behavior, and 
advertising games. Part two deals with differential 
games where information is received and acted 
upon continually as the game progresses. Some 
of the material has been used by the author in a 
game theory course, and a number of exercises 
are included in most chapters. Index. 

Hessen, Robert. In defense of the corporation. 
Hoover Iiudtution Publication no. 207. Stanford: 
Stanford University, Hoover Institution Press, 

1979. Pp. xviii, 133. |7.95. JEL 79-0766 

Presents a defense of the legitimacy of the cor- 
porate form of organization particularly in re- 
sponse to legislation submitted by Ralph Nader 
and others proposing federal chartering of corpo- 
rations. Addressing the anticorporate school’s 
questions of who owns the corporation, who gov- 
erns it, and by what principles does it operate, 
the author argues that “shareholders own it, that 
the officers make major decisions without consult- 
ing the owners, and that this relationship is unob- 
jectionable because it rests on the principles of 
choice, consent, and contractual authorization.’’ 
Also discusses the argument that the corporation 
is a “fictitious legal person" and owes its existence 
to the permission of the state, which the author 
denies on the grounds that corporations are cre- 
ated and sustained by an exercise of individual 
rights of freedom of association and freedom of 
contract. Lastly, in relation to the attacks on the 
“legal person” status of the corporation, Hessen 
feels that the corporation is an association of indi- 
viduals entitled to the protection given individuals 
and other organizations. The author is a Research 
Fellow at the Hoover Institution and teaches at 
the Graduate School of Business, Stanford Univer- 
sity. Index. 

Owen, Trevor. Making organisations work. Inter- 
national Series on the Quality of Working Life, 
vol. 7. Leiden; Boston and London; Martinus 
Nlfhoff Social Sciences Division; distributed in 


North America by Kfaiwer Boston, Hingham. 
Maas., 1978. Pp. x, 189. Dfl. 22.28, paper. 

/EL 79-0767 

Diaouaaes the “managmnent energy criaia" of 
modem large industrisd enterpriaea-^e inefibo- 
tiveneas of current methods of directing technical 
and human resources in industry toward the pro- 
duction of wealth for the comihunity . Places indus- 
try in a social perspective, exaniines the sources 
and uses of management energy within the organi- 
zation, outlines a view of the problems faced by 
managers in large industrial organizations, and 
proposes a plan for conservation of management 
energy. The plan suggests methods of adapting 
management practices to problems posed by the 
instability of the modem industrial environment 
as well as by the breakdown of hierarchical author- 
ity within contemporary industrial organizations. 
Methods broadly consist of means of developing 
a shared commitment to a task on the port of man- 
agers and employees, as well as the need for politi- 
cal and tactical skills by managers. The autiior is 
Persoimel Manager of Imperial Chemical Indus- 
tries, Ltd., U.K. No index. 

Pappas, James L. and Brigham, Eugene F. Mana- 
gerial economics. Third Edition. Hinsdale, 111.: 
Holt, Rinehart and Wiiuton, Dryden Press, [1872, 
1976] 1979. Pp. xiv, 656. $15.95. /EL 79-0768 

Text focusing on the salient microeconomic top- 
ics, including demand analysis, production and 
cost theory, market structures, investment analy- 
sis, and regulation and antitrust policy. Develops 
the basics of optimization procedures under risk 
or uncertainty. Constructs basic valuation model 
of the firm, depicted as a cohesive, unified organi- 
zation, and relates topics on the firm to this model. 
Chapters supplemented by problems, questions, 
and lists of references. Includes material on the 
time value of money, forecasting, and factor tables 
in the appendices. Changes in this edition ore not 
indicated, but reference material appears to have 
been brought up to date. The authors are at the 
University of Wisconsin and the University of 
Florida, respectively. Name and subject Indices. 

Rosenkranz, Friedrich. An introduction to corpo- 
rate modeling. Durham, N.C.: Duke University 
Press, 1979. Pp. xiU, 498. $18.75. /EL 79-0769 

Provides a "conceptual framework for the con- 
struction, verification and implementation of cor- 
porate simulation and planning models.” Primarily 
applications-oriented, although contains discussion 
and reference to theoretical corporate modelling 
work. Specific topics include treatments of; dy- 
namic, static, stochastic, and deterministic modeb; 
the relationship between corporate simulation 
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mocMi Mtd the pianniiig proeew; the model-bufld- 
itig otethodolQg)'; grqrfi and signal-flow diagrams; 
die role of optimizatimi; and case studies of finan- 
oiid, marketing, production, and manpower {flan- 
ning modeb. Techniques and modeb developed, 

used, end tested at the Swiss chemical and (duuma- 

oeutical firm of CIBA-GEIGY. The author u 
Prtoatdount at the BttrUbnviruchaftliches Insti- 
(u/of the University of Basel, Switzerland. Index. 

S 0 e aUa Book Numbers /££, 79-0617, 79-0778, 79- 
0787 

520 BtisiNKts Fmance AND Investment 

DeGarmo, E. Paul; Canada, John R. and Sulu- 
VAN, WiLLUM G. EngitiMTing economy . Sixth edi- 
tion. New York: Macmillan; London: Collier Mac- 
millan. [1942 . . . 1973] 1979. Pp. xv, 576. $18.95. 

JEL 70-0770 

Text for imdergraduate engineering students; 
also useful for students in business-rebted curric- 
ub concerned with evaluation of alternative uses 
of capital in engineering and business projects by 
widely used, nonmathematically sophisticated 
methods. In three parts: toob for engineering eco- 
nomic analysb; applications of the analysb; and 
methods for minimizing resource requirements. 
Assumes some facility with linear algebra; difiier- 
ential calculus and probability are used in several 
sections. Thb edition includes new subject matter 
on costs and economic use of capital, a new se- 
quence of chapters, and completely revised chap- 
ter exercises. Glossary and rebted statutical tables 
in appendices. Instructor's manual avaibble. E. P. 
DeGarmo b Professor of Industrial Engineering 
and Mechanical Engineering Emeritus, University 
of Californb, Berkeley; J. R. Canada u Professor 
of Industrial Engineering, North Carolina State 
University at Raleigh; and W. G. Sullivan is Associ- 
ate Professor of Industrial Engineering, University 
of Tennessee, Knoxville. Index. 

Fruhan, William E., Jr. Financial strategy: Studies 
in the creation, transfer, and destruction of share- 
holder value. Homewood, 111.: Irwin; Georgetown, 
Ontario: Irwin-Dorsey, 1979. Pp. ix, 301. $15.95. 

JEL 79-0771 

Explores the factors influencing the valuation 
of common stock; discusses how shareholder val- 
ues can be created, transferred, or destroyed; and, 
in the major portion of the book, focuses on specific 
examples of value enhancement, including Avon 
Products, Inc.; General Electric; A&P; computer 
leasing; and others. The last port considers the 
macro effects of value creation. Includes rebted 
statistioal inRumation for the porticubr examples. 
The author b at the Graduate School of Business 


Administration, Harvard University. Bfffltogrs^yi 
index. 

Seitz, Neil. Financial analysis: A programmed ap- 
proach. Second edition. Rceton, Va.: PrentiCfriHall, 
Reston, [1976] 1979. Pp. xi, 276. $8.95, p^per. 

JEL 70-0772 

Programmed textbook on the princ^iles of fi- 
nancial data analysb and practical financial deci- 
sion-making. Addressed primarily to financial 
managers of companies involved in the provision 
of nonfinancial goods and services. Tofdcs covered 
include the analysb of financial statements, lever- 
age and break-even analysb, financial planning 
and value of money, capital budgeting, and con- 
cepts of value and of capital costs. Provides an- 
swers to fiU-in-the-blank questions, case studies, 
solved problems, and problem sets following each 
chapter. No index. 

See also: Book Number JEL 79-0710 
530 Mareetinc 

Webster, Fbederice E., Jr. Industrial marketirtg 
strategy. Ronald Series on Marketing Manage- 
ment. New York; Chichester, England; and To- 
ronto: Wiley, Ronald Press, 1979. Pp. xvi, 279. 
$18.95. JEL 70-0773 

Text written for managers and for industrial 
marketing courses, exploring strategic problems 
of marketing goods and services to industrial and 
instititutional customers. Topics covered include 
purchasing management and buyer behavior, 
buyer-seller relationships, market segmentation, 
product strategy and new product development, 
market development for new products, pricing 
strategies, dbtribution, sales force management, 
and advertising. Assumes familiarity with basics 
of marketing, accounting, and economic analysb. 
The author b Assocbte Dean and Professor of Busi- 
ness Adminbtration at the Amos Tuck School of 
Business Adminbtration, Dartmouth College. In- 
dex. 

540 Accounttnc 

Gambino, Anthony J. Planning and control in 
higher education. New York: National Assocbtion 
of Accountants, 1979. Pp. x, 115. Paper. 

JEL 70-0774 

Presents the findings of a study examining the 
current and prospective application of manage- 
ment accounting techniques in colleges and uni- 
versities. Research based on interviews with col- 
lege business <^cers, mail questionnaires to 
academic administrators and state-level planners, 
and a literature search. In addition to analysb of 
the questionnaire on costing, budgeting, and out- 
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{MrtawMur*^ iaefaidM MCtioiu devoted to coding 
eoaoepl i . pfatnningend ttodgeUngtoh^dier educe- 
tton,^PBS endeerodiaeeJNidgetiiig, and aecount- 
aUl^ to higher eduoatkm, enmtoing the concept 
of output meaiurei. The author la a reaearcber 
with the Nattonal Aaaodation of Aocountanti. 
Bibliography; no index. 

Miller, Elwood L. AecounUng probhmt in mulH- 
national entmrpri$t*. Lexington, Maas., and To- 
ronto: Heath, I<exington Books, 1979. Pp. xiil, 288. 
119.95. JEL 7^775 

Text for a course in accounting for multinational 
enterprises. I>iscusses the evolution of such firms, 
host relationships, socioeconomic development, 
bustoeas ethics, the accounting concerns of infla- 
tion, price-level accounting, currency exchange 
rates, foreign-currency translation (conversion), 
transfer prices, performance evaluations, informa- 
tion systems, consolidated financial reporting, 
segmented reporting, taxation, and future interna- 
tional accounting. Text was developed in conjunc- 
tion with the author’s course in the area. The au- 
thor is Associate Professor of Accounting, Saint 
Louis University. Glossary; selected bibliography; 
index. 

Wagner, Charles R. The CPA and computer fraud. 
Lexington, Mass., and Toronto; Heath, Lexington 
Books, 1979. Pp. xvii, 156. $15.95. 

JEL 79-0776 

Study of the computer fraud and the determina- 
tion of the CPA’s responsibility for its prevention 
and detection. Compares the manual and com- 
puter accounting systenu; examines the informa- 
tion about the extent and types of computer fraud, 
finding it fragmentary; and discusses the responsi- 
bility for fraud, whether by internal auditors or 
the CPA. Concludes that; (1) incidence of fraud 
appears to be rising; (2) internal control systems 
are inadequate; (3) the CPA is not accepting the 
degree of responsibility for prevention and detec- 
tion that he should. The author is Associate Profes- 
sor of Accounting, Gustaviu Adolphus College, St. 
Peter, Minnesota. Bibliography; index. 

600 Industrial Organization; 

Technological Change; 

Industry Studies 

610 Industrial Organization and 
PUBUC POUCY 

Auerican Enterprise Institute for Pubuc 
Policy Research. Regulation and regulatory re- 
form: A survey q/* proposals of the 9Sth Congress. 
American Enten>rise Institute Special Analysis. 


Wasfatagton, O.C.: Author, 1978. 58. $2.00, pa- 
per. JEL 79-0777 

Anriyiws major proposab for regvdatory r e for m, 
both procedural and subataative, advanced to the 
95th Congress. Procedural reforms organized by 
those supported by bustoeas groups and those sup- 
ported mainly by consumer groiqM; substantive 
reforms organized by todusby. Appendices list 
regulatory bflb diat passed and foiled to pass Con- 
gress and also additional bills with regulatory im- 
plicattons. No index. 

CoLDSCHUiD, Harvey J.. ed. Business disclosure: 
Government's need to know. Regulation of Ameri- 
can Business and Industry Series. Columbia Uni- 
versity Center for Law and Economic Studies. 
New York; London; Paris and Tokyo: McGraw- 
Hill, 1979. Pp. ix, 4S1. $26.95. JEL 79-0778 

Eleven previously unpublished papers by schol- 
ars in various information fields, originally pre- 
sented at a conference sponsored by Columbia 
University’s Center for Law and Economic Stud- 
ies, held at Airlie House, Virginia on 5 and 6 No- 
vember 1976. Topics discussed include: seg- 
mented financial reporting; uniform reporting 
with respect to corporate ownership; information 
needed for noncompulsory national planning; the 
limits of numerical formulations and statistics; dis- 
closure by businesses to consumers; and confiden- 
tiality claims. Editor’s notes precede each section. 
The editor is Professor of Law, Columbia Univer- 
sity School of Law. Index. 

Gorecki, Paul K. and Stanbury, W. T., eds. Per- 
spectives on the Royal Commission on Corporate 
Concentration. Scarborough, Ont.; Butterwordi 
for the Institute for Research on Public Policy, 
Montreal, 1979. Pp. xxii, 308. Paper. 

JEL 79-0779 

Twenty-one previously unpublished papers 
commenting on the May 1978 Canadian Royal 
Commission on Corporate Concentration Report 
[see JEL no. 78-1088] and the acconqMning stud- 
ies. The first six papers discuss the Report in gen- 
eral, written from several different perspectives: 
industrial, independent business. American, labor, 
political, and the view from Quebec. Remaining 
papers focus on specific topics of the Report, in- 
cluding economics of scale, conglomerates, indus- 
trial organization, foreign investment, corporate 
information, working conditions, regulation, and 
others. Also includes a 12-page review of the major 
themes of the Report, in English and French. 
P. K. Gorecki is with the Research Branch of the 
Bureau of Competition Policy, Ottawa, and W. T. 
Stanbury is Director, Regulation and Government 
Intervention Program, Institute for Research on 
Public Policy, Montreal. No index. 
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Hay, poHALD a. ANoMoHHn. DnuK J. InduttrUl 
temomkn Thtar^ and mddanoa. London; New 
York; Melbourne end Toronto: Oxford Univentt)' 
Frew, 1978. x. M». |i3.00, papet. 

JEL 70-0780 

Text for an advanced undergraduate or gradu- 
ate level couTM in induatrlal economici. After an 
overview of die topic, the text is in three parts: 
analysis of the markets, pricing bdiavior, invest- 
ment, and market structure; the behavior of firms 
and their growdi; and the issues related to public 
policy. Prerequisites; a course in the theory of the 
firm and an ability to read regression equations. 
The audiors are at Jesns College and Oriel College, 
University of Oxford, respectively. Author and 
subject indices. 

Mazmanun, Daniel A. and Nienaber, Jeanne. 
Can OTgonixatUm* change? Environmental protec- 
tion, citizen participation, and the Corps of Engi- 
neers. Washington, D.C.: Brookings Institution, 
1B78. Pp. X, 220. 111.95, cloth; $4.95, paper. 

/EL 79-0781 

Examines the nature of the Corps of Engineers’ 
response to the 1969 National Environmental Pol- 
icy Act requiring federal agencies to consider the 
environmental consequences of their activities 
and to provide for greater citizen involvement in 
decision-making. Gauges the extent of change in 
the Corps' objectives, internal structure, pro- 
grams, decision-making, and nature of the service 
provided by focusing on five case studies. Finds 
that the Corps moved swiftly and successfully to 
achieve a degree of organizational change and to 
accommodate itself to a changing social and politi- 
cal environment. The authors are Associate Ftofes- 
sor of Government at Pomona College and Assis- 
tant Professor of Political Science at the University 
of Arizona, respectively. Index. 

Miller, James C., UI, and Yandle, Bruce, eds. 
Benefit-cost analyses of social regulation: Case 
studies from the Council on Wage and Price Stabil- 
ity. American Enterprise Institute Studies in Gov- 
ernment Regulation, no. 231. Washington, O.C.; 
American Enterprise Institute for Public Policy 
Research, 1979. Pp. 171. $4.75, paper. 

JEL 79-0782 

Eleven benefit-cost case studies selected from 
work done by economists on the Council on Wage 
and Price Stability, in Council-prepared state- 
ments appraising the inflationary impact of newly 
proposed federal regulation. Focuses on "the new 
social regulation," particularly consumer and 
worker health regulation; product safety regula- 
tion; and energy, environmental, and world trade 
regulation. Case studies attempt to evaluate th^ 


inflationary costs of dieae programs and to incotpo- 
rate diem into a broad benefit-oost framework. 
Points out in the introduction that availaUe esU- 
mates of regulatory coats to the private sector may 
exceed $100 billion annually. The editors are Co- 
Director of the Center for the Study of Govern- 
ment Regulation at the American Enterprise In- 
stitute and Professor of Eccmomics at Qemson 
University, respectively. No index. 

Shepherd, William G., ed. Public policies toward 
business: Readings and cases. Revised edition. The 
Irwin Series in Economics. Homewood, IQ..- Irwin; 
Georgetown, Ont.; Irwin-Dorsey, [1975] 1979. Pp. 
xii, 404. $9.95, paper. JEL 79-0783 

Revised and expanded edition of a collection 
first published in 1975 [see JEL no. 76-0191]. The 
readings and legal decisions in landmark cases fo- 
cus on antitrust policy, regulation, and public en- 
terprise. A companion to Public Policies Toward 
Business, Sixth edition, by William G. Shepherd 
and dair Wilcox [see JEL no. 79-0784]. Ihe editor 
is Professor of Ekx>nomics at the University of 
Michigan. No index. 

Shepherd, Wiluam G. and Wilcox, Clair. Pub- 
lic policies toward business. Sixth edition. The Ir- 
win Series in Economics. Homewood, 111.: Irwin; 
Georgetown, Ont.: Irwin-Dorsey, [1955 . . . 1975] 
1979. Pp. xvii, 601. $17.95. JEL 79-0784 

Text for a one-semester, upper level college 
course on the economics of industrial policy; also 
useful for courses in Law and Business. In five 
parts: concepts and tools; policies related to com- 
petition promotion; utility regulation: public en- 
terprise; and “special cases.” This edition has been 
expanded with respect to coverage but reduced 
in overall length. Includes new material on regula- 
tion of utilities, antitrust, and public enterprise. 
Also contaiiu 300 review questions at the end of 
the chapters; answers provided. W. G. Shepherd 
is Professor of Ex:onomics, the University of Michi- 
gan. [See/£L no. 76-01 96 for annotation of previ- 
ous edition (the late Clair Wilcox and Shepherd).] 
Case, person, and subject indices. 

Zajac, Edward E. Fairness or efficiettoy: An intro- 
duction to public utility pricing. Cambridge, 
Mass.: Harper and Row, Ballinger, 1878. Pp. xiv, 
119. JEL 79-0785 

Developed primarily for nohfeconomists in- 
volved in aspects of public utility r^julation. Out- 
lines the salient problems of equi^ and efficiency 
in government regulation of pul^ Utilities. In- 
cludes treatments of the ideal qMUlcet economy, 
allocative efficiency, Ramsey prioea;[“economicaily 
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•fident*^ in tbo rogukted Motor, tbaorfef of 
equity, the itaUhty of reguJated prioet, and public 
dieice theory' Indicates areas in which regulation 
oan and cannot substitute for cnnpetltion, given 
the insUtutkmal and political setting the United 
States. The audior is Head of the Economics Re- 
seardi Group at Bell Laboratories. Index. 

Zerbe, Richard O., Jr., ed. ReMorch in law and 
toonomics; A tasaarch annual. Volume 1. Green- 
wich, Conn.; JAI Press, 1979. Pp. ix, 243. $27.50, 
institutions; $14.00, individuals. JEL 7S-OT86 
Eleven previously unpublished articles in the 
area of economics and law. Includes articles on 
occupational licensing, U.S. and Canadian airline 
regulation, the destructive nature of airline service 
cqjnpetition, airline regulatory inefBciency, new 
taxation methods for the free rider problem, and 
a theory of government advertising. Also includes 
material on: protecting the right to be served by 
a public utility, the role of the compensation prin- 
ciple, the dynamics of regulation, and peakload 
pricing and efficiency in the presence of institu- 
tional constraints. The selections are longer than 
usual journal articles and, although some are math- 
ematical, written “so the results . . . are broadly 
accessible." The editor is a member of the Depart- 
ment of Economics, University of Washington. In- 
dex. 

See aUo: Book Numbers /EX 79-0647, 79-0791, 79- 
0811 

620 Economics of Tecrnologicai. Chance 

Gambino, Anthony J. and Gartenberc, Morris. 
Industrial RirD management. New York; National 
Association of Accountants, 1979. Pp. x, 134. Pa- 
per. JEL 79-0787 

Study of internal management techniques for 
industrial R&D; investigators R&D budgeting, 
scheduling, costing, reporting, and evaluation. Re- 
search based on a literatiu-e survey and on inter- 
views with managers of 12 industrisil firms. Dis- 
cusses ways in which effectiveness of REcD efibrt 
can be improved with the judicious use of mea- 
surement and control devices to provide informa- 
tion for managerial decision-making. Suggests that 
greater use can be made of quantitative methods; 
that firms make more use of the Program Evalua- 
tion Review Technique (PERT), the Critical Path 
Method (CPM), and other network techniques as 
a project control tool; and that greater effort be 
made to evaluate the contribution of the REcD 
function. The authors are researchers with the Na- 
tional Association of Accountants. Bibliography, no 
index. 


Goulet, Denh. lha tmeertuin promim Value am- 
fiMe fii iedtnoloey itmufer. New York: EDOC/ 
Nortfa America in cooperation with tise Overseas 
Devekpmmit Council. 1977. I^. xiv, 320. $5.95, 
psgwr. /EL 79-0789 

Focuses on “cmnpeting visions bendto” or 
value conflicts in tiie trantier of industrial techncl- 
ogiesi from privsite firms in the United States to 
Third World countries in Latiil America. Argues 
that there exists a "vital nexus which links the 
value content of modem technology to basic de- 
velopment strategies and to technology policies 
adopted in less-developed countries"; and uses this 
philosophy to examine tiw "values and dyna- 
misms" of the universe of technology, (2) to assess 
the impact of the “two-edged sword" of technd- 
ogy transfers on development, and (3) to consider 
options for technology policy for economic devel- 
opment. Concludes that technology and develop- 
ment both have beneficient and destructive as- 
pects, but as societies struggle for genuine 
development, the key lies in the criteria chosen 
to decide which values to preserve. Based on docu- 
ments reviewed and field research conducted 
from September 1972 to December 1975. The au- 
thor is presently a senior fallow at the Overseas 
Development Council in Washington, D.C. In- 
dex. 

Heertje, Arnold. Economics and technological 
change. English edition. London: Weldenfeld and 
Nicolson; distributed by Wiley, Halsted Press, 
[1973] 1977. Pp. xii, 334. $10.95, paper. 

JEL 79-0789 

Paperback edition is now distributed in the 
United States by Halsted Press. [See JEL no. 78- 
01 79 for annotation.] 

Palda, Kristian S. The Science Council's weakest 
link: A critique of the Science Council’s techno- 
cratic industrial strategy for Canada. Vancouver, 
B.C.; Fraser Institute, 1979. Pp. xiv, 60. $4.95, pa- 
per. JEL 79-0790 

Criticizes the Bretton and Gilmore 1978 study 
for the Canadian Science Council on achieving 
technological sovereignty, The Weakest Link: A 
Technological Perspective on Canadian Industrial 
Underdevelopment [see JEL no. 79-049O\. Main- 
tains that the Science Council’s economic facts and 
analyses are inadequate and suggests that the 
study is “a lobbying effort” to “create more jobs 
for scientists and engineers and ... to promote 
economic nationalism." The author is Professor of 
Business Economics at the School of Business at 
Queen’s University, Kingston, Ontario. No index. 

See alto: Book Number JEL 79-0780 
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Cmm. PlUNCtt AMO Gotxjnr, WyNNS. Th 0 pian- 
ning cf tahcommunioaHont in tha Vnitad King- 
dom. Otrabridge: Univenity of Cambridge, De- 
partment of ytopUed Economicf, 1978. Pp. 76. 
X1.50, paper. JSC 79-0791 

Arguei that the logic of teleoonununlcationa 
piaiwiiwj guided by cott-minimization criteria, and 
weakly monitored, hai been faulty and conitructs 
a practical aet of planning prlndplea. Deacribea 
the development oS the ayitem uaing statistics for 
the post-1950 period, summarizes the changes in 
customer requirements and technology in the 
field, and analyzes alternative approaches to plan- 
ning in the area. Argues that the Post OfiBce *‘is 
not an appropriate body to determine a national 
strategy for telecommunications,” and endorses 
the 19^ Carter Beview Committee’s recommen- 
dation for the establishment of a policy council, 
but feels that the proposed scope of its powers 
and range of activities are inadequate. Concludes 
that many criteria other than cost should be esti- 
mated and monitored as a guide to decision-mak- 
ing in planning the telecommunication system. No 
index. 

Khuzas, Anthony T. and Schmittroth, John, Jr., 
eds. Sew information syetems and services: A peri- 
odic supplement to the third edition of Encyclope- 
dia of Information Systems and Services. Issue 1, 
March 1979, Entries 2095-2329. Detroit; Gale Re- 
search, 1979. Pp. 75. $60.00, inter-edition sub- 
scription, paper. JEL 79-0792 

Provides cmrent and continuing coverage of de- 
velopments between editions of the Encyclopedia 
of Information Systems and Services (for annota- 
tion of latest edition, see /EL no. 79-0196]. Index. 

Nibuon, Jens and Nielson, Jackie. How to save 
or make thousands when you buy or sell your 
house. Revised Edition. Garden City, N.Y.: Dou- 
Ueday, Dolphin Books, [1971, 1974] 1979. Pp. xii, 
179. $5.95, paper. /EC 79-0793 

Guidebook aimed at acquainting the reader 
with a typical real estate transaction. In three 
parts: being a wise seL'er; being a wise buyer; and 
legal and financial aspects of real estate transac- 
tions. Each section includes several worksheets. 
A list and description of the various forms used 
in real estate ue appended. Index. 

Skhel, Werner, ed. Public pHlity rate making in 
an etmgg-oonecious environment Westview Spe- 
cial Studies in Natural Resources and Energy Man- 
agement Boulder: Westview Press, 1979. Pp. xxiii, 
145. $18.50. JEC 79-0794 


Seven prevkwsly unpubUsbed essays by econo- 
mists sand lawyers on &e cositroversy invohdng 
dse level and structure of prices in the natural 
gas and deotricity indnriries. originally .presented 
rt the Sevendi Midbigsn Conference on Ptfolic 
Utility Economics, held at Wayne State University 
in the spring of 1977. FoUowing two papers each, 
on rate-making in natural gas and electricity, die 
authors look at an indexing eiqieiiinent used in 
New Mexico, the procedural impedi m en t a to rate 
changing, the relationship between conservation 
and the prices of electricity and natural gas. Con- 
tributors include: Paul L. Joskow, Roger W. 
Koenker and David S. Sibley, Lawrence Kumins, 
Philip J. Mause, Alfred L. Parker, Thomas D. Mor- 
gan, and Elric Schneidewind. The editor is Profos- 
sor of Economics at Western Michigan University. 
Index. 

See also: Book Ninnbers JEC 79-0643, 79-0664 

700 Agriculture: Natural Resources 

710 Agriculture 

Hayami, Yujiro. Anatomy of a peasant economy: 
A rice village in the Philippines. In association 
with M. Kikuchi et al. Los Banos, Philippines: In- 
ternational Rice Research Institute, 1978. Pp. viii, 
149. Paper. JEC 79-0795 

Case study examining the impact of new rice 
technology on employment and income distri- 
bution in a Philippine rice village. Based on de- 
tailed records of 11 households (out of a total of 
95) for 1975-76 of fomily labor allocation among 
current production and capital formation, as well 
as of all marketed and nonmarketed transactions 
of a simple of households. Documents the flows 
of goods and services among various household 
and village activities to ensure consistency in a 
double-entry system. The author is Professor of 
Ekxmomics at Tokyo Metropolitan University. No 
index. 

The International Rice RESEAiKai Institute. 
Economic consequences of the new rice technol- 
ogy. Los Banos, Philippines; International Rice Re- 
search Institute, 1978. Pp. v, 402. Paper. 

JEC 79-0796 

Thirteen previously unpublished papers from a 
December 1976 conference sponsored by the In- 
ternational Rice Research Insdtute, qipraising the 
socioeconomic impact of the development and dif- 
fusion of modern rice varieties in tropical and sub- 
tropical Asia, including harmful as well as benefi- 
cial effects. Papers organized major topic: 
output and supply; JanR income itructure; labor 
and mec h a n ization; fertilizer and water; social 
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beno&t^ and Gommaatib)' partioiiNuiti fol- 

low oadt fMpor. No index. 

SRA.W, Paou Canada'* farm popukMom AnalytU 
of ineomaand rdatad dmractaritite*. Caonit 
lytical Study. Ottawa: Statistics Canada by author- 
ity of the Ministry of Industry, Trade Com- 
merce, 1079. Pp. 284. $2.80, paper. 

JEL 79-0797 

Study of the socioeconomic characteristics of 
Canada’s form population, based on the Ag-Pop 
data base developed from the 1971 Census of Agri- 
culture and Population. Provides data on demo- 
graphic and economic characteristics of farm 
households, analyzes the relationship between 
form incomes and form performance and attri- 
butes, examines differentials in operator character- 
istics according to six agricultural sales categories, 
and evaluates human versus non-human elements 
in forming and their effects on performance and 
income. Finds in part that: Farm family sizes are 
above the average; the resident form population 
varies between provinces; age and total income 
are positively related; off-farm employment has 
become a significant portion of farm income; and 
an upgrading of the distribution of operators by 
education will have a positive influence on form 
performance. Includes considerable data on farm 
population and income for 1971. Bibliography; no 
index. 

SUBBARAO, K. Rioe marketing system and compul- 
sory levies in Andhra Pradesh: A study of public 
intervention in foodgrain marketing. Institute of 
Economic Growth, Delhi, Studies in Economic 
Development and Platming, no. 22. Bombay; Al- 
lied Publishers, 1978. Pp. xvi, 173. Rs. 50.00. 

JEL 79-0798 

Examines the economic efficiency of the rice 
marketing system in the West Godavari district, 
Andhra Pradesh region of India (1968-72), the 
forces promoting or impeding competition be- 
tween buyers and sellers of the product in the 
villages, the impact of public intervention, and the 
potential of the prevailing system to meet futm-e 
requirements. Hie West Godavari district was cho- 
sen for study because of intensive procurement 
operations of the government in the district. Finds 
organizational and efficiency problems in the mar- 
keting system, but indicates “losses suffered by the 
small formers on account of various imperfections 
in the marketing system, when related to their 
total income, do not i^pear to be. . . large.” Finds 
that evasicm of tiie producer levy is widespread 
and that the levy proportions and prices fixed by 
government leave no margin to the rice millers; 
but abo, government policies result in excess ca- 


pacity. The study is an coctended vataton of the 
aa&ar’* PhJD. thesis. University of Ddfai Hie au- 
tiior is a Reader at Hift Institute of iHooiMiinie 
Growth, DelhL BiUtographyi index. 

'Thiam, Tan Bock and Onc, Shao-kr, eds. Mood- 
ings in Asian farm management Singapore: ffinga- 
pore University Press, 1979. 1[^. x, 350. Paper. 

' JEL 79-0799 

'Twenty-four previously published articles in- 
tended as supplemmital reading in an undergradu- 
ate course in form management Focused specifi- 
cally on the Asian world and drawn firam 
professional journals, primarily in Asia, the selec- 
tions are in five parts; econcunic principles and 
applications; form business and management anat- 
yds; institutional foctors; technological innovation; 
and policy issues. Each section includes an intro- 
duction by the editors. S. Ong is in the Department 
of Agricultural Economics, Kasetsart University, 
Bangkok, and T. B. Thiam is on the Faculty of 
Agriculture, University of Malaya, Kuala Lumpur. 
No index. 

See also. Book Numbers /£L 79-0618, 79-0714, 79- 
0741, 79-0761, 79-0805 

720 Natural Rrsovrcis 

Ahmed, S. Basheer. Nuclear fuel and energy pol- 
icy. Lexington and Toronto; Heath, Lexington 
Books, 1979. Pp. xviii, 158. 117.00. 

JEL 79-0800 

Develops an economic framework to examine 
the nuclcwr fuel cycle and U.S. uranium mining 
and milling industries and presents a recursive 
econometric model that forecasts uranium outputs 
and prices for the period 1977-2000. Three cases 
were used for the simulation; a base-case expansion 
of nuclear capacity to 380,000 megawatts (MW) 
by the year 2000; an increase in nuclear oqpacity 
at a foster rate than the base case (620,000 MW); 
and expansion at a slower rate to 330,000 MW 
capacity in 2000. Finds in part that; (1) in all cases, 
prices for uranium are expected to doable during 
the period 1980-2000; (2) the U.S. has sufficient 
uranium to meet fuel needs of the maximum pro- 
jected nuclear capacity; (3) there is no fear of short- 
ages in world supply of enrichment ciqzacity; and 
(4) uncertainties in coal’s future may cause the 
differential costs between coal and nuclear feel 
to widen in fovor of nuclear. The author is Profes- 
sor of Economics, Western Kentucky University. 
Bibliogriq>hy; index. 

Ausland, John C. Norway, oil, and foreign policy. 
Westview Special Study. Boulder, Colo.: Westview 
Press, Oslo; J. W. Cappelens Forlag A. S., 1979. 
Pp. ix, 140. $15.00. JEL 79-0801 
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Anjly rin of the problems, benefits, and future 
prospects of Norway as an ofl-producing nation 
from the foreign policy standpoint. Discusses Nor- 
way’s position vit-4-vis OPEC and die Interna- 
tional Energy Agency (lEA) as well as oil prices, 
profits, and production in general. Concludes that 
while Norway's role in world oil production is 
likely to increase rather than dimii^, the pros- 
pects for any land of organization or coordination 
of North Sea activities seem poor. The author, now 
a writer, was with the U.S. foreign service for 25 
years. No index. 

ExTAVoim, Winston Conrad. The exclusive eco- 
nomic zone: A study of the evolution and pro- 
gressive development of the international law of 
the sea. International Law Series, no. 5. Leiden: 
Silthoff & Noorhoff International; Geneva; Institut 
Universitaire de Hautes Etudes Internationales, 
1979. Pp. XV, 369. $30.00. JEL 79-0802 

Describes the evolution of the concept of the 
exclusive economic zone in the law of the sea and 
analyzes various problems the concept poses. Ex- 
amines how developments in state practice relat- 
ing to extended maritime jurisdiction have shaped 
the modern concept of the exclusive economic 
zone; uses the draft text of the Third United Na- 
tions Conference on the Law of the Sea to elabo- 
rate on specific rules constituting the concept; as- 
sesses the current state of the law; and speculates 
on consequences of not adopting the Convention 
on the Law of the Sea. The author is Lecturer 
in International Law at the Institute of Interna- 
tional Relations, Trinidad, Bibliography; index. 

Field, Barry C. and Willis, Cleve E. Environ- 
mental economics: A guide to information sources. 
Man and the Elnvironment Information Guide Se- 
ries, vol. 8. Gale Information Guide Library. De- 
troit; Gale Research, 1979. Pp. xix, 243. $22.00. 

JEL 79-0803 

Annotated selected bibliography of sources from 
the physical, social, and natural sciences on the 
economics of the environmental management and 
planning process. Draws from periodical litera- 
ture, government documents, journal articles, and 
books. In two parts; theoretical works and empiri- 
cal studies. Lists of relevant textbooks, collected 
volumes, government agencies, legislation jour- 
nals, and abstracts and digests appended. B. C. 
Field is Associate Professor of Economics, Univer- 
sity of Miami, and C. F. Willis is Professor of Re- 
source Elconomics; University of Massachusetts at 
Amherst. Author, title, and subject indices. 

Foue, Michael and McColl, Gregory D. The 
international energy situation five years after the 


OPEC price rises. CAER Paper, no. S. Kensington, 
New South Wales; Centre for Applied Economic 
Research, University of New South Wales, 1978. 
Pp. 156. $3.00, paper. JEL 79-0804 

Examines the principal recent projections of the 
demand for and supply of primary energy in the 
world economy, including those of the OECD, the 
Workshop on Alternative Energy Strategies 
<WAES), Elxxon, World Energy Conference 
(WEC), the U.S. Central Intelligence Agency, 
(CIA) and others. Reviews briefly the trends in 
energy consumption 1925-77, but particularly 
from 1960-73; assesses the estimates for demand 
in the world as a whole and in the United States, 
Western Europe, Japan, and the non-OPEC, less 
developed countries; considers the projected 
trends in supply of oil, natural gas, coal, and ura- 
nium. Asserts that, despite expected increases in 
oil production elsewhere, “an increase in the abso- 
lute level of OPEC production will be required 
up to the mid-J980s’‘ even with relatively low 
growth rates in the world economy. Suggests that 
"alternatives to oil could play a much bigger role 
in 'the energy situation in the 1990s and beyond 
the turn of the century” and, assuming that the 
OPEC countries do not restrict production, "it is 
by no means certain that the real price of oil will 
rise substantially.” No index. 

Food and Agriculture Organization of the 
United Nations. China: Forestry support for ag- 
riculture. Heport on a FAO/UNDP study tour to 
the People s Republic of China, 11 A ugust-30 Sep- 
tember 1977. FAO Forestry Paper no. 12. Rome: 
Author; distributed by Unipub, New York, 1978. 
Pp. xii, 103. $4.50, paper. JEL 79-0805 

The report of a 1977 international study tour 
designed to observe and analyze the Chinese ap- 
proach to forestry development and how it is inte- 
grated into and supports agriculture. Examines the 
links between forestry and agriculture as shown 
by the organizational structure, education, and re- 
search and extension programs, economic policy 
and planning, and the impact of general agricul- 
tural policy and specific activities on forestry. Con- 
siders the adaptation of China’s practices to other 
countries and recommends follow-up projects. In- 
cludes numerous photographs. No index. 

Food and Agriculture Organization of the 
United Nations, Forestry Department. 
Forestry for local community development With 
the assistance of the Swedish International Devel- 
opment Authority. FAO Forestry Paper no. 7. 
Rome: FAO; distributed by Unipub, New York, 
1978. Pp. 114. $5.00, paper. JEL 79-0806 
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Examines the nature and scope of dependence 
on forests and forest products at the local rural 
community level in different parts of the develop- 
ing world; assesses the problems and possible solu- 
tions for the development of rural areas; and iden- 
tifies forestry policies and project specifications for 
forestry programs likely to benefit poor rural com- 
munities. Appendices constitute almost half the 
study and provide an outline for area surveys; sum- 
maries of 17 case studies by country; other forestry 
data; and annotated references. No index. 

Hannesson, RtiCNVALDUH. Economics of fisheries: 
An introduction. Bergen, Norway; Universitets- 
forlaget; distributed by Columbia University Press, 
New York, 1979. Pp. 156. $18.00. 

JEL 79-0807 

Introduction to the study of fish resources, ap- 
proached in a welfare-economic vein. Examines 
the natural resource base of fish, conditions for 
simultaneous biological /economic equilibrium, 
and the supply curve and marginal cost of the fish- 
ery. Discusses two ownership possibilities: sole 
ownership and public management and reviews 
the application of applied yield models developed 
by fishery biologists. Assumes some background 
in microeconomics and welfare theory. The author 
is Senior Lecturer in Economics at the University 
of Bergen, Norway. Selected bibliography; in- 
dex. 

Krause, Lawrence B. and Patrick, Hugh, eds. 
Mineral resources in the Pacific area: Proceedings 
of the Ninth Pacific Trade and Development Con- 
ference. San Francisco: Federal Reserve Bank of 
San Francisco, 1978. Pp. 710. Paper. 

JEL 79-0808 

Thirteen papers, related discussions, and ad- 
dresses from a conference held in San Francisco 
on 22-26 August 1977. The papers are in three 
parts: theoretical and empirical studies on the eco- 
nomics and politics of natural resources; case stud- 
ies on resource endowment and economic devel- 
opment in Australia, Japan, Chile, and Korea; and 
policy alternatives to international trade arrange- 
ments, which have failed in the past. Participants 
generally agree that; (1) the world does not face 
a shortage of raw materials; (2) many countries 
are, however, concerned about the security of en- 
ergy supplies; and (3) the best way to solve re- 
source market instability is through international 
stabilization commodity agreements; income re- 
distribution, although a legitimate goal, is a sepa- 
rate issue. L. B. Krause is a Senior Fellow at the 
Brookings Institution and H. Patrick is Professor 
of Far Eastern Economics at Yale University. No 
index. 


McDonald, Stephen L. The Imuing of federal 
lands for fossil fuels production. Baltimore and 
London; Johns Hopkins University Press for Re- 
sources for the Future, 1979. Pp. xiv, 184. $15.95. 

JEL 79-0809 

Examination of federal mineral land-leasing pol- 
icy based on the view that the greater part of the 
remaining fossil fuel resources in the United States 
are to be found on lands under federsJ jurisdiction. 
Argues that the government leasing policy "should 
try to capture a maximum of the present value 
of the pure economic rent arising from minerals 
production on federal lands.” Abstracts from ad- 
ministrative details and procedures. Develops an 
analytical framework based on economic rent and 
optimum rate of output of minerals, and specific 
procedures in land leasing. Recommends that all 
such leasing should be by competitive bidding in 
the form of bonus bidding (a lump sum payment 
made at the time of leasing) with a modest fixed 
royalty; also that joint bidding by all but the largest 
bidders should be allowed as tending, on balance, 
to increase competition. Suggests experimentation 
with various bidding schemes. The author is Pro- 
fessor of Economics, University of Texas at Austin. 
Index. 

Mitchell, Edward J., ed. Oil pipelines and public 
policy: Analysis of proposals for industry reform 
and reorganization. AEI Symposia, no. 79-E. 
Washington, D.C.: American Enterprise Institute 
for Public Policy Research, 1979. Pp. 392. $13.75, 
cloth; $6.75, paper. /EL 79-0810 

Six previously unpublished papers plus com- 
ments by economists, lawyers, and oil pipeline ex- 
perts from a conference sponsored by the Ameri- 
can Enterprise Institute in March 1979. Part one 
is on pipeline divestiture (Donald L. Flexner) and 
the pipeline undersizing argument (Edward W. 
Erickson, Gayle C. Linder, and William L. Peters), 
and part two covers regulation by the government 
(Thomas C. Spavins) and its effectiveness (Ulyesse 
J. LeGrange). The third part considers some alter- 
natives to the present pipeline systems (Lucinda 
M. Lewis and Robert J. Reynolds) and pipelines 
and public policy (Michael E. Canes and Donald 
A. Norman). Includes supplementary material: tes- 
timony and two government agency reports on 
pipeline competitiveness, an Exxon report on rates 
of returns, and a discussion of industry structure 
by S. Morris Livingston. The editor is Professor 
of Economics, University of Michigan Graduate 
School of Business and the Director of the Energy 
Policy Studies at the AEI. No index. 

Mulholland, Joseph P. Economic structure and 
behavior in the natural gas production indus- 
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try. Staff Beport of the Bureau of Economics to 
the Federal T^ade Commissi on. Washington; 
Uil.C.P.O.. 1979. Pp. vii, 106. Paper. 

JEL 79-0811 

An analysis of the competitive potential of the 
natural gas supply industry in the absence of price 
regulation. Beviews industry characteristics: ex- 
amines national concentration ratios; evaluates the 
anticompetitive effect of Joint ventures on seller 
structure; and explores the ownership pattern of 
extended-term nonproducing leases in the federal 
offidtore sector. Chief source of data is producer 
req>onses to the Federal Trade Co mm ission’s 
Natural Gas Survey QuestUmrtaire. Principal find- 
ings are that (1) seller concentration is relatively 
moderate; (2) the industry’s exchange characteris- 
tics tend to limit the scope of monopolistic behav- 
ior; (3) integration between producers and trans- 
porters does not appear to pose a competitive 
threat; (4) although joint venture activity is broad 
and growing, its current level is not a problem 
for competition. Concludes that "Federal price 
regulation is not necessary to control monopolistic 
tendencies in the gas sector." Extensive appen- 
dices; no index. 

Phillips, Owen. The last chance energy book. 
Baltimore and London: Johns Hopkins University 
Press, 1979. Pp. x. 142. $9.95. JEL 79-0812 

Nontechnical explanation by a geophysicist on 
the magnitude of the energy crunch, why the 
problem will worsen before it improves, and the 
options available at the individual and national lev- 
els. Discusses both conservation, including individ- 
ual household, and alternative energy sources. 
Little economic content. The author is Decker 
Professor in Science and Engineering at the Johns 
Hopldiu University. Index. 

PlNDYCK, Bobert S.. ed. The structure of energy 
markets. Advances in the Economics of Energy 
and Besources; A Besearch Annual; 1979, Volume 
1. Greenwich, Conn.; JAI Press, 1979. Pp. vi, 310. 
$27.50, institutions; $14.00, individuals. 

JEL 79-0813 

Ten previously unpublished papers on aspects 
of the energy nuu'ket and its relation to the 
macroeconomy. Topics include: energy and the 
economy, the elasticity of substitution between en- 
ergy and other factors of production, and the appli- 
cation of "The Stanford PILOT Energy /Economic 
Model” to the energy policy, the effect of the En- 
ergy Policy and Gbntervation Act <1075) on gaso- 
line demand, the industrial organization of the oil 
industry, and the economic viability of the “throw- 
away” fuel cyde. Also covers the importance of 
nuclear power for developing countries and the 


role of the financial sector in adfustment to higher 
oil prices. The editor is at the Sloan School of man- 
agement, Massachusetts Institute of Technology. 
No index. 

PlNDYCK, Bobert S., ed. The production and pric- 
ing of energy resources. Advances in the Econom- 
ics of Energy and Besources, A Besearch Annual: 
1979, volume 2. Greenwich, Conn.; JAI Press, 
1979. Pp. xi, 250. $26.50, institutions; $13.50, indi- 
viduals. JEL 79-0814 

Ten previously unpublished papers by eleven 
authors on energy resource supply, pricing, and 
management. Topics covered include; statistical 
forecasting of discovery rates; theoretical issues in 
the exploration, production, and pricing of ex- 
haustible resources; optimal exploitation; the role 
of supply in world markets; and the relation be- 
tween resource markets and the macroeconomy. 
The editor is at the Sloan School of Management, 
Massachusetts Institute of Technology. No index. 

Price, Colin. Landscape economics. New York; 
Holmes $c Meier; London; Macmillan Press, 1978. 
Pp. xii, 168. $29.50. JEL 79-0815 

Suggests approaches to the economic evaluation 
of landscape. Identifies characteristics of landscape 
value and associated cost concepts. Outlines purely 
aesthetic, the political, and the purely statistical 
approaches to evaluation and then attempts a syn- 
thesis. Includes treatments of values over time and 
applications to land-use changes. The author is 
Lecturer in the Department of Forestry and Wood 
Science at the University College of North Wales. 
Glossary; index. 

SCHELLINC, Thomas C. Thinking through the en- 
ergy problem. New York: Committee for Eco- 
nomic Development, 1979. Pp. xi, 63. $5D0, pa- 
per. JEL 79-0816 

Argues that the issue of paramount importance 
in the energy problem is price and diat regulation 
of prices "subsidizes excessive consumption, inhib- 
its exploration and development of supply, and 
misrepresents the worth of technological changes 
that economize energy.” Identifies oil imports as 
a key in the connection between domestic energy 
policy and many other energy-related strategic 
and foreign pdicy issues. Contends that holding 
U.S. oil imports to more reasonable leveb will pro- 
vide leverage to other oil-importing countries as 
well. Concludes that although the market system 
does not respond to all environmental and foreign 
policy concerns, the market’s fiexibility and adapt- 
ability provide the best resource in dealing with 
the energy situation. The author is Lucius N. Lit- 
tauer Professor of Political Economy, John Fitzger- 
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■U Kennedy School of Government, Harvard Uni* 
versity. No index. 

Shechtbr, Mosdbchai AMO Lucas, Robert C. 
Simulation recmational ute for park and wil- 
damass management. Baltimore and London; 
Johns H(^>kins University Press for Resources for 
the Future. 1978. Pp. xix, 220. $18.50. 

JEL 79-08J7 

Designed to aid in a computer-based-simulation 
model used to predict overall use patterns of new 
trails, trail closures, new camp areas, new entry 
points, etc., which aims at preserving the wilder- 
ness aspect of public wilderness parks through re- 
stricting the number of people who may receive 
the benefit while attempting to minimize the 
number of people excluded and activities prohib- 
ited. The model is based on an earlier simulator 
developed at Resources for the Future and is ap- 
plied to problems of wilderness management in 
the Desolation Wilderness of California. Provides 
description of the model, an overview of the char- 
acteristics of Desolation Wilderness, discussions of 
the input data and of validation tests, and evaluates 
the use of the model in formulating and testing 
use management policies. The authors are, respec- 
tively, Associate Professor of Economics at the Uni- 
versity of Haifa and senior researcher, Technion- 
Israel Institute of Technology; and Project Leader 
of the USDA Forest Service, Intermountain Forest 
smd Range Eucperiment Station at Missoula, Mon- 
tana. Subject and author indices. 

SiNCH, Narindar. Economics and the crisis of ecol- 
ogy. Second edition. Delhi: Oxford University 
Press, [1976] 1978. Pp. xii, 181. $3.85, paper. 

JEL 79-0818 

This edition has a new epilogue entitled "Ecol- 
ogy and Heresy." [See /fX no. 77-0833 for annota- 
tion of first edition]. Select bibliography; index. 

SoNENBLUM, SIDNEY. The energy connections- Be- 
tween energy and the economy. Cambridge, Mass. : 
Harper it Row, Ballinger, 1978. Pp. xvii, 261. 
$18.50. JEL 79-0819 

Presents alternative views of the desirability of 
economic growth, stressing the role of energy in 
that growth and discussing the desirable and unde- 
sirable aspects of energy use. Describes energy 
consumption trends and sources of economic 
growth in the United States over the past century. 
The author reluctantly comes out in favor of ex- 
panded supply and use of fossil and nuclear fuels, 
since he sees continued economic growth in the 
United States and the world as desirable and tied, 
at present, to fossil and nuclear fuels. The author 
is an economic research consultant and is associ- 


ated with the University of Southern CaUfoniii 
Index. 

Whittle, Charles E., et al. Economic and en% 
Tonmental impactt of a U.S. nuclear moratoriut 
198S-2010. Second edition. MIT Press and the Ii 
stitute for Energy Analysis, Perqpectives in Energ 
Series. Cambridge, Mass., and London: MIT Pres 
[1976] 1979. Pp. jd, 381. $17.50. JEL 79-081 
This volume inaugurates a series of studies des 
ing with long-term energy problems, conducta 
by the Institute for Energy Analysis [lEA) an 
sponsored by the Institute and the MIT Press; fir 
^tion was an lElA report to the National Researc 
Council’s Committee on Nuclear and Altemativ 
Systems. Studies what the implications would fa 
for the United States of a moratorium on nuclei 
energy if its supply were frozen at the level i 
production or under construction in 1980. E^t 
mates future demand for energy, particularly elet 
tricity, developing a " ‘high’ estimate for total et 
ergy . . . [that] is much lower than most previous! 
published estimates." Examines economic and er 
vironmental implications, including future cost c 
electricity, regional dislocations, nuclear industr 
impacts, eflTect on the coal industry, intematioiu 
impacts, reactor accident probabilities versus ei 
pected coal mining accidents at a local level; reac 
tor radiation emissions versus coal-fired emission 
eflects on public health, and uranium mining vei 
sus coal mining impacts on land use. Conclude! 
in part, that nuclear power appears to be cheape 
than fossil fuel-generated power for most regior 
of the United States and that emissions of atmc 
spheric pollutants would l>e about 20 percer 
lower if nuclear power were not curtailed. Indei 

See also: Book Numbers /EL 79-0721, 79-0741, 7i 
0781, 79-0782, 79-0794 

730 Economic Geography 

See also; Book Number JEL 79-0646 

800 Manpower; Labor; Population 

Addison, John T. and Siebert, W. Stanley. 77! 
market for labor: An analytical treatment. Sant 
Monica: Goodyear, 1979. Pp. xi, 500. 

JEL 79-082 

A text Approach outlines the main theories 1 
each area and examines the empirical studies “t 
discriminate among the alternative theories.” Pai 
ticular areas covered include: demand for and sui 
ply of labor, investment in human capital, labc 
market efficiency, discrimination, negotiation, col 
lective bargaining, job regulation, income distr 
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button, unemplayiiient, and wage inflatiMi. He- 
quiret ‘'acquaintance with methodi ... of rtatif- 
tict commonly uaed in economic*." Provides re- 
view of *tati*tik!al concepts and useful calculus in 
the introduction and in an appendix. Author and 
suhiect indices. 

Bain, G. S. and Woolven, G. B. A bibHogtufAv 
cfBritUh indiutrial relatiotu. New York; London 
and Melbourne: Cambridge University Press, 
1879. Pp. xxiv, 665. 199.50. JEL 79-0822 

Interdisciplinary bibliography of secondary ma- 
terial published in English between 1880 and 1070 
on British Industrial relations. Includes all printed 
books, pamphlets, articles in journals, theses, and 
government reports from the fields of industrial 
psychology and sociology, labor economics, labor 
law, labor history, personnel nuunagement, and so- 
cial administration. The 15,056 entries are in seven 
mejor parts: general; industrial attitudes and be- 
havior of employees; employee organization; em- 
plo organizations; labor-management relations; 
conditions of employment; and the state and its 
agencies; detailed breakdowns within each part. 
G. Bain is Director of the Industrial Relations Re- 
search Unit, University of Warwick and G. Wool- 
ven is Editorial and Information Assistant in the 
Publications and Information Department of the 
Association of Commonwealth Universities. 

Beixante, Don and Jackson, Mark. Labor eco- 
nomic!: Choice in labor markets. New York; Lon- 
don: Montreal and Paris: McCraw-HiU, 1979. Pp. 
xiU, 316. $14.95. JEL 79-0823 

Text for a one-semester course in labor econom- 
ics, for students who have had a principles course. 
Written within a neoclassical or choice-theoretic 
framework, the material is in four parts: labor de- 
mand and supply; wage differences under pure 
competition; wage differences attributable to im- 
perfect competition; and macroeconomics and la- 
bor markets. Chapters supplemented by questions, 
exercises, and lists of further readings. The authors 
are Associate Professors of Economics at Auburn 
University. Name and subject indices. 

Buhtt, Everett-Johnson. Labor in the American 
economy. New York: St. Martin's Press, 1979. Pp. 
xvii, 489. $14.95. JEL 79-0824 

Introductory text in labor economics, focusing 
both on theory and policy ooosiderations. In four 
parts: labor force, simply, demand, and markets; 
development of dnions and. union policy; collec- 
tive bargaining and the role of government con- 
trob; and wages, unemployment, and economic 
security. Chapters Include questions for discussion. 
The author is at Boston University. Glossary; index. 


Dennis, Barbara D., ed. Prootedingt the thirty- 
first annual meeting, August 29-31, 1978, Chi- 
cago. Industrial Relations Research Association Se- 
ries. Madison: Industrial Relations Research Asso- 
ciation, 1979. Pp. X, 351. $10.00, paper. 

JEL 79-0825 

Comprises thirty-three papers, many with dis- 
cussions, Charles C. Killingsworth’s presidential 
and Robben W. Flemming’s distinguished speaker 
addresses, and the annual reports for 1978. Papers 
in ten parts; the objectives of unemployment com- 
pensation; the welfare system and labor markets; 
labor-^naiugement relations; labor markets; a dis- 
sertation roundtable; issues in employment policy; 
union organizing; wage adjustment and the CPI; 
civil rights and equal employment opportunity; 
and theoretical developments in labor economics 
and related Implications for policy analysis. The 
editor is at the University of Wisconsin. No index. 

Klein, Lawrence R. and Ghozeil, Susan. A pop- 
ularized version of 21 doctoral dissertations. R&D 
Monograph no. 70. Washington, D.C.: U.S. Depart- 
ment of Labor, 1979. Pp. vii, 113. Paper. 

JEL 79-0826 

Third in a series designed to make the findings 
from recent dissertation research available to a 
wide audience. Topics reflect a broad selection 
from work in the social and behavioral sciences 
on "stresses in the labor market” and "stresses on 
the labor force.” The present volume condenses 
twenty-one dissertations in language accessible to 
nonacademics; previous volumes consisted of dis- 
sertation abstracts. Attempts to summarize the 
purpose, the approach, the findings, and actual 
or potential applications of each dissertation. Law- 
rence R. Klein is Adjunct Professor of Economics 
at the University of Arizona, and Susan Ghozeil 
is Associate Director of the Pima Alcoholism Con- 
sortium in Tucson, Arizona. No index. 

OsTRY, Sylvia and Zaidi, Mahmood A. Labour 
economics in Canada. Third edition. Assisted by 
Gail Cook Johnson. Toronto: Macmillan of 
Canada, 1979. Pp. 418. $12.50, paper. 

JEL 79-0827 

Text that focuses on institutional and quantita- 
tive aspects of the Canadian labcHr market, particu- 
larly labor supply and wages. This edition, like the 
others, stresses policy issue* and includes ex- 
panded treatment of maiqwwer policy and in- 
comes policy. Ail quantitative analyses have been 
updated. [Sm JEL no, 75-0227 for annotation of 
second edition.] Dr. Ostry is Chairman of the Eco- 
nomic Council of Canada and Dr. Zaidi is Professor 
in the Industrial Relations Center at the University 
of Minnesota. Author and subject indices. 
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810 MANPOWBR TBAININC and ALLOCATlONi 
Labor Force and SoRrLT 

Sm aUo; Book Number JEL 79-0786 

800 Labor Markets} Pubuc Pouct 

Dunetz, Martin R. How to finance your retirement. 
Reston, Va.; Prentice-Hall, Reston Publishing Co., 
1979. Pp. xii, 227. $16.95. JEL 79-0828 

Workbook containing text, tables, graphs, and 
sample applications, on the specific investments 
appUcable to retirement plans for professionals. 
The author discusses social security, private pen- 
sion plans, the stock market, individual retirement 
accounts, annuities, educator retirement, mutual 
funds, and corporate plans. The author is a pension 
and investment consultant. Glossary; selected 
bibliography; index. 

Hiestand, Dale L. and Morse, Dean W. Com- 
parative metropolitan employment complexes: 
New York, Chicago, Los Angeles, Houston, At- 
lanta. Foreword by Eli Ginzberg. Landmark 
Studies. Conservation of Human Resources Series, 
no. 7. Montclair, N.J.: AUanheld Osmun; distrib- 
uted by Universe Books, New York, 1979. Pp. xiii, 
141. $21.50. JEL 79-0829 

Based on the thesis that fundamental factors 
shaping employment patterns differ among mAJor 
metropolitan areas, that these differences affect 
the operation of the employment complexes, and 
that these differences have a differential impact 
on the employment experiences and patterns of 
various groups in each area, examines five metro- 
politan employment complexes. Discusses indus- 
trial, occupational, demographic, attitudinal, geo- 
graphic, transportation, and institutional factors in 
the five areas. Data are from existing studies of 
the areas, results of interviews conducted by the 
authors, and original analysis of the U.S. census 
and other data. Concludes with policy reconunen- 
dations, stressing that policies, administrative 
structures, and programs must be sensitive to dif- 
ferences among areas. The authors are Professor 
of Business, Graduate School of Business, Colum- 
bia University, and AcDunct Professor of Elconom- 
ics, Fordham University, respectively; both au- 
thors are Senior Research Associates, Conservation 
of Hiunan Resources Project, Columbia Univer- 
sity. Bibliography; index. 

Meier, Gretl S. Job sharing: A new pattern for 
quality of work and life. Kalamazoo: W. E. Upjohn 
Institute for Employment Research, 1979. Pp. xx, 
187. $4.50, paper. JEL 79-0830 

Explores the evolution, the motives, the 
methods, and the personal outcomes of working 


arrangements in which two individuals hold a tin- 
gle job position. Based on responses to a 1977 sur- 
vey of 238 job sharers representing 134 jobs na- 
tionwide. Occupations included teaching (26 
percent), administration (25 percent), secretarial 
(15 percent), social service (13 percent), research 
(9 percent), the remainder comprised editors, li- 
brarians, bank tellers, physicians, and food service 
workers. Eighty-two percent of respondents 
shared a 40-hour a week job with one other person. 
The survey data were augmented by in-depth in- 
terviews designed to examine motivations and re- 
actions to job sharing. Concludes with a treatment 
of policy implications and needs for the future. 
The author is Co-Director of New Ways to Work, 
a San Francisco-Palo Alto employment resource 
agency. No index. 

PiORE, Michael J. Eirds of passage; Migrant labot 
and industrial societies. London; New York tmd 
Melbourne: Cambridge University Press, 1979. Pp, 
X, 229. $14.95. JEL 79-0831 

Challenges view that income is the critical ana- 
lytic variable in the migration process and presents 
an alternative theory. Emphasizes the "job chstfac- 
teristics" (other than income) of the jobs migrants 
take, in order to "explain why the economy needs 
these jobs and why native workers reject them.” 
Based upon research projects concerned with the 
migration of black workers out of the American 
South, of Southern and Eastern European peasants 
to the United States, of guest workers in contem- 
porary Europe, and undocumented workers from 
Mexico and the Caribbean in U.S. cities. Focuses 
on the demand for and characteristics of migrants; 
the implications of migration for the economic and 
political processes in the industrial country; the 
impact upon the place of origin; the role of migra- 
tion in American history; and current problems 
and implications for public policy in the United 
States. Recommends three major reforms to the 
present migration system in the U.S.: (1) restric- 
tions on the legal entry of high-level manpower, 
(2) reduction in the size of the secondary sector 
by imposition of stricter legal standards, such as 
the minimum wage, better health standards, and 
encouragement of collective bargaining, and (3) 
legitimatizing the present alien labor supply, but 
argues that the present migration system is "more 
effective than is generally recognized in meeting 
society’s real goals, and that many proposals to 
reform the system are misguided." The author is 
Professor of Elconomics at the Massachusetts Insti- 
tute of Technology. Bibliography; index. 

See also: Book Numbers JEL 79-0656, 79-0782, 79- 
0837, 79-0839 
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830 TMiUn UmoNi; CoiXBCiTvx BabcaininC) 
Labob-Manacbmbmt Relatioki 

VAN HELVOOirr, Ernest. The Japanete working 
matu What choice? What reward? Vancouver: 
Univeraity of British Columbia Press, 1979. Pp. 
158. 115.50. JEL 79-0832 

A study of personnel management in Japanese 
enterprises, emphasizing the psychological aspects 
of the firm-employee relationships. Examines, in 
turn, employee motivation; the basic principles of 
reward and promotion; training and education; de- 
cision-making, participation, and communication; 
quality control and safety practices; welfare; and 
&e role of Japanese labor unions. Concludes that, 
while some changes have occurred within the Jap- 
anese pattern of persotmel management, adher- 
ence to the principles of lifetime employment 
seems "tenacious" and is the principal explanation 
for the great Japanese economic leap-forward. The 
author is Director of the Netherland National 
Tourist Office in Tokyo. Selected bibliography. No 
index. 

Raoice, Giles. The industrial democrats: Trade 
unions in an uncertain world. London; Boston and 
Sydney: Allen and Unwin, 1978. Pp. 241. $17.25. 

JEL 79-0833 

Examines the purpose and objectives of trade 
unionism in modern industrial society, arguing 
that if unions are to represent their members ef- 
fectively, a mAlor objective of British trade union- 
ism must be the extension of industrial democ- 
racy. Investigates the environment within which 
the unions operate and their response to that en- 
vironment. Outlines objectives, necessary for a 
more positive trade union approach covering the 
extension of collective bargaining, the develop- 
ment of industrial democracy, and broader social 
and economic aims. Discusses British trade union 
internal democracy, structure, and services, and 
the roles of the TUC and the Labour Party. Con- 
cludes that trade unions should share in all indus- 
trial decisions at all levels, should seek a continuing 
dialogue with government on economic and social 
priorities, and should expand their international 
outlooks through cooperation across national fron- 
tiers to deal with multinational firms and to play 
a constructive role within such organizations as 
the European Economic Community. The author 
is a Labour member of Parliament and former 
head of the researoh department of the General 
Municipal Workers’ Union,^ Britain’s third largest 
union. Index. 

Taylor, Benjamin J. and Witney, Fred. Labor 
relations law. Third edition. Prentice-Hall Indus- 


trial Relations and Personnel Series. Englewood 
CHfis, NJ.: Prentice-Hall, [1971, 1975] 1979. Pp. 
xiv, 834. $21.95. JEL 79-0834 

Text for liberal arts and business school majors 
on trends in and funding of the law of collective 
bargaining. The organization of this edition re- 
mains the same as previous editions [see /EL no. 
78-0837], but it includes new doctrines handed 
down by the National Labor Relations Board and 
the courts since the last edition. Contains a new 
chapter on minority workers’ problems and addi- 
tional material on the public sector, the Taft-Hart- 
ley Act, and board policies related to nonprofit 
hospitals. The texts of important national acts are 
appended. The authors are at the University of 
Oklahoma and Indiana University, respeiitively. 
Bibliography; case and general indices. 

Valente, Cecilia M. The political, economic, and 
labor climate in Venezuela. Multinational Indus- 
trial Relations Series, No. 4; Latin American Stud- 
ies (4d-Venezuela). Philadelphia: University of 
Pennsylvania, Wharton School, Industrial Re- 
search Unit, 1979. Pp. xviii, 280. $12.00, paper. 

JEL 79-0835 

Examines the investment climate in Venezuela 
with particular emphasis on labor relations. Dis- 
cusses Venezuelan politics and government, the 
economy, labor law, and the structure of organized 
labor. Concludes that Venezuela’s evolution to- 
ward full development depends critically on the 
posture of human resources management and solu- 
tion to the problems of the shortage of skilled labor 
and managerial talent, combined with wide- 
spread employment among the unskilled. The au- 
thor is a Research Assistant in the Industrial Re- 
search Unit at the Wharton School, University of 
Pennsylvania. Index. 

See also: Book Numbers JEL 79-0652, 79-0764, 79- 
0830 

840 Demographic Economics 

Cochrane, Susan Hill. Fertility and education: 
What do toe really kftow?W or\A Bank Staff Occa- 
sional Papers, no. 26. Baltimore and London: Johns 
Hopkins University Press for the World Bank, 
1979. Pp. xii, 175. $6.95, paper. JEL 79-0836 
Re-examines the evidence on the inverse rela- 
tionship between education and fertility, focusing 
on the determinants of the relation and on the 
intervening variables through which education 
brings about reductions in fertility. Develops a 
model in which it is hypothesized that "education 
does not affect fertility directly, but that it acts 
through many variables” (i.e., preferences for 
large families, knowledge of birth control) and 
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tests die model by reviewing studies in numerous 
countries, both those using aggregate and those 
using individual data on the relations of the vari- 
ables to fertility. Findings suggest that “education 
may increase or decrease individual fertility," with 
a greater decrease for the education of women 
than of men and in urban rather than in rural 
areas. Also finds that education is more likely to 
increase fertility in the poorest countries, perhaps 
by improving health, nutrition, etc. The author, 
an economist at the World Bank, suggests addi- 
tional areas of research as a requirement for policy 
formation. Author index. 

Hiemenz, V. AND SCHATZ, K. W. Trade in place 
of migration: An employment-oriented study with 
special reference to the Federal Republic of Ger- 
many, Spain and Turkey. A World Employment 
Programme, Study. Geneva: International Labour 
Office, 1979. Pp. X, 118. $8.75, paper. 

JEL 79-0837 

Case study designed to indicate the effects of 
"the transfer of industry and employment oppor- 
tunities" from developed countries with migrant 
labor to countries from which the migrant workers 
come. Examines probable effects of trade liberali- 
zation in Germany and direct foreign investment 
in Turkey and Spain. Surveys key growth, employ- 
ment, trade, and development issues, and trends 
for three countries. Considers the impact of manu- 
factured exports from developing countries on 
Germany and discusses the prospects of job trans- 
fers to Turkey and Spain. Also quantifies expected 
employment and capital effects of development 
policies that strive for closer integration of these 
countries in the international division of labor. 
Concludes that "international trade and capital 
movements can to a large extent be viewed as 
an alternative to the migration of workers,” but 
this does not mean that employment of migrant 
workers in foreign countries will become com- 
pletely insignificant in the future. The data bases 
for the empirical work are included. No index. 

Spencler, Joseph J. France faces depopulation. 
Postlude Eklition, 1936-1976. Studies in Social and 
Economic Demography. Durham, N.C.: Duke 
University Press, [1938] 1979. Pp. xiU, 383. $17.75. 

JEL 79-0838 

This reprint of the original 1938 work has been 
updated by a lengthy postlude, which reviews (1) 
the international redistribution of politico-eco- 
nomic power since World War II, (2) demographic 
changes in France since 1936, and (3) French reac- 
tions to those changes; also includes a new bibliog- 
raphy. Surveys the history and problem of depopu- 
lation as perceived by French scholars, writers. 


and statesmen and reviews the dieories and poli- 
cies designed to offiwt the effects of low natality. 
The author is James B. Duke Pn^essor of Econom- 
ics Emeritus, Duke University. The index applies 
to the original work. 

See also: Book Numbers /£L 79-0603, 79-0645, 79- 
0831 

850 Human Capitai. 

See also: Book Numbers JEL 79-0625, 79-0720 

900 Welfare Programs; Consumer 
Economics; Urban and Regional 
Economics 

910 Welfare, Health, and Education 

Almquist, Euzabeth McTaccart. Mirtorities, 
gender and work. Lexington and Toronto; Heath, 
Lexington Books, 1979. Pp. xi, 223. $17.95. 

JEL 79-0839 

Examination of the literature and information 
on the plight of minorities and women in the labor 
market, specifically focusing on male-female dif- 
ferences in employment and earnings. Includes 
discussions on Indians, Blacks, Asian and Spanish- 
heritage minorities, and the costs of such discrimi- 
nation. Also explores laws relating to minorities 
and the market. Finds in part that, except for the 
Japanese, opportunity in employment for minori- 
ties lags behind that of the white majority. In ex- 
amining and commenting on the literature, the 
author uses data from the U.S. Census of the Popu- 
lation, 1970. The author is Associate Professor of 
Sociology, North Texas State University. Name and 
subject indices. 

Anderson, Annelise Graebner. The business of 
organized crime: A Cosa Nostra family. Stanford: 
Stanford University, Hoover Institution Press, 
1979. Pp. 179. $10.95. JEL 79-0840 

Case study of the illegal market activities and 
legitimate business investments of group members 
and close associates of an organized criminal group 
in a major American city. Based on data provided 
by a federal law enforcement agency (unidenti- 
fied), public documents, and personal interviews 
with law enforcement personnel. Some conclu- 
sions are that (1) the business activities of the fam- 
ily studied are not significant in the economy of 
the city involved and do not pose a serious threat 
to legitimate business competitors or to customers; 
using this as a yardstick, questions whether the 
current level of resources devoted to fighting or- 
ganized crime is not excessive; (2) the most “unde- 
sirable consequences” of the group relate to its 
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oomiptkm of loc«l police and other pubUc ofiBciala 
and to the high pricet of numbera gambling; and 
(3) queationa the “headhunting" atrategy of deal- 
ing with organized criminal groupa and auggeata 
a re-evaluation of public policy. Hie author ia As- 
aiatant Profeaaor of Buaineaa Adminiatration at 
California State Univeraity. Hayward. Bibliogra- 
phy; index. 

Campbell, Coun D., ed. Financing social security. 
AEI Sympoaia. no. 78H. Waahington, D.C.; Ameri- 
can Enterpriae Inatitute for Public Policy He- 
aearch, 1979. Pp. 352. $13.75, cloth; $6.75. paper. 

JEL 79-0841 

Containa eight previoualy unpublished papers, 
diacuaaiona and commentaries, and the minutes 
of a round table discussion from a conference spon- 
sored by the American Enterprise Institute for 
Public Policy Research, held in Washington, D.C., 
on 27-28 C)ctober 1977. Focus is on the size of 
social security benefits, the nature of alternah've 
formulas for indexation proposals, and the pros 
and cons of wage indexation as opposed to price 
indexation. In five parts: the options available for 
Indexation (William C. Hsiao and Lawrence H. 
Thompson); the consequences of indexation (Mar- 
tin S. Feldstein and Anthony Pellechio, and Robert 
S. Kaplan); future financing outlook (June A. 
O'Neill and Edgar K. Browning); social security 
and its interaction with private pension plans (Ali- 
cia H. Munnell and Dennis E. Logue); and the 
round table. Finds in part that: (1) social security 
benefits may have become excessive due to bene- 
fits being directly tied to consumer prices and the 
decline in the birth rate starting in the mid-1960’s; 
and (2) while price indexation will allow the system 
to operate in a less costly manner, wage indexation 
distributes benefits so as to maintain the same rela- 
tive income position retirees had before retire- 
ment. The editor is a Professor of Economics at 
Dartmouth College and Adjunct Scholar at the 
AEI. No index. 

Dahby, Michael R. The effects of social security 
on income and the capital stock. AEI Studies in 
Social Security and Retii«ment Policy, no. 227. 
Washington, D.C.: American Enterprise Institute 
for Public Policy Research, 1979. Pp. 90. $3.25, 
P«P«r. JEL 79-0842 

Considers appropriate allowances for reduced 
dissaving by retirees, which would offset reduced 
saving by worl(ers; incorporates in a life-cycle sav- 
ing model the notion that asset accumulation oc- 
curs in anticipation of bequests as well as for fi- 
nancing retirement; compares previous work with 
a model utilizing an expanded consumer expendi- 
ture function; explores long-run equilibrium ef- 


fects in closed and small open economies. Con- 
cludes that the bulk of assets are accumulated and 
net savings made to be bequeathed to one's heirs 
and simultaneoualy serve "as a form of generalized 
insurance against contingencies.” Finds social se- 
curity only minimally affecting bequest saving, 
though possibly reducing life-cycle saving. The au- 
thor is Professor of Economics at the University 
of California at Los Angeles. Bibliography; no in- 
dex. 

Epstein, Samuel S. The politics of cancer. San Fran- 
cisco: Sierra Club Books, 1978. Pp. 583. $12.50. 

JEL 79-0843 

Based on the view that cancer is caused by expo- 
sure to chemical or physical agents in the environ- 
ment, the author argues that cancer can be con- 
trolled and prevented, given a concerted national 
effort, and examines the political process needed 
to bring about such an effort. Discusses the science 
of cancer, including case studies of various carcino- 
gens, including asbestos, tobacco, pesticides, and 
ten others. Contends that the problem to face is 
the massive failure in information (which is in gen- 
eral adequate) dissemination and implementation 
of law. The author is Professor of Occupational 
and Enviromnental Medicine at the School of Pub- 
lic Health, University of Illinois at the Medical 
Center, Chicago. Index. 

Max, Laurence, et al. The Michigan residential 
facilities project. Studies in Welfare Policy, no. 12. 
Lansing: Michigan Department of Social Services, 

1978. Pp. iv, 60. $5.00, paper. JEL 79-0844 

Two-part study dealing with need for residential 

care of delinquent state wards. Book I, “The Mich- 
igan Residential Facilities Projection Study,” ex- 
amines the residential care bed needs by type and 
geographical distribution in the state of Michigan 
from the present to 1990. Finds that no further 
expansion of institutions appears necessary. Book 
2, "The Comparative Outcome Study: Post-place- 
ment Outcomes of Delinquent State Wards,” fo- 
cuses on recidivism in a sample of 960 delinquent 
youths released from placements over a three-year 
period. Some findings are (1) that status offenders 
and other nonaggressive youth are best treated 
outside institutional facilities, and (2) current treat- 
ments are generally ineffective. No index. 

Sloan, Frank A. and Bentkover, Judith D. Ac- 
cess to ambulatory care and the U.S. economy.hex- 
ington and Toronto: Heath, Lexington Books, 

1979. Pp. xix, 174. $16.95. JEL 79-0845 

Identifies and measures the impact of adverse 

economic conditions in the mid-1970’s on patient 
access to ambulatory physicians’ services in the 
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United States. Reviews the literature; presents a 
cross-tabular and a multivariate analysis of time- 
series data trom the 196&-75 Healdt Interview 
Surveys; focuses on the 1974 data with regard to 
the process and satisfaction with health care dur- 
ing a period of high unemployment and high infla- 
tion; and uses data from the Medical Access Study 
of 1975 to evaluate the patient’s choice of site (GP, 
specialist, hospital, etc.) and variations in waiting 
time, length of visit, and appointment delays. 
Some findings are that (1) there exists a definite 
link between economic conditions and patient ac- 
cess to ambulatory care; (2) both inflation and un- 
employment exert adverse but not dramatic im- 
pacts on health status; (3) there is no systematic 
relationship between Medicaid patients and site 
of care; (4) persons with lower opportunity wages 
typically wait longer than persons with higher op- 
porhmity wages; and (S) the proportion of total 
visits in hospital outpatient departments incretued 
from 1969 to 1975. Concludes that foture inflation 
and recession if no worse than 1974-75 will not 
result in a total reversal of gains in patient access 
to health care. ’The authors are, respectively. Pro- 
fessor of Economics, Vanderbilt University, and 
Senior Health E>;onomist at Arthur D. Little, Inc. 
Index. 

SoTiROFF-JUNKER, Jacqueune. A bibliography on 
the behavioural, social and economic aspects of 
malaria and its control. WHO Offset Publication 
no. 42. Geneva; World Health Organization, 1978. 
Pp. 94. SW. FR. 12.-, paper. JEL 79-0846 

Bibliography for social scientists interested in 
material on the behavioral, social, and economic 
factors related to the epidemiology and control 
of malaria. Includes 1,178 citations. Trilingual 
(Ejiglish, French, Spanish). The author is with the 
WHO’s Division of Malaria and Other Parasitic 
Diseases. Index. 

White, William D. Public health and private gain; 
The economics of licensirtg clinical laboratory per- 
sonnel. Chicago: Maaroufa Press, 1979. Pp. ix, 137. 
$14.95. JEL 79-0847 

Develops a political market model of occupa- 
tionsd licensure and applies the model to a case 
study of the introduction and impact of the licens- 
ing of clinical laboratory personnel. The model 
is designed to analyze institutionsd changes in 
terms of who gains and who loses from changes, 
anticipations about changes and cost of action for 
or against these changes. Presents an overview of 
the industry and the history of the labor market 
for laboratory personnel for the 1900 to 1974 pe- 
riod; focuses on the experiences of Massachusetts 
and California with licensure laws. Investigates the 


laws’ impact on labor costs and employment pat- 
terns in the laboratory industry using cross-sec- 
tional data for six laboratories in New England 
(no licenstne laws) and seven in California (a strong 
licensure law). Finds that the evidence for socially 
beneficial effects of licensure is at best uncertain 
and that therefore careful analysis of costs and ben- 
efits are necessary, particularly before the intro- 
duction of new laws. Finds also that private-inter- 
est groups, e.g., laboratory personnel, play an 
important role in policymaking; but also finds that 
bureaucrats in the public sector acting on their 
own behalf also play important roles. Suggests that 
attempts to reduce the role of special interest 
groups should take into account public sector spe 
clal interest groups as well. The book is based on 
the author’s Ph.D. dissertation (Harvard 1975). 
The author is Assistant Professor of Economics, 
University of Illinois at Chicago Circle. Bibliogra- 
phy; index. 

Williams, Mary Frase, ed. Government in the 
classroom; Dollars and power in education. Pro- 
ceedings of the Academy of Political Science, vol. 
33, no. 2. New York: Academy of Political Science, 
1978. Pp. xii, 160. $5.95, paper. JEL 79-0848 
Fifteen previously unpublished essays, plus an 
introductory essay by the editor, by education ex- 
perts in universities, research organizations, and 
government on the governmental role in educa- 
tion, especially the apparent decline in local con- 
trol. In three parts; nature of state and federal 
roles and diminution of the local role in education; 
programs and issues related to control of educa- 
tion; and a case study of school governance in Is- 
rael. The authors find in part that: (1) government 
involvement has created a huge bureaucracy; (2) 
local school districts in many cases have been suc- 
cessful at evading compliance with federal regu- 
lations; and (3) some professional educators 
welcomed the move to centralize control of educa- 
tion. The editor is a member of the faculty of 
Teachers College, Columbia University. Index. 

See also; Book Numbers /££, 79-0681, 79-0721, 79- 
0774, 79-0782 

920 CoNBxntacR Economics 

UusiTALO, Liisa. Consumption style and way of life; 
An empirical identijication and explanation of 
consumption style dimensions. Series A:27. Hel- 
sinki: Helsinki School of Economics, 1979. Pp. 207. 

JEL 79-0849 

Develops the concept of "consumption style" 
as a means of describing qtialitative differences 
and changes in household consumption patterns. 
Utilizes factor analysis, step-wise regression, and 
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miilHr iy cUttfificaitton aiul)^ to identify »y»tem- 
ittic difference* in e«i*ting confumption pettems 
for a itinpie of Flnniih boutehoidi in 1971. Exam- 
ine* the impact of certain economic* *ociai» and 
environmental factor* on the most salient dlmen- 
Hon* of cowtumption *fyle. The*e dimeiuion* are 
interpreted as “modernity “varionty" (an indica- 
tor of consumption of cultural amenltie*). and 
"mobility" (share spent on transport). Qaasifies the 
sample households into categories reflecting their 
consumption style. Originally a dissertation pre- 
sented to the Helsinld School of Economics. No 
index. 

Sm alto: Book Numbers /£X 79-0782, 79-0817, 79- 
0828 

930 Uhban Ecokomics 

Bryce, Herrington J. Planning smaller cities. The 
Urban Roundtable Series. Lexington and Toronto: 
Heath, Lexington Books, 1979. Pp. xxi, 214. 
121.95. JEL 79-0850 

Focuses on the planning needs of small cities 
to meet their prospective problems, based on a 
survey conducted in 1975 of over 500 cities with 
1970 populations of 10,000 to 1(X),000 and an in- 
depth study of five cities. Considers the problems 
of population growth and decline, service differen- 
tials in rich and poor cities, and community plan- 
ning related to deteriorated neighborhoods. Finds 
that: (1) there is no shortage of planning in small 
cities; (2) needy cities are the least likely to have 
the responsibility for planning housing and eco- 
nomic development within their boundaries, are 
moat likely to be the ro^jor providers of the basic 
expensive services, and are least likely to attract 
private capital; and (3) improvements in planning 
in small cities requires that critical data be made 
available and local leadership be improved, not 
that computer technology be introduced as some 
suggest. Includes considerable data on population 
taken from the 1970 Census. The author is Vice 
President for Research at the Academy for Con- 
temporary Problems in Washington, D.C. In- 
dex. 

Castells, Manuel. The urhan question: A Marxist 
approach. Paperback edition. Translation of 1972 
French edition by Alan Sheridan. Cambridge, 
Mass.: MIT Press, [1977] 1979. Pp. x, 502. $9.95, 
PRP®t- , JEL 79-0851 

Paperback ediL'on of 19T7 English translation 
of La Question urbaine (1972). Epistemological 
critique of traditional social science, technocratic, 
and media approaches to urban problems; devel- 
ops, in the Marxian tradition, a theoretical frame- 
work smd tools for understanding urban society. 


Attempts throughout to anchor the analysis in con- 
crete empiricai research. Particular topics treated 
include the urban crisis, accelerated urbanization, 
the “ideologies of the environment,” state inter- 
vention, urban planning, popular unrest, and ur- 
ban politics. The author is Director of the Seminar 
for Urban Sociology at the Ecole des Hautes Etudes 
en Sciences Sociales in Paris. Index. 

MiEszEOwSKi, Peter and Straszheim, Mahlon, 
eds. Current issues in urban economics. Baltimore 
and London: The Johns Hopkins University Press, 
1979. Pp. xiv, 589. $25.00, cloth; $8.95, paper. 

JEL 79-0852 

Sixteen previously unpublished papers on the 
state of urban economics theory, and the mitjor 
research and policy issues in the field, originally 
presented at a conference sponsored by the Acad- 
emy of Contemporary Problems held in Colum- 
bus, Ohio, in May 1977. Each paper attempts to 
review the literature and highlight research ques- 
tions focusing on developments of the past decade. 
In five parts: metropolitan development trends 
and welfare implications; models of location and 
spatial interaction, particularly land use and trans- 
portation; local public services; housing markets 
and policies; and urban land-use control. The edi- 
tors are Professors of Economics at the University 
of Houston and the University of Maryland, re- 
spectively. Name and subject indices. 

Mohan, Rakesh. Urban economic and planning 
models: Assessing the potential for cities in devel- 
oping countries. World Bank Staff Occasional Pa- 
pers, no. 25. Baltimore and London: Johns Hopkins 
University Press for the World Bank, 1979. Pp. 
xii, 180. $6.95, paper. JEL 79-0853 

Surveys basic approaches to modelling urban 
phenomena such as transport, residential and in- 
dustrial location, and employment, particularly as 
adapted to cities in developing countries. Dis- 
cusses analytic (or explanatory) models based on 
economic theory and operational (or policy-ori- 
ented) models based on entropy maxiinization 
techniques or on behavioral simulation. Selects 
four examples — two operational and two analyti- 
cal — which he considers fruitful in developing 
countries: the Andersson-Lundquist Stockholm 
Model, the Urban Institute housing model, the res- 
idential model used by Patricia Apps, and a model 
used by William C. Wheaton. The author is an 
economist at the World Bank. Bibliography; au- 
thor index. 

See also: Book Numbers 79-0722, 79-0733, 79- 
0829, 79-0854 
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Dakiels, P. W., ed. Spatial pattern* of office growth 
and location. CSiichester, New York, 

Brisbane and Toronto: Wiley, 1979. Pp. xxiii, 414. 
$33.95. JEL 79-0854 

Fourteen papers by some of the principal practi- 
tioners in office location studies from Sweden, Brit- 
ain, Ireland, the United States, and Ca n ada. Focus 
is on specific issues and problems related to office 
location, for example the balance of interaction 
between internal and external activities, relation- 
ships between plants and headquarters, the role 
of impact of communications in location decisions, 
and foctors in office relocation, including how it 
is integrated into urban and regional policies. The 
editor. Lecturer in the Department of Geography, 
University of Liverpool, prepared the introduction 
and an article on office dispersal in Greater Lon- 
don. Index. 

[LSSCH, August.] The analysis of regional structure; 
Essays in honour of August Losch. Edited by R. 
Funck and J. B. Parr. Karlsruhe Papers in Re- 
gional Science, no. 2. London: Pion; distributed 
by Academic Press, London and New York, 1978. 
Paper. JEL 79-0855 

Twelve previously unpublished essays by econo- 
mists and regional experts on the spatial structure 
of economic regions, written in honor of regional 
economist August Losch (1906-45). Addressing the 
lands of problems LOsch studied, the papers are 
in three parts: spatial structure and its determi- 
nants and alternatives; regional structures where 
the major components are supply points or central 
places; and economic interrelations among re- 
gions. Includes a list of Losch ’s major scientific 
works, which includes his work in population anal- 
ysis and money and banking. The editors are at 
the University of Karbruhe and the University of 
Glasgow, respectively. No index. 

Related Oiscifunes 

Close, Arthur C. and Colgate, Craig, Jr., eds. 
Washington representatives, 1979: A compilation 
of Washington representatives of the major na- 
tional associations, labor unions and U.S. compa- 
nies, registered foreign agents, lobbyists, lawyers, 
law firms and special interest groups, together 
with their clients and areas of legislative and regu- 
latory concern. Volume 3, Washington, D.C.; Co- 
lumbia Books, 1979. Pp. 395. $30.00, paper. 

JEL 79-0856 

Directory of approximately 6000 individuab 
representing special interest groups as well as 4000 
firms and organizations that have representatives 
in Washington. Includes representatives from 
American and foreign business and trade and pro- 


fesskmal organizations. Data taken from official 
public sources and queationnairet. Selected sub- 
jects and foreign interests indices. 

Crane, Rhonda J. The politic* of international 
standards; France and the color TV war. 
Communication and Information Science Series. 
Norwood, NJ.: ABLEX, 1979jPp. xvii, 123. $14.95. 

JEL 79-4)857 

Study by a political scientist of the adoption of 
color television standards in France, stressing titat 
technical standards may function as a nontariff de- 
vice. Discusses the pobtics of protectionism, the 
hbtorical and technical factors afiecUng color TV 
operations, and the French policy used in creating 
the color television industry. Also examines the 
French system of color television, SECAM (S4- 
quential d Mimoire), its development for the ex- 
port market, and the use of technical standards 
as a nontariff devise for industry protection. Finds 
in part that: (1) "the chances for a government 
to succeed in developing an industry in the private 
sector are increased by limiting importunities in 
the development process for factors over which 
the government has no control"; and (2) technical 
standards can be used to create an industry. Based 
on the author’s Ph.O. dissertation in Political Sci- 
ence at the Massachusetts Institute of Technology. 
The author b a supervisor of corporate planning 
for AT&T. Bibliography; name and subject indices. 

DomInguez, Jorge I., et al. Enhancing global hu- 
man rights. Introduction by Richard H. Ullman. 
19808 Project /Council on Foreign Relations. New 
York, London and Montreal: McGraw-Hill, 1979. 
Pp. xi, 270. $6.95. JEL 79-0858 

Five previously unpublished essays by foreign 
relations experts on three aspects of human rights 
issues: the definition of human rights and the prob- 
lem of devising indicators of violations; the issue 
of who should do the monitoring and how; and 
the problem of causing violating governments to 
modiiy their behavior. Richard H. Ullman looks 
at the overall aspects; Jorge I. Dominguez assesses 
human rights conditions; Nigel S. Rodley considers 
the monitoring of violations in the next decade; 
Bryce Wood writes on human rights issues in Latin 
America; and Richard Falk discusses the response 
to severe violations. Little economic content. Se- 
lected bibliography; index. 

Celb, Leslie H. and Betts, Richard K. The irony 
of Vietnam: The system worked. Washington, D.C.; 
Brookings Institution, 1979. Pp. xi, 387. $14.95, 
cloth; $5.95, paper. JEL 79-0859 

A hbtory and analysb of the decision-making 
process in the United States from World War II 
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to 1968 that produced the steady escalation of 
American involvement in Vietnam. Based largely 
on the Pentagon Papers and declassified White 
House filet, part one is a chronological discussion 
of “Decisions; Getting into Vietnam"; pwU two 
through four are conceptual analyses of “Goals, 
“Means," and "Perceptions"; and part five dis- 
cusses “The Lessons of Vietnam." The central ar- 
gument is that, despite the failure of foreign policy, 
"the domestic decision-making system worked," 
in that the core consensual goal was pursued con- 
sistently, all views were considered, and important 
decisions made realisticiflly. Hence the sardonic 
subtitle. The authors are Director of Politico-Mili- 
tary Affairs in the Department of Slate and a 
Brookings Research Associate, respectively. In- 
dex. 

KRIPPENDOHFF, Kiaus, ed. Communication and 
control in society. New York; London and Paris; 
Gordon and Breach, 1979. Pp. xiii, 529. $43.00. 

JEL 79-0860 

Thirty-two previously unpublished papers by 
American and Canadian social scientists, econo- 
mists, engineers, and biologists on cybernetics and 
control processes in society. Papers evolved from 
a conference organized by the American Society 
for Cybernetics and the University of Pennsylva- 
nia’s Annenberg School of Communications, Col- 
lege of Engineering and Applied Science, and the 
Wharton School. Material organized under eight 
headings; Philosophical Aspects of Cybernetics; 
Cybernetic Data Analysis; Incentives and Informa- 
tional Control; Towards Social Control Theory; On 
Large Social Systems; On Small Human Systems; 
Knowledge Structures in Society; and Implications 
for Policy. The editor is Associate Professor of 
Communications, University of Pennsylvania. No 
index. 

Lautz, Tehry E., ed. Asia: Half the human race. 
A viewer's guide. With Asia, yesterday and today. 
By Fay Whxey. New York; Council on Interna- 
tional and Public Affairs in Cooperation with the 
China Council of the Asia Society; distributed by 
Learning Resources in International Studies, New 
York, 1979. Pp. 105. $3.50, paper. 

]EL 79-086 J 

A handbook designed for use with the 1979 CBS 
Summer Semester television series, consisting of 
lectures by and interviews with expert guests. Part 
one includes briet introduefiaons to each of the 30 
programs and suggestions for discussion questions 
and further reading. Part two, written by Fay Wil- 
ley of Newsweek, sketches the history and current 
political, social, and economic trends for 18 Asian 
countries. No index. 


Lefever, Ernest W. Nuclear arms in the Third 
World: U.S. policy dilemma. Washington, D.C.; 
Brookings Institution, 1979. Pp. xii, 154. $9.95, 
cloth; $3.95, paper. JEL 79-0862 

Study of the short- and long-range effects of any 
new Third World nuclear force on regioiud bal- 
ance and Soviet /American military balance. As- 
sesses the policy position of South Korea, Taiwan, 
Egypt, Pakistan, and Iran and considers what the 
United States alone or in concert with the others 
should do to delay proliferation. Also examines sev- 
eral of the tools now used for deterrence, including 
the nonproliferation treaty, nuclear-free zones, 
and others. Covers events through March 1978. 
Finds in part that it is unlikely that the U.S. will 
be directly threatened by a Third World nuclear 
force before the year 2000 and that the best policy 
would be for the U.S. to offer security to neighbors 
of new nuclear states, which would include a 
pledge of military action if the allied state suffered 
nuclear attackr No economic content. The author 
is Director of the Ethics and Public Policy Center 
of Georgetown University. Index. 

Long, Norman and Roberts, Bryan R,, eds. Peas- 
ant cooperation and capitalist expansion in cen- 
tral Peru. Latin American Monographs, no. 46. 
Austin; University of Texas, Institute of Latin 
American Studies; distributed by University of 
Texas Press, 1978. Pp. xii, 349. JEL 79-0863 
Ten previously unpublished case studies by Brit- 
ish and Latin American social anthropologists and 
sociologists, analyzing the different manners in 
which peasants in economically diversified areas 
in the central highlands of Peru "have cooperated 
in the face of major economic and political trans- 
formations." Two studies deal with the agrarian 
structure of the area at the beginning of the twen- 
tieth century; the next four examine changes fol- 
lowing development of the mining economy in 
one area and plantations in another; the final chap- 
ter deals with agrarian reform, 1968-75. Transfor- 
mabons include the development of small-scale 
commercial farming, wage labor, migration, and 
more extensive contact with the national economy 
and politics. The research was directed by the edi- 
tors and carried out in the Mantaro region of Peru 
from August 1970 until December 1972. The edi- 
tors are Reader in Anthropology at the University 
of Durham and Reader in Sociology at the Univer- 
sity of Manchester, both in the United Kingdom. 
Bibliography; index. 

Reisman, W. Michael. Folded lies: Bribery, cru- 
sades, and reforms. New York; Macmillan, Free 
Press; London; Collier Macmillan, 1979. Pp. ix, 
277. $12.95. JEL 79-0864 
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Legal ftudy of the interrelatiotu of the “myth 
lystem” (the rights and wrongs of behavior) and 
die operational code (when, how, and by whom 
certain wrong things may be done) as they pertain 
to bribery. Examines bribery in systems of mer- 
chants, representative government, and the na- 
tion-state and the particulars of transaction, vari- 
ance, and outright purchase bribes. Also considers 
the campaigns against bribery. Argues that “under 
the complex of codes with which we operate, 
bribes, understood as improper payments, may 
s(»netimes be deemed lawful." The author is Pro- 
fessor of Law at the Yale Law School. Bibliography; 
index. 

Rose, Michael. Servants of post-industrial power? 
Sociologie du travail in modem France. White 
Plains, N.Y.: Sharpe, 1979. Pp. xvii, 226. $22.50. 

JEL 7^-0865 

While sketching the social and political history 
of postwar Prance, the author also examines the 
ideological affinities and substantive variations in 
theory made by the leading contributors to a 
French branch of sociological inquiry called 
sociologie du Irauxi/— Georges Friedman, Michel 
Crozier, Alain Touraine, and Serge Mallet, and 
others — during the period 1945 to the late 1960’s. 
Also critically considers the work of the new gen- 
eration of French industrial sociologists. The au- 
thor is Lecturer at the School of Humanities and 
Social Sciences and Associate Fellow at the Centre 
for European Industrial Studies at the University 
of Bath. Further reading; index. 

Simon, Rita ed. Research in law and sociology: 
An annual compilation of research. Volume 1. 
Greenwich, Conn.: JAI Press, 1978, Pp. xili, 318. 
$27.50, institutions; $14.50, individuab. 

JEL 79-0866 

Fourteen previously unpublished essays by 20 
law professors, political scientists, psychologists, 
historians, and sociologists examining the relation- 
ships among the law, social Institutions, values, and 
public opinion. Four essays (in addition to com- 
ments) constitute a debate on the function and 
significance of law in developing countries; the 
second section contains essays that address sub- 
stantive issues of criminal law. The third section 
deals with methodological problems, and the final 
section stresses the interaction between written 
law and social practice. This volume is the first 
in a proposed annual series. No index. 

New Journals 

American Politics Quarterly 

Published quarterly and devoted to research in 
American govenunent, including urban, state, and 


national politics. The April 1879 issue (volume 7, 
no. 2) includes seven papers on; party preferences, 
the impact of unemployment on congressiaaal 
elections, caucuses and primsuies, presidential 
nominations and coalition theory, ambitions and 
voting in the senate, trust and political behavior, 
and independents and the decline of psuty. Annual 
subscription rates; $28.00 institutional, $15.00 in- 
dividual; add $1.00 for subscriptions outside U.S. 
Write to: Sage Publications, Inc., 275 South Bev- 
erly Drive, Beverly Hills, CA 90212. 

Asian Development Dialogue 

Interdisciplinary review published by the 
United Nations Centre for Regional Development, 
designed to promote a greater understanding of 
regional planning and development and related 
fields, particularly as it applies to developing Asian 
and Pacific countries. Encourages contributions 
examining regional development planning con- 
cepts, methods, and procedures, as well as empiri- 
cal studies and those having public policy rele- 
vance. Contents of this issue (nos. 5 $c 6, 1977) 
include; “Methods of Planning for Comprehensive 
Regional Development: A Paradigm" by Haruo 
Nagamine; “Measurement of Basic Minimum 
Needs" by the United Nations Secretariat; “An In- 
ternational Review on the Methods of Macro- 
Framework Building for Comprehensive Regional 
Development" by Bohdan Gruchmon; an anno- 
tated listing of new books; and a listing of selected 
periodicals received on exchange. Subscription in- 
formation should be requested from publications 
section. United Nations Centre for Regional De- 
velopment, Marunouchi 2-4-7, Naka-ku, Nagoya 
460, Japan. 

Energy Economics 

New quarterly publication of IPC Science and 
Technology Press Ltd., which provides a forum 
for material related to the application of economic 
theory, methodology, and statistical and simula- 
tion models to energy issues. The first issue 
(January 1979) includes seven papers on; draw- 
down patterns for oil reserves; agricultural electri- 
cal demand in the U.S.; the U.S. market for steam 
coal; oil consumption decline in the U.S. in 1974- 
75; North Sea oil taxation in Norway; benefits from 
innovation; and nuclear reactor strategy optimiza- 
tion under uncertainty. Also includes book reviews 
and notes on related conferences. Annual subscrip- 
tion rates: for Britian, £40.00; for the U.S., $104.00; 
single issues: £10.00 and $26.00 respectively. 
Write to: IPC Business Press Ltd., Oakfield House, 
Perrymount Road, Haywards Heath, Sussex, En- 
gland RH16 3DH. 
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IntmatUmal Migration Reviaw 

Quarterly publication of die Center for Mlgra- 
tioD Studies of New York, Inc., devoted to the soci- 
ological, demographic, historical, and legislative 
aspects of human population movements. TTie is- 
sue at hand (volume 12, number 4, Winter 1978) 
five articles on illegal immigration: "To- 
ward a Structural Analysis of Illegal (Undocu- 
mented) Immigration "(Alejandro Fortes), adapta- 
tion of Mexican immigrants bound for the U.S. 
(Ina H. Dinerman), the relation between Mexico’s 
development pattern and its international migra- 
tion (Francisco Alba), the demand for immigrant 
workers (J. Craig Jenkins), and Mexican immigra- 
tion and U.S. policy in historical perspective (Rob- 
ert L. Bach). Also includes book reviews and some 
related notes on legislation and documentation. 
Subscription rates: $14.50 for one year, $28.00 for 
two years, and $41.50 for three years for individu- 
als; institutional rates are $10.50, $38,00, and 
$56.50 respectively. Write to: Center for Migra- 
tion Studies, 209 IHagg Place, Staten Island, N.Y. 
10304. 

The History of Economics Society Bulletin 

New semiannual publication of History of Eco- 
nomics Society (HES) designed as a “regular publi- 
cation to keep track of all the activities both of 
the Society and of its members.” Volume 1, Issue 
1 (Winter 1979) includes a report on the recent 
HES meeting held at the University of Toronto; 
announcements of other meetings of interest to 
Society members; excerpts from an article on the 
Jacob H. Hollander Library, the University of Illi- 
nois, Urbana-Champaign; a report on Charles Bab- 
bage and monopoly theory; and a note on compu- 
terized text processing. Institutional subscription 
rate: $5.00 per year; free to members. For more 
information, write to James L. Cochrane, Secre- 
tary-Treasurer, History of Economics Society, De- 
partment of Elconomics, University of South Caro- 
lina, (Columbia, SC 29208. 

Journal of Accounting and Economics 

Issued three times a year, this journal will be 
devoted to studies on the application of economic 
theory to the exphmation of accounting phenom- 
ena. Contains articles using various methodologies, 
including mathematical models and empirical 
studies. Tbe Journal's initial issue (March 1979) in- 
cludes three yeptsm Daniel W. Collins and Warren 
T. Dent on die proposed elimination of frill cost 
accounting in the petroleum industry, Thomas R. 
Py ckm a n and Abbie J. Smith on financial account- 
ing and reporting by oil and gas companies, and 
Robert E. Verrechia on the theory of market in- 
formation efficiency. Annual subscription rates: 


Dfi.l 15.00 for institutions; Dfl.55.00 for {wivate 
subscribers (which must be prepaid). Write to: 
North-Holland Publishing Company, Journal Divi- 
sion, P. O. Box 211, Amsterdam, The Netherlands. 

The Journal of Business 

Issued twice yearly by the Division of Business 
Research, Seton Hall University, and dedicated to 
research on problems confronting business. The 
December 1978 issue includes four papers: George 
A. Prendergast on leverage as an equity profit de- 
terminant in food distribution; Carlton A. Maile 
on retailing applications of a marketing decision 
model; David Gordon and E. Edward Blevins on 
new product development; and Sak Onkvisit and 
John J. Shaw on consumer concerns, both foreign 
and domestic, towards American business. Annual 
subscription rate: $5.00. Write to; Joan Driver, 
Corresponding Secretary, Journal of Business, W. 
Paul Stillman School of Business, Seton Hall Uni- 
versity, South Orange, N.J. 07079. 

Journal of Contemporary Business 

Quarterly publication of the Graduate School 
of Business Administration of the University of 
Washington, which devotes each issue to a single 
topical theme in contemporary business. Volume 
7, number 4, focuses on reducing consumer de- 
mand for hazardous products with infornuttion, 
containing articles on public and private informa- 
tion systems, consumer policy, advertising impact, 
product labeling, and product marketing and de- 
marketing. Subscription rates: $12.00 for one year 
and $32.00 for three years for the U.S. and Canada; 
$13.00 and $35.00, respectively, for other areas; 
single issues are $4.00. Write to: Journal of Con- 
temporary Business, Graduate School of Business 
Administration DJ-10, University of Washington, 
Seattle, WA 98195. 

Journal of Economic Dynamics and Control 

New quarterly publication devoted to theoreti- 
cal and applications papers on economic dynamics 
and control. As an example, the February 1979 
issue (volume 1, no. 1) includes six papers on per- 
turbation and robustness of a closed macro model; 
stabilization policy for the U.S. feed grain and live- 
stock markets; optimal monetary policy under un- 
certainty; optimal monetary policy under fiexible 
exchange rates; the report of the Committee on 
Policy Optimisation plus a review of that report. 
Aimual subscription rates: Dfl. 135.00 for institu- 
tions and Dfi. 65.00 for personal use; the latter 
must be prepaid. Write to: North-Holland Publish- 
ing Company, Journal Division, P. O. Box 211, Am- 
sterdam, The Netherlands. 
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foutTul of SiacToeootKnnict 

N««v quarterly journal that focuae* aa dieoreti- 
cal and applied artides on macroeconomic theory, 
policy, and related empirical work. The first issue 
(Winter 1979) contains ten papers on; labor con- 
tracts and monetary policy; real purchasing power 
in die neoclassical monetary growth model; alter- 
native neutral monetary policies; the relation be- 
tween the forward rate and the interest parity; 
wage stickiness; deficit financing; bond-financed 
fiscal policy and instrument instability; “crowding 
out” in IS~LM model; money disillusion and stag- 
flation; and the usefulness of the new Composite 
Index of Leading Indicators. Subscription rates; 
$16.00 for one year, $29.00 for two years, and 
$43.00 for three years for individuals: institutional 
rates are $22.00, $39.00, and $58.00 respectively. 
Write to; Wayne State University Press, 5959 
Woodward Avenue, Detroit, MI 48202. 

Literature of Liberty 

New quarterly publication of the Cato Institute 
of San Francisco devoted to the interdisciplinary 
study of social and political thought. Each issue 
will include a bibliographical essay and over 100 
summaries of articles clarifying liberty in the disci- 
plines of philosophy, political science, law, eco- 
nomics, history, psychology, sociology, anthropol- 
ogy, education, and the humanities. The survey 
article in voliune 1, no. 2 (April/June 1978) is on 
social change during the American War for Inde- 
pendence, by William Marina. Annual subscription 
rate; $16.00; single issue $4.00; overseas rates are 
$20.00 for surface msUl and $34.00 for airmail. 
Write to; Literature of Liberty, Cato Institute, 
1700 Montgomery Street, San Francisco, CA 
94111. 

Louisiana Business Review 

Public document for citizens of Louisiana, pub- 
lished monthly by the Division of Research, Col- 
lege of Business Administration, Louisiana State 
University. The March 1977 issue (volume 43, no. 
3) includes a list of federal, state, and local sources 
vital for Louisiana businesses, a comment on the 
up-coming (June 1979) Mid South Elxecutive De- 
velopment Program, and an economic sumnuuy 
report for the state. Also includes some informa- 
tion on tourist traffic and sales tax collection. For 
information, write to; Louisiana Business Review, 
Division of Research, College of Business Adminis- 
tration, Louisiana State University, Baton Rouge, 
LA 70803. 

The Philippine Review of Business and Economics 
Published quarterly by the College of Business 
Administration and the School of E)conomics, Uni- 


versity of dte Philippines, and designed as a vehi- 
cle for publication of research done at the Univer- 
sity or by outside contributors, related to Philip- 
pine economic and business conditions. The issue 
at hand (volume XV, no. 2, June 1978) includes 
six articles on protection and processing of primary 
products, Philippine industrial capital utilization, 
the Kumpadre System and industrial relations, the 
spatial pattern of Philippine manufacturing, indus- 
trial decentralization in Peninsular Malaysia, and 
the regional structure of Philippine manufacturing 
since 1948. Annual subscriptions; domestic, P80; 
foreign U.S. $20,00; single copies, P30 and U.S. 
$7.50 respectively. Write to; Editor, Philippine 
Review of Business and Economics, College of 
Business Administration, University of the Philip- 
pines, Diliman, Quezon City, Philippines 3004. 

Political Science 

Quarterly publication of the American Political 
Science Association containing Association news 
and articles of professional concern. Included in 
APSA membership, the dues of which is pro- 
gressive with income. Write to; The Editor, 
Political Science, American Political Science Asso- 
ciation, 1527 New Hampshire Avenue, N.W., 
Washington, D.C. 20036. 

Rnjosthan Economic Journal 

New semi-annual publication of the Rajasthan 
Economic Association that aims at highlighting re- 
search on the economy of Rajasthan, India. The 
journal's first issue (volume 1, number 1, January 
1977) includes nine papers on demand for money 
in India, the tax system, urban growth, the demand 
for eggs, stability of exports in India, declining 
productivity in high-yield varieties, regional tax 
structure, and expenditure elasticities. Annual sub- 
scription rates; Rs. 12.00 for individuals, Rs. 7.50 
for students; single copies are Rs. 6.00. Write to; 
Chief Editor, Department of Economics, Univer- 
sity of Rajasthan, Jaipur, India 302 004. 

Third World Quarterly 

Interdisciplinary journal containing papers of 
relevance to Third World nations, published quar- 
terly by the Third World Foundation. Volume 1, 
number 1 (January 1979) includes what will be a 
reg^ular feature, an essay on the North-South dia- 
logue, plus seven other papers: Sir Arthur Lewis 
on LDC's and stable exchange rates; Ali A. Mazrui 
on the role of churches and MNC's in the spread 
of education; Jahangir Amuzegar on North-South 
relations; Samir Amin on the use of surpluses in 
the New International Economic Order; Mark 
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Blaug on the economics of education in LDCs; 
AUem V. Kneese on development and the environ- 
ment; and Altaf Gauhar on the final days of a 
United Pakistan. Also includes a forum, several 
book reviews, and some book notes. Annual sub- 
scription rates; 124.00 for institutions and $20.00 
for individuals. Write to; New Zealand House, 80 
Ha>'market, London SW2Y 4TS. 

Uniled Nahotu Library, Monthly Bibliography- 
Part ll 

Current information on selected periodical liter- 
ature and articles in collected works on subjects 
of international social scientific interest. Repre- 
sents a selection from approximately 3,500 titles. 
Material is organized into six sections: articles con- 
cerning the U.N. and other international organiza- 
tions; questions of international politics; compara- 
tive and international law; social and cultural 
questions; economics; and science and technology. 
Part /, published separately, treats books, official 
documents, and new serial titles. Up to 1977, Part 
1/wis known as the Monthly List of Selected Arti- 


cles. Annual subscription is $12.00, post free. Sub- 
scriptions available through United Nations, Sales 
Section, New York or Geneva. 

Urbanism Past and Present 

Semiannual jounud of the University of Wiscon- 
sin-Milwaukee’s College of Letters and Science, 
dedicated to exchange on theories and techniques 
used for studying the development of modem cit- 
ies. The Winter 1078-79 (Number 7) issue is de- 
voted to city planning and European urban poli- 
cies and includes papers on relocation planning 
(Morris Sweet), rural poverty and urban develop- 
ment in recent Spanish history (Howard Weiner), 
and French conservation planning (Roger Kain). 
Also includes several comments, research notes, 
and other related news. Individual subscriptions: 
$5.00, one year; $9.00, two years; and $12.50, three 
years; institutional rates $10,00, $18.00, and 
$25.00, respectively. Write to: The University of 
Wisconsin-Wilwaukee, Urbanism Past artd Pres- 
ent, Department of History, P. O. Box 413, Mil- 
waukee, Wisconsin 53201. 


Editor’s Note 

The following persons assisted the editors in annotating these books: Mrs. Velma Hirsch, Mr. 
Michael S. Miller, and Mr. Serif Ulusoy (University of Pittsburgh); Dr. Patrick Litzinger (Robert 
Morris College); and Mr. Chandler Stolp (Carnegie-Mellon University). 

Professor Asatoshi Maeshiro and Mr, Serif Ulusoy (University of Pittsburgh) assisted the editors 
in classifying the following articles. 
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AoU OfMsonomica, Vol. 19, No. 2, 1977 

Brddy, A. Marx after Steednum. 

• Dftniel, Z. Reflections on the Measurement of 

Living Standards and Social Welfare. 

Fellner, W. Rejoinder to the Comments of Dr. 
A. Madar&sz [Schoob of Thought in the Main- 
stream of American Economics]. 

• Hoch, R. On the Theoretical Bases of SociaUst 

Consumption Policy. 

• Keller, J. Relationship between the Population’s 
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Process Modeb of Antarctic Travel Innovators. 

Findlay, C. C. The Cost of Australian Regulation 
of International Air Travel. 

Ohlson, J. A. On the Theory of Residual Analyses 
and Abnormal Performance Metrics. 

Whlttred, G. P. The Time Series Behaviour of 
Corporate Earnings. 

Wright, F. K. Minimizing the Costs of Liquidity. 

Banoaria, Vol. 34, No. 9, September 1978 

Abs, H. J. Problem! monetari ed economic! at- 
tuali. (Current Monetary and Economic Prob- 
lems. With English summary.) 
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Barattieri, V. and Gambale, S. D nuovo sistema 
della contabillti pubblica. (The New Public Ac- 
counting System in Italy. With Elnglish sum- 
mary.) 

Patria, L. and Pontolillo, V. Strutture finanziarie 
e politica creditizia nello sviluppo del Mezzo- 
giomo. (Financial Structures and Credit Policy 
in the Development of Southern Italy. With 
English summary.) 

Salanitro, N. 1 depositi bancari del fallito. (Bank 
Deposits of Bankrupts. With Elnglish summary.) 

a Satcinelli, M. Ruolo e limiti della politica mone- 
taria: cosa h cambiato negli ultimi anni. (Role 
and Boundaries of Monetary Policy: Changes in 
Recent Years. With English sumnuu-y.) 

Bancaria, Vol. 34, No. 10, October 1978 

Cosciani, C. Struttura dei sistemi tributari e loro 
riforma. (Structure and Reform of Tax Systems. 
With English summary.) 

Elia, A. La banca in una society nuova Tema 
della XXXI International Banking Summer 
School. (Banking in a New Society-Theme of the 
XXXI International Banking Summer School. 
With English summary.) 

Godeaux, J. Autoriti e concertazione nel con- 
trollo bancario. (Authority and Dialogue in 
Banking Control. With English summary.) 

Karsten, F. Banche e impresse: una coUabora- 
zione che comporta una sfida. (Banking and In- 
dustry, a Challenging Partnership. With English 
sununary.) 

Paladini, R. Relazioni tra copertura e formazione 
del disavanzo e spesa per interessi. (Relation- 
ships between Coverage Formation of the Pub- 
lic Deficit and Interest Costs. With English sum- 
mary.) 

Tugendhat, C. Verso un mercato comune ban- 
cario. (Towards a Common Market in Banking. 
With English summary.) 

Bancaria, Vol. 34, No. 11, November 1978 

Castiello, F. L'abusivismo bancario. (Banking 
Improprieties. With English summary.) 

* Magnifico, C. and Saccomanni, F. Verso un 
nuovo ruolo del Fondo Monetario Internazio- 
nale. (Towards a New Role for the International 
Monetary Fund. With English summary.) 

Marini, L. La nuova disciplina delle banche es- 
tere negli Stab Uniti. (The New Regulations 
Concerning Foreign Banks in the United States. 
With English summary.) 

Saraceno, P. Nuovi assetti introdotti nel nostro 
sistema economico dalle misure richieste dsdla 
grande crisi 1929-35. (New Features of the Ital- 
ian Economy Resulting from Measures Necessi- 
tated by the Depression of 1929-35. With En- 
glish summary.) 


Tucciinei, E. Risposte federaliste ai problem! eu- 
rqpei. (A Federalist Approach to European Af- 
fairs. With English summary.) 

Banoaria, Vol. 34, No. 12, December 1978 

De Mattia, R. L'automazione delle Casse di ris- 
parmio e Tautomazione interbancaria. (Adop- 
tion of Automation by Savings Banks and Inter- 
bank Automation. With En^dish sununary.) 

Falohi, G. and Michelangeli, M. Liquidity inter- 
nazionale, poliUche monetarie e infiazione 
mondiale. (Intematioiuil Liquidity, Monetary 
Policies and World Inflation. With English sum- 
mary.) 

Finocchiaro, A. Prospettive dell’attivitii della 
Convenzione per i prossimi aimi. (Prospects for 
CIPA Activity in the Coming Years. With En- 
glish summary.) 

Hauge, G. II mercato internazionale dei capital! 
ed il sistema monetario intenuaionale. (The In- 
tematioiud Capital Market and the International 
Monetary System. With English sumnuuy.) 

Hoffmeyer, E. II mercato internazionale dei ca- 
pital! ed il sistema monetario internazionale. 
(The International Capital Market and the Inter- 
natiotud Monetary System. With English sum- 
mary.) 

Monti, I. La collaborazione interbancaria nel 
campo deirautomazione: esperienze di un 
grande instituto di credito. (The Role of Inter- 
bank Cooi>eration in the Field of Automation: 
Experiences of a M^jor Bank. With English sum- 
mary.) 

Roll, E. Il mercato internazionale dei capital! 
ed il sistema monetario internazionale: Inter- 
vento. (The International Capital Market and 
the International Monetary System: Commen- 
tary. With English summary.) 

Sarcinelli, M. La banca centrale di fronte all’au- 
tomazione del settore creditizio. (The Central 
Bank and Automation of Banking Business. With 
English summary.) 

Scatena, L. Il sistema monetario europeo: fon- 
zionamento e prospettive. (The European Mon- 
etary System: Functioning and Prospects. With 
English summary.) 

Villani, M. L'euromercato e I’oflerta mondiale di 
moneta. (The Euromarket and the World Supply 
of Money. With English summary.) 

Bulletin for International Fiscal Documentation, 
Vol. 32, No. 12, 1978 

Blanckensee, R. E. Overseas Investment in Aus- 
tralian Oil and Gas. 

de Brauw-Hay, E. A. The Nigerian Budget, 
1978/79. 

Ezejelue, A. C. Nigeria: Canons of Taxation and 
Personal Income Tax. 
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Hop*, K. B. Some Economic Effiscts of the Cor- 
porate Profits Tax: A Theoretical Appraisal with 
Special Reference to Canada. 

Pick, J. F. Israel: New Measures Reflecting Infla- 
tion in the Israeli Tax Legislation. 

Bulletin for International Fiscal Documentation, 
Vol. 33, No. 1, 1979 

Casna, B. P. The Foreign Earned Income Act 
of 1978: The Taxation of U.S. Citizens Overseas. 
Jao, Y. C. Hong Kong's New Tax on Offshore 
Banking Profits. 

Juocyt, A. Compensation of Expatriates Trans- 
ferred to Brazil. 

M«nn, A. J. The New Tax Exemption Law in 
Puerto Rico. 

Bulletin for International Fiscal DocumenUtion, 
Vol. 33, No. 2, 1979 

Spiller, H. The Promotion of Housing Construc- 
tion in CDR Towns and Communities by the 
State Financial System. 

Thimmaiah, G. Tax Reform in India: An Evalua- 
tion of the Report of the Indirect Taxation En- 
quiry Committee (1977-78) 

Business History Review, Vol. 53, No. 1, Spring 1979 

Cochran, T. C. The Value of Company History: 
A Review Article. 

Landes, D. S. Watchmaking: A Case Study in En- 
terprise and Change. 

Pierenkemper, T. Entrepreneurs in Heavy In- 
dustry: Upper Silesia and the Westphalian Ruhr 
Region, IM2 to 1913. 

Spencer, E. G. Rulers of the Ruhr: Leadership 
and Authority in German Big Business before 
1914. 

California Management Review, Vol. 21, No. 2, 
Winter 1978 

Crandall, N. F. and Wooton, L. M. Developmen- 
tal Strategies of Organizational Productivity. 
Richroan, B. Sino-American Economic Relations: 

Constraints, Opportunities, and Prospects. 
Steade, R. D. Multinational Corporations and the 
Changing World Economic Order. 

Canadian Journal of Agricultural Economics, Vol. 
27, No. 1, February 1979 

Adeyokuimu, T. O. Eggs in the Diet of Western 
Nlgeriaiu: Engel Function Applied. 

Green, R. D.j Hassan, Z. A. and Johnson, S. R 
Price Elasticity Estimates from Family Expendi- 
ture Data: An Application of the Extended Lin- 
ear Elxpenditure System. 

Joae, H. D. The Incidence of Property Tax in 
Rural Saskatchewan. 


McNeill, R. C. Depreciation of Farm Tractors 
in British Columbia. 

Meake,K.D.andZwart,A.C. Effects of Alterna- 
tive Specifications on the Policy Implications of 
a Model: An Illustration. 

Pemberton, C. A. and Craddock, W. J. Goals and 
Aspirations: Effects on Income Levels of Farm- 
ers in the Carman Region of Manitoba. 

Canadian Jounuil of Economics, Vol. 12, No. 1, 
February 1979 

Aivazian, V. A. and Callen, J. L. A Note on the 
Economics of Exhaustible Resources. 

• Appelbaum, E. and Kohli, U. R. Canada-United 

States Trade: Tests for the Small-Open-Elcon- 
omy Hypothesis. 

• Globerman, S. Foreign Direct Investment and 

‘Spillover’ Efficiency Benefits in Canadian Man- 
ufacturing Industries. 

• May, J. D. and Detmy, M. Post-War Productivity 

in Canadian Manufacturing. 

• Muzondo, T. R. The Corporation Income Tax 

and Depreciation Policy in the Short Run. 
Polinsky, A. M. Notes on the Symmetry of Taxes 
and Subsidies in Pollution Control. 

Sarlo, C. A. The Role of Money in the Canadian 
Economy: Fixed v. Flexible ^change Rates. 
Scarth, W. M. Real Disturbances, Perfect Capital 
Mobility, and Exchange Rate Policy. 

• Sims, W. A. The Response of Firms to Pollution 

Charges. 

Stuart, C. A Confusion in the Treatment of Bilat- 
eral Monopoly. 

Canadian Public Policy, Vol. 5, No. 1, Winter 1979 

Arvay, J. Newfoundland’s Claim to Offshore Min- 
eral Resources: An Overview of the Legal Issues. 
Beigie, C. E. The Royal Commission on Corpo- 
rate Cencentration: Comment. 

Campney, A. F. The Royal Commission on Cor- 
porate Concentration: Comment. 

Clement, W. The Royal Commission on Corpo- 
rate Concentration: Conunent. 

Comeau, R. L. The Budget [A View]. 

Gamier, G. Les entreprises multinationales et 
I’ind^pendance ^ventuelle du Quebec. 

May, J. D. Investment Incentives as Part of an 
Industrial Strategy. 

Murphy, M. The Economic Council Annual Re- 
view: Comment. 

Paus-Jenssen, A. Resource Taxation and the Su- 
preme Court of Canada: The Cigol Case. 
Pesando, J. E. The Indexing of Private Pensions: 
An Economist’s Perspective on the Current De- 
bate. 

Roberts, L. W. Some Unanticipated Conse- 
quences of Affirmative Action Policies. 
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Sawyer, J. A. The Economic Council Annual Re- 
view: Comment 

Sumner, M. T. A Skeptical Note on the Efficacy 
of Temporary Sales Tax Reductions. 

Walker, M. A. The Budget [A View]. 

Chinese Economic Studies, Vol. 12, No. 1-2, Fall- 
Winter 1978/79 

Ch’iang, L. Distinguish the Correct Line from 
the Incorrect Ones; Actively Develop Socialist 
Foreign Trade. 

Ch’iu-li, Y. Mobilize the Whole Party; Fight a 
Decisive Battle for Three Years: Strive Hard to 
Basically Realize Agricultural Mechanization. 

Ch’ung, P. Fully Utilize and Actively Develop 
Shanghai’s Industry and Make Even Greater 
Contributions toward the Realization of the 
Four Modernizations. 

Fang I. Abstract of a Report on the State of Sci- 
ence and Education Delivered by Comrade 
Fang I at the Seventh Enlarged Meeting of the 
Standing Committee of the Fourth National 
Committee of the Chinese People’s Political 
Consultative Conference. 

Hsueh-sen, C. Modern Science and Technology. 

Yung-kuei, C. Treat Farmland Capital Construc- 
tion as a Great Socialist Task. 

Consommation, Vol. 25, No. 3, July-September 1978 

Foulon, A. and Hatchuei, G. Les effets redistri- 
butifs des finances publiques en 1965 et 1970. 
(The Redistribution of Public Finances in France 
in 1965 and 1970. With English summary.) 

Lecomte, T. La concentration des d^penses de 
sant6: Les 10% plus forts consommateurs. (The 
Concentration of Medical Expenditure; ’The 
10% Top Users. With English summary.) 

Madre, J.-L. Les effets redistributifs des finances 
publiques dans le domaine des transports ur- 
bains. (The Redistributive Effiects of Public 
Fimds on Urban Transports. With English sum- 
mary.) 

Czechoslovak Economic Digest, No. 7, November 
1978 

Franik, R. Socialist Transformations in Agricul- 
ture. 

Kudma, K. System Concept of Scientific-Techni- 
cal Development of Agriculture. 

Matiiiek, O. Expression of Growing Activity and 
Initiative of Working People. 

Slepi£ka, A. Transformation of the Village and 
the Way of Life. 

Varga, J. Tasks of the Agricultural Policy of the 
Communist Party. 

Zlocha, N. Elconomic Theory for Managerial 
Practice. 


Caeohoalovak Economic Digest, No. 8, December 
1978 

Baibakov, N. K. Long-Term Target Programs— 
A New Stage in the Development of Socialist 
Economic Integration of the CMEIA Countries. 

Houdek, K. ’The Fuel and Energy Base: Concept, 
Plan, and Development. 

SedivY, Z. Czechoslovakia’s Cooperation with 
the CMEA Countries in Drawing up the Plans 
for the Period after 1980. 

Svoboda, M. Long-Term Development of the 
Czechoslovak Engineering Industry and Its 
Main Branches. 

Demography, Vol. 16, No. 1, February 1979 

Chamblee, R. F.; Clifford, W. B. and Mustian, R. D. 
Validation of an Inferential Approach for the 
Measurement of Illegitimacy. 

Freshnock, L. and Cutright, P. Modek of Illegiti- 
macy: United States, 1969. 

Krishnamoorthy, S. Family Formation and the 
Life Cycle. 

Mare, R. D. Social Background Composition and 
Elducational Growth. 

McGirr, N. J. The Two Generation Urbanite Hy- 
pothesis Revisited. 

Menken, J. Seasonal Migration and Seasonal 
Variation in Fecimdability: Effects on Birth 
Rates and Birth Intervals. 

Pollard, J. H. Bias in Graduated Life Table Func- 
tions. 

Preston, S. H. and McDonald, J. ’The Incidence 
of Divorce within Cohorts of American Mar- 
riages Contracted since the Civil War. 

Rosenfeld, R. A. and Sorensen, A. B. Sex Differ- 
ences in Patterns of Career Mobility. 

Trussell, J. and Brown, E. A Close Look at the 
Demography of Afghanistan. 

Williams, C. llie Changing U.S. Labor Force and 
Occupational Differentiation by Sex. 

Desarrollo Eoondmioo, Vol. 18, No. 70, July- 
September 1978 

Brodeisohn, V. and Slutzky, D. Dependencia in- 
terna y desarrollo: el caso del chaco. 

Cavarozzi, M. Ell orden oligarquico en Chile, 
1880-1940. 

Colome, R. A. “Excedente fiiuuiciero” del sector 
agropecuario argentiono; refleziones en torno de 
un trabajo anterior y nueva estinuicibn. 

Elias, V. J. Productividad en el corto y largo 
plazo en la Argentina. 

Gimenez Zapiola, M. and Leguizamon, C. M. 
Aldo Ferrer y la politica economica en la Argen- 
tina de posguerra (III) 

Ondarts, G. Inversibn, Distribucibn y demanda. 
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gotalow, 8. M. L« burgueiia comerciante de 
Buaoot Aire* en el tiglo XVIII. 

TeRW.aA. El IMP* aocial de Buenos Aire* en 

1M3. 1947 y 1960: Buenos Aires y los modelos 
urbanof. 

Eattem European EooDomks, Vol. 17, No. 1-2, Fall- 
Wintar 1978-79 

Zwass, A. Money, Bahldng, and Credit in the So- 
viet Union and Eastern Europe. 

Eoenometrioa, Vol. 47, No. 1, January 1979 

• Andenon, T. W. and Saw*, T. Evaluation of the 

Distribution Function of the Two-Stage Least 
Squares Estimate. 

Bitros, G. C. Neoclassical Theory of Trade 
Credit: A Critique and A Reformulation. 
Brousoh, T. S. Conflict among Criteria for Test- 
ing Hypotheses: Extensions and Comments. 

• Chipinan, J. S. Efficiency of Least-Squares Esti- 

mation of Linear Trend when Residuals are Au- 
tocorrelated. 

• Clark, C. W.i Clarke, F. H. and Munro, G. R. 

The Optimal Exploitation of Renewable Re- 
source Stocks; Problems of Irreversible Invest- 
ment. 

• Crawford, V. P. A Procedure for Generating Pa- 

reto-Efficient Egalitarian-Equivalent Alloca- 
tions. 

Farebrother, R. W. A Grouping Test for Misspeci- 
fication. 

Fomby, T. B. and Hill, R. C. Multicollinearity 
and the Minimax Conditions of the Bock Stein- 
Like Estimator. 

• Gevers, L. On Interpersonal Comparability and 

Social Welfare Orderings. 

• Heckman, J. J. Sample Selection Bias as a Specifi- 

cation E^ror. 

• Krept, D. M. and Porteus, E. L. Dynamic Choice 

Theory and Dynamic Programming. 

• Myerson, R. B. Incentive Compatibility and the 

Bargaining Problem. 

• Neftpi, S. N. Lead-Lag Relations, Exogeneity and 

Prediction of Economic Time Series. 

• Petersen, H.-G. Elffects of Growing Incomes on 

Classified Income Distributions, the Derived 
Lorenz Curves, and Gini Indices. 

• Reinsel, G. Maximum Likelihood Estimation of 

Stochastic Linear Difference Equations with Au- 
toregressive Moving Average Errors. 

• RMdell, W. C. The Empirical Foundations of the 

Phillips Curve Evidence from PanaHian Wage 
Contract Data. 

Eeonometrioa, Vol. 47, No. 2, March 1979 

• All, M. M. Some Evidence of the Efficiency of 

a Speculative Market. 

• Arrow, K. J. and Radnor, R. Allocation of Re- 


sources in Large Teams. 

Balaohandran, K. R. and Schaefer, M. E. 
Glaw Dominance Characteristics at a Serrvice Fa- 
cility. 

Rianehi, C.{ Calzolari, G. and Coni, P. A Note 
on the Numerical Results by Goldberger, Nagar, 
and Odeb. 

• Deistler, M. and Schrader, J. Linear Modeb with 

Autocorrelated Errors; Structural Identifiability 
in the Absence of Minimality Assumptions, 
o Grossman, S. J. and Hart, O. D. A Theory of Com- 
petitive Equilibrium in Stock Market Econo- 
mies. 

o Cuesnerie, R. Financing Public Goods with Com- 
modity Taxes: The Tax Reform Viewpoint. 

• Hausman, J. A. and Wise, D. A. Attrition Bias 

in Experimental and Panel Data; The Gary In- 
come Maintenance Experiment. 

• Hsiao, C. Measurement Gjrror in a Dynamic Si- 

multaneous Equations Model with Stationary 
Disturbances. 

• Kahneman, D. and Tversky, A. Prospect Theory: 

An Analysis of Decision under Risk. 

• Kaneko, M. and Nakamura, K. The Nash Social 

Welfare Function. 

Learner, E. E. Information Criteria for Choice 
of Regression Models: A Comment. 

• Lillard, L. A. and Weiss, Y. Components of Varia- 

tion in Panel Earnings Data: American Scien- 
tists, 1960-70. 

Polinsky, A. M. The Demand for Housing: An 
Empirical Postscript. 

• Riley, J. G. Informational Equilibrium. 
Rubinstein, A. A Note about the “Nowhere 

Denseness" of Societies Having an Equilibrium 
under Majority Rule. 

Economia, Vol. 2, No. 3, October 1978 

Barrooas, J. M. O 2 ." Congresso Europeu dos 
Elconomistas Agricolas. 

Cavaco Silva, A. A. Politicos, Burocratas e eco- 
nomistas. (Politicians, Bureaucrats and Econo- 
mists. With English summary.) 

Cavaco Silva, A. Notas pura uma Actua^fio no 
Dominio da Habitagao. 

Esp^noss^ J. G. La propiedad y el financiamiento 
de las empresas en la transicion hacia una demo- 
cratizacion de la economia. (The Problem of the 
Ownership and Financing of Enterprises in the 
Transition towards a Democratization of the 
Ekxinomy. With English summary.) 

Gouveia Pereira, O. Herbert Simon: Psicologia 
e Economia. 

de Macedo, J. B. Pr6imo Novel em Economia 
para Herbert Simon: O “homo interdiscipli- 
naris” 

Mateus, A. M. Investimento em casas de habita- 
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Cio; Politicat de rendaa e de crddito. (A Model 
for Investment in Housing; Rent and Credit Pol- 
icies. With En^Urii sunnnary.) 

Pires, C. Habitacio em Portugal: Problemas Ac- 
tuals e Perspectivas Futuras. 

Rodrigues, V. M. C. Os efeitos induzidos no saldo 
da blanQa comercial por uma deivalorizacio do 
escudo; Um modelo aplicado. CThe Induced Ef- 
fects of a Devaluation of the Portuguese Escudo 
on the Trade Balance: An Applied Model. With 
English summary.) 

Valadares Tavares, L, and Oliveira, R. C. 
Estrat6gias locaionais na expansio urbana: Um 
contributo para a anilise de custos. (Locational 
Strategy for Urban Developments: Costs Analy- 
sis. With English summary.) 

Economic Development and Cultural Change, Vol. 
27, No. 2, January 1979 

Blumenthal, T. A Note on the Relationship be- 
tween Domestic Research and Development 
and Imports of Technology. 

Bronfenbrenner, M. Rejoinder to Professor Mac- 
Phee [Predatory Poverty on the Offensive: The 
UNCTAD Record]. 

Chinn, D. L. Rural Poverty and the Structure 
of Farm Household Income in Developing 
Countries: Evidence from Taiwan. 

Falaris, E. M. The Determinants of Internal Mi- 
gration in Peru; An Economic Analysis. 

Frenzel, K. A. and McCready, D. J. Health Eco- 
nomics: A Subdiscipline? 

Kahan, A. Social Aspects of the Plague Epidem- 
ics in £]ighteenth-Century Russia. 

MacPhee, C. R. Martin Bronfenbrenner on UN- 
CTAD and the GSP; Conunent. 

Rimmer, D. Have-Not Nations: The Prototype. 

Thakur, C. P. Skill Generation and Labor Market 
in a Developing Economy. 

Williamson, J. G. Inequality, Acciunulation, and 
Technological Imbalance: A Growth-Equity 
Conflict in American History? 

Economic Geography, Vol. SS, No. 1, January 1979 

Clark, J. R. Measuring the Flow of Goods with 
Archeological Data. 

Gregor, H. F. The Large Firm as a Stereotype: 
A Look at the Pacific Southwest. 

O’Loughlin, J. and Munsld, D. C. Housing Reha- 
bilitation in the Inner City: A Comparison of 
Two Neighborhoods in New Orleans. 

Seley, J. E. A Comparison of Technical and Eth- 
nographic Approaches in the Evaluation and 
Planning of Professional Fire Services: Tinker- 
ing with Success. 

White, A. N. 'Accessibility and Public Facility Lo- 
cation. 


Economic History Review, Second Series, Vol. 32, 
No. 1, Febru^ 1979 

• Beresford, M. W. The Decree Rolls of Chancery 

as a Source for Economic History, 1547-C.1700. 

• Bonney, R. J. The Failure of the Ifrench Revenue 

Farms, 1600-60. 

• Chapman, S. D. Financial Restraints on the 

Growth of Firms in the Cotton Industry, 1790- 
1850. 

• Cohen, J. S. Facism and Agriculture in Italy; Poli- 

cies and Consequences. 

Collins, M. E)nglish Bank Deposits before 1844: 
A Comment. 

Overy, R. J. The German Motorisierung and 
Rearmament; A Reply. 

Spenceley, G. F. R. R. J. Overy and the Motori- 
sierung: A Comment. 

• Tomlinson, B. R. Britain and the Indian Cur- 

rency Crisis, 1930-2. 

• von Tunzelmann, G. N. Trends in Real Wages, 

1750-1850, Revisited. 

Economic Inquiry, Vol. 17, No. 1, January 1979 

• Bartel, A. P. Women and Crime; An Economic 

Analysis. 

• Boyd, J. W. Transaction Risk and Bidding Behav- 

ior. 

Flowers, M. R. Supplemental Benefits for 
Spouses under Social Security: A Public Choice 
Explanation of the Law. 

Hewins, D. C. and Shelley, J. B. Sweezy’s Kink: 
Macro Foundatiotu of a Micro Theory. 

• Hoenack, S. A. and Weiler, W. C. The Demand 

for Higher Education and Institutional EmoU- 
ment Forecasting. 

James, R. G. A Note on Dr. Friedman's Con- 
sumption Function. 

• Kardasz, S. W. The Capital-Stock Decision of 

Subsidiaries. 

Kraus, M. On Pareto-Optimal Time Allocation. 

• Liimerootb, J. The Value of Human Life: A Re- 

view of the Models. 

Martin, R. L. Price Elasticity and a Shifting De- 
mand Curve. 

Marvel, H. P. Gasoline Price Sigtu and Price Be- 
havior; Comment. 

• Sheffrin, S. M. Unanticipated Money Growth and 

Output Fluctuations. 

Umbeok, J. Welfare Effects of Sales Maximiza- 
tion; A Methodological Critique. 

• Variaq, H. R. Catastrophe Theory and the Busi- 

ness Cycle. 

Economic Journal, Vol. 89, No. 353, March 1979 

• Barro, R. J. Money and the Price Level under 

the Gold Standard. 
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• Bmwn, A. J. Ina«aon Mid the British Sickness. 

• Collier, P. The Welfare Effects of Customs 

Union: An Anatomy. 

Dtoey, B. Recurrent Spells and the Concentra- 
tion of Unemployment in Great Britain. 

• Doherty, N. A. National Insurance and Absence 

from Work. 

• Domberger, S. Price Adjustment and Market 

Structure. 

Jazaiii, N. T. the Functional Form of the Relation 
between Alternative Real Income Comparisons. 
Langley, P. C. The Private Gains to Long-Dis- 
tance Migration in the United States. 

• Nickel!, S. Jf. The Effect of Unemployment and 

Related Benefits on the Duration of Unemploy- 
ment. 

0 Roberts, K. W. S. Welfare Considerations of Non- 
linear Pricing. 

Rowthom, R. E. A Note on Verdoom’s Law. 

Economic Policy Review, No. 4, March 1978 

Bacon, R.; Godley, W. and McFarquhar, A. 
The Direct Costs to Britain of Belonging to the 
EEC. 

Coutts, K. Short-Run Variations in Company 
Profits. 

Cripps, F.; Fetherston, M. and Ward, T. The Ef- 
fects of Different Strategies for the UK Econ- 
omy. 

Cripps, F. Causes of Growth and Recession in 
World Trade. 

Fetherston, M. Statistical Appendix. 

Kennedy, C. Inflation Accounting-. Retrospect 
and Prospect. 

Moore, B., et al. A Return to Full Employment? 
Economic Record, Vol. 54, No. 146, August 1978 

• Babich, G. and Goodhew, J. Short Term Econo- 

metric Forecasting and Seasonal Adjustment. 
Easton, B. H. A Relationship between Earnings 
Inequality and Wealth Inequality. 

• Falvey, R. E. Trade Policies and Industralisation. 

• Felmingham, B. S. and Bennett, P. A. Monetary 

Policy Reaction in an Interdependent Instru- 
ment Setting. 

Hunt, B. F. and Valentine, T. J. The Interdepen- 
dence of Monetary Policy and Capital Flows in 
Australia: A Comment. 

• Uaing, N. F. The Dynamics of Inflation and Em- 

ployment in the Full-Employment Zone: A The- 
oretical Analysis. 

• Lloyd. P. J. AVage Indexation: The Treatment of 

Public Sector Taxes and Goods. 

• Mathews, H. Federal Balance and Economic Sta- 

bility. 

• Murray, G. L. Monetary Policy and Capital In- 

flow. 


• Murray, D. Sources of Income Inequality in Aus- 

tralia, 1968-69. 

Porter, M. G. The Interdependence of Monetary 
Policy and Capital Flows in Australia; A Reply. 

• Powell, R. A. and Mandeville, T. D. Analysis of 

Sector Interactions and Stability in a Rural Re- 
gion of NSW. 

Schlavo-Campo, S. The Simple Measurement of 
Structural Change: A Note. 

• Trivedi, P. K. and Rayner, J. Wage Inertia and 

Comparison Effects in Australian Award Wage 
Determination, 1964-74. 

Economic Studies Quarterly, Vol. 29, No. 3, 
December 1978 

• Abe, M. A. Reciprocal Consumption Externali- 

ties in Urban Transportation; Problems of Opti- 
mal Tolls and Investment. 

• Ezaki, M. Growth Accounting of Postwar Japan: 

The Input -Side. 

Fujiqiori, Y. The Fundamental Marxian Theo- 
rem with Heterogeneous Labour. 

• Fujimoto, T. Exploitation, Profits and Growth: 

A Disequilibrium Analysis. 

• Nakamura, K. Necessary and Sufficient Condi- 

tions on the Existence of a Class of Social Choice 
Functions. 

Nishimura, K. On the Elxistence Proofs of Gen- 
eral Equilibria. 

• Riddell, W. C. The Use of the Stepwise Chow 

Test. 

• Shinkai, Y. An Analysis of the Bank of Japan’s 

Business Survey Data. 

• Tsurumi, H. A Bayesian Test of a Parameter Shift 

in a Simultaneous Equation with an Application 
to a Macro Savings Function. 

Economica, Vol. 45, No. 180, November 1978 

• Boadway, R. A Note on the Treatment -of For- 

eign Exchange in Project Evaluation. 

• Collins, M. Monetary Policy and the Supply of 

Trade Credit, 1830-1844. 

• Levin, R. C. Technical Change, Barriers to En- 

try, and Market Structure. 

• Masson, P. R. Structural Models of the Demand 

for Bonds and the Term Structiue of Interest 
Rates. 

Ng, Y.-K. Optimal Club Size; A Reply. 

• Nickell, S. J. Fixed Costs, Employment and La- 

bour Demand over the Cycle. 

• Stevens, D. N. and Foster, J. E. The Possibility 

of Democratic Pluralism. 
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Dillen, J. and Op de Beeck, P. De fiscale voorde- 
len voor sommige buitenlanders die tiidelfjk in 
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Belgie verbUiven. 

Goctfaaif, H. Een nieuwe wet betrefiende de ar- 
beidsovereenkonuten. 

Oo^ie, H. and De Groote, W. Rendabiliteit van 
investeringaprojecten en fiscale aftchr^vinga- 
stelseb: een sensitiviteitsonderzoek. 

Sarens, A. AanvulUngen op bet gestabiliieerd ac- 
tueel boekbouden in verband met bet trans- 
actieresultaat by FIFO-waardering van de goe- 
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Accounting Concerning Transaction Results by 
FIFO Valuation of Stocks. With English sum- 
mary.) 

Tindemans, L. 125 jaar sint-igiuttius: Econo- 
miscbe kennis in bet buidige maatscbappeiyk 
bestel, europees en intemationa]. 

Van den Panbuyzen, W. Een industrieel beleid 
voor een “small open economy” 
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Auray, J.-P.; Duru, G. and Mougeot, M. Proposi- 
tions pour line analyse topologique des ensem- 
bles d'agents. 

Auray, J.-P.j Duru, G. and Mercier, A. Structure 
6conomique et environnement. 

Percebois, J. A propos de quelques concepts uti- 
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Perroux, F. Trois outils d'analyse pour I'etude du 
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Perroux, F. Materiaux pour une analyse de la 
croissance economique. 

Poirier, J.-E. Allocation of Money Amounts to a 
Regional Public Goods Project Involving Water 
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Valiee, R. Sur I’etude matbematique du duopole. 

economies et Societes, Vol. 12, No. 8-9, August- 
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Quelques observations sur les facteurs du niveau 
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Weiller, J. Flexibility des structures et prdfy- 


rence pour un mode d’expansion— ou de crtds- 
tance — par I’exportation (rappel de quelques 
considyrations sur notre projet initial) 

De Econootist, VoL 126, No. 4, 1978 

• van Dujjn, J. J. Dating Postwar Business Cycles 

in the Netherlands, 1948-1976. 

• Hartog, F. Hennipman on Ecoiiomic Policy and 

Welfare Ekx>noinics; A Review Article. 

• Hartog, J. and Veenbergen, J. G. Dutch Treat, 

Long-run Changes in Personal Income Distri- 
bution. 

Holtiop, M. W. Een Terugblik op Mr. N. G. Pier- 
son. (A Retrospective View of Dr. N. G. Pierson. 
With English sununnary.) 

• Psacharopoulos, G. and Tinbergen, J. On the Ex- 

planation of Schooling, Occupation and Earn- 
ings:. Some Alternative Path Analyses. 

Economy and History, Vol. 21, No. 2, 1978 

Ahlstrdm, C. Higher Technical Education and 
the Engineering Profession in France and Ger- 
many during the 19th Ontury; A Study on 
Technological Change and Industrial Perfor- 
mance. (With English summary.) 

Hodne, F. New Evidence on the History of To- 
bacco Consumption in Norway, 1665-1970. 
Jonung, L. and Wadensjd, E. A Model of the De- 
termination of Wages and Prices in Sweden, 
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N ilsson, C.- A. and Schon, L. F actories in Sweden, 
1820-1870: A Typological Approach. 

Smith, I. The Economics of Cane and Beet Sugar: 
A Rejoinder. 

Empirics, No. 2, 1978 

B6hm, B. An EImpirical Investigation of Mone- 
tary Effects on Private Consumption Expendi- 
tures in Austria. 

Breuss, F. Energienachfrage und Potential Out- 
put in Cesamtwirtschaft und Industrie. (With 
English summary.) 

Fink, C. and Skolka, J. Die Kapital-und Arbeit- 
sintensitiit des dsterreichischen Aussenhandels 
1964. (With English sununary.) 

Pollan, W. and Tintner, G. The Short-Term Re- 
sponsiveness of Consumer EIxpenditures in the 
Austrian Economy. 

Smeral, E. Ein Entscheidungsmodell fUr Kon- 
sumieren und Sparen. (With English summary.) 

Empirical Economics, Vol. 3, No. 3, 1978 

Ghosh, D. and Kazi, U. A Macroeconomic Model 
for Nigeria, 1958-1974. 

Marwah, K. A World Model of International 
Trade: A Supplement on Measuring the Com- 
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Morel, C. and Steinhen, A. An Empirical Study 
of World Market Influence* on Price Formation 
in West Germany. 

Pauly, K. Personal Income Tax Policies: A Study 
for West-Germany. 

lEnglneoring Economy, Vol. 23, No. 4, Summer 197S 

Hosiort, R. W. Devices for Electric Utility Rate 
Design under Transition Towards Time of Use 
Marginal Cost Pricing. 

Hofkint, C. G. Capital Budgeting Decision Rules 
for Risky Projects Derived from a Capital Mar- 
ket Model Based on Semivariance. 

Loughlin, J. C. and Pae, K.-T. Discriminant Anal- 
ysis and Local Rejection of Corps Reservoir Rec- 
reation Projects. 

Willis, R. E. Estimating Facility Size for Variable 
or Uncertain Activity Levels. 

Engineering Economist, Vol. 24, No. 1, Fall 1978 

Frair, L. C. and Devine, M. D. The Consideration 
of Depletion in After-Tax Optimization Models. 
Freeland, J. R. and Rosenblatt, M. J. An Analysis 
of Linear Programming Formulations for the 
Capital Rationing Problem. 

Ignizio, J. P. The Development of Cost Estimat- 
ing Relationships via Coal Programming. 
Jeynet, P. H. Effective or Nominal Federal In- 
come Tax Rates in Engineering Economy Stud- 
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Oso, J. B. The Proper Role of the Tax-A<j/usted 
Cost of Capital in Present Value Studies. 

Schall, L. D. and Kerr, H. S. The Validity of Exist- 
ing Capitalization Methods. 

Engineering Economist, Vol. 24, No. 2, Winter 1978 

Allen, C. L-i Martin, J. D. and Anderson, P. F. 
Debt Capacity and the Lease-Purchase Prob- 
lem: A Sensitivity Analysis. 

Bernhard, R. H. A .Simpler Internal Rate of Re- 
turn Uniqueness Condition Which Dominates 
That of de Faro and Soares. 

Luoken, J. A. and Stuhr, D. P. Decision Trees 
and Risky Projects. 

Park, C. S. and Thuesen, G. J. Combining the 
Concepts of Uncertainty Resolution and Project 
Balance for Capital Allocation Decisions. 

Federal Reserve Bank of New York Quarterly 
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Brusca, R. United States Export Performance. 
• Garbade, K. D. and Kaicher, M. M. Exchange- 
Traded Options on Common Stock. 

Holmes, A. R. and Pardee, S. E. Treasury and 
Federal Reserve Foreign Exchange Operations. 


Melton, W. C. Corporate Equities and ^ Na- 
tiotud Market System. 

Sahling, L. Are State and City Corporate Income 
Taxes Stifling Investment in New York? 

Volcker, P. A. The Political Economy of the Dol- 
lar. 

Federal Reserve Bank of St. Louis Review, Vol. 61, 
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Gilbert, R. A. and Lovati, J. M. Disintermedia- 
tion: An Old Disorder with a New Remedy. 

Luttrell, C. B. The "Danger” from Foreign Own- 
ership of U.S. Fsu'miand. 

Saxton, A. C., Jr. Operations of the Federal Re- 
serve Bank of St. Louis-1978. 

Federal Reserve Bank of St. Louis Review, Vol. 61, 
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Stevens, N. A. and Luttrell, C. B. 1979 Food and 
Agricultural Outlook. 

Tatom, J. A. and Lang, R. W. Automatic Trans- 
fers and the Money Supply Process. 

Trebing, M. E. Elconomic Developments in 1978. 

Federal Reserve Bank of St. Louis Review, Vol. 61, 
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Gilbert, R. A. Benefits of Borrowing from the 
Federal Reserve when the Discount Rate is Be- 
low Market Interest Rates. 

Lang, R. W. The FOMC in 1978; Clarifying the 
Role of the Aggregates. 

Federal Reserve Bank of San Francisco Economic 
Review, Supplement Winter 1979 

Keran, M. W. and AI Malik, A. A. Monetary 
Sources of Inflation in Saudi Arabia. 

Federal Reserve Bank of San Francisco Elconomic 
Review, Winter 1979 

Beebe, J. H. The Effect of Proposition 13 on Cali- 
fornia Municipal Debt. 

Judd, J. P. Competition between the Commer- 
cial Paper Market and Commercial Banks. 

Oakland, W. H. Proposition 13— Genesis and 
Consequences. 

Federal Reserve Bulletin, Vol. 6S, No. 1, January 
1979 

Teplin, A. M. The Economy in 1978: Moderate 
Expansion and Persistent Inflation. 

Federal Reserve Bulletin, Vol. 65, No. 2, February 
1979 

Brundy, J. M.j Humphrey, D. B. and Kwast, M. L. 
Check Processing at Federal Reserve Offices. 

Coldwell, P. E. Statement to Congress. 

Eisenbeis, R. A. and Schweitzer, P. R. Tie-ins be- 
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tween die Granting of Credit and Sale of Insur- 
ance by Bank Holding Companies and Other 
Lenders. 

Lefever, D. M. Survey of Time and Savings De- 
posits at Commercial Banks, October 1978. 

Miller, G. W. Statement to Congress. 

Miller, G. W. Statement to Congress. 

Miller, G. W. Statement to Congress. 

Teeters, N, H. Statement to Congress. 

Wallich, H. C. Statement to Congress. 

Federal Reserve Bulletin, Vol. 65, No. 3, March 1979 

Holmes, A. R. and Pardee, S. E. Treasury and 
Federal Reserve Foreign Exchange Operations. 

Miller, G. W. Statement to Congress. 

Miller, G. W. Statement to Congress. 

Partee, J. C. Statement to Congress. 

Partee, J. C. Statement to Congress. 

Seiders, D. F. Recent Developments in Mortgage 
and Housing Markets. 

Teeters, N. H. Statement to Congress. 

Teeters, N. H. Statement to Congress. 

Finance and Development, Vol. 16, No. 1, March 
1979 

Deppler, M. and Regling, K. Labor Market De- 
velopments in the Major Industrial Countries. 

Goldstein, M. and Young, J. H. Exchange Rate 
Policy; Some Current Issues. 

Gordon, D. L. The Bonk and the Development 
of Small Enterprises. 

Habermeier, W. O. The SDR as an International 
Unit of Account. 

Heller, P. The Underfinancing of Recurrent De- 
velopment Costs. 

Jallade, J.-P. Financing Education for Income 
Distribution. 

Ray, A. and van der Tak, H. C. A New Approach 
to the Elconomic Analysis of Projects. 

Rovani, Y. The Problem of Water Supply and 
Waste Disposal. 

Finanzarchiv, Vol. 37, No. 1, 1979 

Oieckheuer, G. Zu den Wirkungen einer offent- 
lichen Kreditauinahme auf die funktionelle und 
die personelle Einkommensverteiling. 

Flaubeck, H. and Friedmatm, W, Investitionen 
und Beschiiftigung; Ammerkungen zu der Kritik 
von Jurgen Kromphardtan den diesbezuglichen 
AusfUhrungen des Sachverstandigenrates. 

Korff, H. C. Dynamische Verwaltung. 

Kronmhardt, J. Rationalisienmgsinvestitionen 
und Beschaftigung; Replik. 

LUdeke, R. Kosten- und Ausgabendampfiing im 
Gesundheitswesen als Problem einer zielgeri- 
cfateten Krankenverischerungsreform. 


Peffekoven, R Zur ProUematik eiiier peraSnli- 
chen Ausgabensteuer. 

Petersen, H.-G. Simulatimuergebnisse ttber die 
Wirkungen einer Indexbindung des Einkom- 
mensteuersystems. 

Schneider, D. Bezugsgrbssen steuerlicher Lei- 
stungsBihigkeit und Vermbgensbesteuerung. 
Sboup, C. S. The Third Eklition of the Handbuch 
der Finanzwissenschaft. 

Stem, K. Das Urteil des Zweiten Senats des Bun- 
desverfiassungsgerichts vom 25. May 1977 — 2 
BvE 1/74. 

Food Research Institute Studies, Vol. 16, No. 3, 
1977-78 

e Caves, R E. Organization, Scale, and Perfor- 
mance of the Crain Trade. 

• Herdt,R.W.;Te, A. and Barker, R TheProspects 

for Asian Rice Production. 

• Jones, W. O. Turnips, the Seventh Day Adventist 

Principle, and Management Bias. 

• Page, J. M., Jr. Economies of Scale, Income Dis- 

tribution, and Small-Enterprise Promotion in 
Ghana’s Timber Industry. 

• Peck, A. E. Implications of Private Storage of 

Grains for Buffer Stock Schemes to Stabilize 
Prices. 

• Rutledge, D. J. S. Estimation of Hedging and 

Speculative Positions in Futures Markets: An Al- 
ternative Approach. 

Foreign Affairs, Vol. 57, No. 3, 1978 

Whitman, M. v. N. A Year of Travail: The United 
States and the International Elconomy. 

Foreign Affairs, Vol. 57, No. 4, Spring 1979 

Bingham, J. B. and Johnson, V. C. A Rational 
Approach to Export Controls. 

Stobaugh, R. and Yergin, D. ARer the Second 
Shock: Pragmatic Energy Strategies. 

Ciomale degli Economisti e Aiuiali di Economia, 
Vol. 37, No. 9-10, September-October 1978 

Bruni, F. Appunti sulla teoria monetaria di knut 
wicksell: In occasione dell'edizione italiana di 
"Geldzins und GUterpreise.” (Knut Wicksell's 
Monetary Theory: On the Occasion of the Italian 
Eldition of “Geldzins und GUterpreise.” With 
English summary.) 

Ferretti, M. Mobility del capitale e teoria sraffi- 
ana: un modello semplificato e qualche esempio 
numerico. (Capital Mobility and Mr. SraSa’s 
Theory: A Simplified Model and Some Numeri- 
cal EIxamples. With English summary.) 
Fontanella, C. Sull 'economia delle organizza- 
zioni produttive dei servizi di trasporto pubblico 
negli ambiti locali. (On the Economics of Local 
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PubUc Trtniport Syiteiiu. With English sum- 
mary.) 

C. La finanza dei govemi locall e delle 
area metrop<ditane giapponesi. (The Finance of 
Local GovemmenU and of Metropolitan Areas 
in Japan. With English sununary.) 

Giomale degli Eeonomkti e Annali di Economia, 
Vol. 37, No. 11-12, November-December 1978 

fi.n.t«nl, A. Per la pubblicazione dei "selected 
economic writings" dl Fritz Machlup e di Wil- 
liam J. Baumol. (On the Publication of the "Se- 
lected Economic Writings" by Fritz Machlup 
and William J. Baumol. With English sum- 
mary.) 

Del Boca, D. and Turvani, M. Eterogeneitit della 
fbrza-lavoro e organizzazione familiare: una ve- 
rifica empirics. (Etherogeneity of Labor Market 
and Family Organization: An Empirical Model. 
With English summary.) 

Ferrari, F. Un'analisi critica di alcune definizioni 
di complementarietk, sostituibilitii, indipen- 
denza. (A Critical Analysis of Some Definitions 
of Complementarity, Substitutability, Indepen- 
dence. With English summary.) 

Giannini, C. Cambiamento tecnologico e interdi- 
pendenze settoriali: una nota matematica. 
(Technological Change and the Input-Output 
Matrix. With Elnglish summary.) 

Goisis, G. Nuove teorie suU’inutilizzazione degli 
impianti: il caso italiano. (New Theories on Capi- 
tal Idleness: The Italian Case. With English sum- 
mary.) 

Lenti, L. Dentro e fuori le frontiere dell 'econo- 
mia. (Inside and Outside the Frontiers of Eco- 
nomics. With English summary.) 

Savona, P. II ruolo della moneta nelle politiche 
di gestione della domanda globale: note alio 
studio dell'ocse. (The Role of Money in Global 
Demand Management Policy: A Note on the 
OECD "Report." With English summary.) 

Growth and Change, Vol, 10, No. 1, January 1979 

Brannon, G. M. Tax Policy and Producer Incen- 
tives in the Blnergy Crisis. 

Breyer, S. Taxes as a Substitute for Regulation. 

Daly, H. E. Myths about Energy and Matter: 
Comment. 

Drapidn, D. B. Taxes as a Substitute for Regula- 
tion: Comment. 

von Furstenberg, G. M. Taxation of Crude Oil, 
Gasoline, and Related Fuels and Commodities: 
Comment. 

Georgeaou-Boegen, N. Myths about Energy and 
Matter. 

Gillls, M. A Tale of Two Minerals: Severance 


Taxes on Energy Resources in the United States. 
Hoch, 1. Cost of Air Pollution Control for Users 
of Electricity: Comment. 

Hughes, W. B. National and Regional Energy 
Models. 

Koehler, G. J. National and Regional Energy 
Models: Comment. 

McLure, C. E., Jr, A Tale of Two Minerals; Sever- 
ance Taxes on Energy Resources in the United 
States: Comment. 

Mead, W. J. Energy Policy and Deregulation: 
Two Hot Topics, or Does Smoke Necessarily 
Mean There’s Fire? Comment. 

Miemyk, W. H. The Energy Conference — A 
Commentary. 

Newcomb, R. Modeling Growth and Change in 
the American Coal Industry. 

Penner, R. C. Tax Policy and Producer Incen- 
tives in the Energy Crisis: Comment. 

Renshaw, E. F. Taxation of Crude Oil, Gasoline, 
and Related Fuels and Commodities. 

Rieber, M. Coal Transportation Models: The Use, 
Misuse, and Abuse of Data. 

Schlottmann, A. Modeling Growth and Change 
in the American Coal Industry: Comment. 
Shoup, C. S. Envoi — The National Energy Act 
of 1978. 

Taylor, L. D. Time-of-Day and Seasonal Demand 
for Electric Power. 

Whinston, A. B. Some Thoughts on Energy Mod- 
eling. 

Wright, A. W. Energy Policy and Deregulation: 
Two Hot Topics, or Does Smoke Necessarily 
Mean There's Fire? 

History of Political Economy, Vol. 11, No. 1, Spring 
1979 

• Blaug, M. The German Hegemony of Location 

Theory: A Puzzle in the History of Economic 
Thought. 

• Collier, C. F. Henry George’s System of Political 

Economy. 

Hunt, E. K. The Invention of New Marxes to De- 
bunk: A Conunent on Wolfson’s "Three Stages 
in Marx’s Thought" 

• Petridis, A. Bilateral Monopoly, Tariff Reform, 

and the Teaching of Economics; The Neglected 
Contribution of Langford Price (1862-1950) 

• Remenyi, J. V. Core Demi-core Interaction: To- 

ward a General Theory of Disciplinary and Sub- 
disciplinary Growth. 

• Stigler, G. J. and Freidland, C. The Pattern of 

Citation Practices in Elconomics. 

• Wolfaon, M. Three Stages in Marx’s Thought. 
Wolfson, M. Mr. Hunt and Mr. Marx [Three 

Stages in Marx's Thought]: Reply. 
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HStotfubashi Jounul of Economics, Vol. 19, No. 1- 
2, December 1978 

Ara, K. Parable and Realism in the Theory of 
Capital: A Generalization of Prof. Samuelson's 
Theory of Surrogate Production Function. 

Kojima, K. Direct Foreign Investment to Devel- 
oping Countries: The Issue of Over-Presence. 

Minoguchi, T. The Core of “The General The- 
ory” 

Ohkawa, M. Government-Type and Market- 
Type Higher Education: A Comparative Survey 
of Financing Higher Education in the Soviet 
Union, Great Britain, the United States and 
Japan. 

Pertot, V. Japan Seen from the Focus of Her Eco- 
nomic Policy. 

L’Impresa, Vol. 20, No. 6, 1978 

Di Marco, V. L’evoluzione delle posizioni sinda- 
cali di fronte al problems della disoccupazione. 
(The Development of Union Positions in the 
Face of the Unemployment Problem. With En- 
glish summary.) 

Gay, C. Azienda e scuola: un rapporto difficile 
dalla parte dell'azienda. (Business and School: 
A Difficult Relationship— The Business Angle. 
With English summary.) 

Lucisano, S. and Alberti, A. Gli investimenti in 
Medio Oriente; alcuni modelli del ciclo di vita. 
(Models for the Life Cycle of an Investment in 
Middle Eastern Countries. With English sum- 
mary.) 

Marvulli, R. Marketing e psicografia. (Marketing 
and Psychography. With English summary.) 

Petroni, G. Mobilitit internazionale dei quadri: 
il problems italiano. (International Mobility of 
Managers: The Italian Problem. With English 
summary.) 

Vanni, L. Per un dibattito, .serio, sulla disoccupa- 
zione. (Towards a Serious Debate on Unemploy- 
ment. With English summary.) 

Industrial Relations, Vol. 18, No. 1, Winter 1979 

Anderson, J. C. Local Union Participation: A Re- 
examination. 

Chafetz, 1. and Fraser, C. R. P. Union Decertifi- 
cation: An Exploratory Analysis. 

Edwards, P. K. Methodological Issues in Quanti- 
tative Strike Analysis: Comment. 

Holmes, A. B. Union Activity and Teacher Salary 
Structure. 

Katz, H. C. Municipal Pay Determination: The 
Case of San Francisco. 

Lutz, M. A. Quit Rates and the Quality of the 
Industrial Wage Structure: Reply. 

McLean, R. A. Interindustry Differences in 
Strike Activity. 


Mixon, J. W., Jr, Quit Rates and the Quality of 
the Industrial Wage Structure: Comment. 
Ponak, A. M. and Thompson, M. Faculty Atti- 
tudes and the Scope of Bargaining. 

Quinn, J. F. Postal Sector Wages. 

Shulenburger, D. E.; Krider, C. E. and Piobler, 
J. A. The Impact on Elamin^ of the Employ- 
ment Service. 

Smith, M. M. Industrial Racial Wage Discrimina- 
tion in the U.S. 

Stem, R. N. Methodological Issues in Quantita- 
tive Strike Analysis: Reply. 

Thornton, R. J. The El^ticity of Demand for 
Public School Teachers. 

Vickery, C. Unemployment Insurance: A Posi- 
tive Reappraisal. 

Walker, J. M. and Lawler, J. J. Dual Unions and 
Political Processes in Organizations. 

Intermountain Economic Review, Vol. 9, No. 2, Fall 
1978 

Bopp, A. E. and Pendley, R. E. A Note on Esti- 
mating Economic Elasticities Using Lagged En- 
dogenous Variables. 

Dowd, D. Consciousness, Character, and Capi- 
talist Development. 

Grabowski, R. Obstacles to Technological Re- 
search in Less Developed Nations. 

Hannah, R. Geothermal: The Emergence of an 
Infant Industry in a Developed Economy. 
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den Theorien des gemischten Wirtschaftssys- 
tems. (In Japanese.) 

Ono, J. The Price Formation of Option Con- 
tracts. (In Japanese.) 

Takeda, R. Interdisciplinary Approach in the Ac- 
counting Theory. (In Japanese.) 

Uchida, Y. On Uncoordinated Policies for De- 
centralized Systems. (In Japanese.) 

Konjunkturpolitik, Vol. 24, No. 5/6, 1978 

Clauss, F. J. Spar-Uberschiisse und Einkommen- 
sverteilung. (Elxcessive Savings and Income Dis- 
tribution. With English summary.) 

Leipert, C. Zum Problem der wohlfithrtsbezo- 
genen Einschatzung des Stoatskonsums. (On the 
Problem of Public-Welfare^Related Evaluation 
of Government Consumption. With English 

summary.) 

• Rahmeyer, F. Die RoUe des Staatssektors in der 
Marktwirtschaft — Zum Bkonomischen Grund- 
satzkapitel des Gutachens der “Kommission fiir 
wirtschaftUchen and sozialen Wandel." fThe 
Role of the Public Sector in the Market Econ- 
omy — A Critique of the Principle Elconomic 
Chapter of the Report of the "Commission for 
Economic and Social Change" in the Federal 
Republic of Germany, With Elnglish summary.) 

Vomfelde, W. Die Reaktion der Bescheiftigung 
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auf Schwankungen des Flrodukttoiuwaciutunu 
im prodtizierenden Gewerbe der Bundesrepu- 
blik. (The Reactioiu of Employment on Fluctua- 
tions of Production Growth on the Manufactur- 
ing Sector of the Federal Republic. With Elnglish 
summary.) 

• Ziesing, H.-J. Zur ISngerfristigen EIntwicklung 

der Stromnachfrage in der Bundesrepublik 
Deutschland. (Longer-Range Electricity De- 
mand Development in the Federal Republic of 
Germany. With Elnglish summary.) 

Kiedit und Kapital, Vol. IS, No. 1, 1979 

Dealtry, M. G. Die monetlire RoUe des Goldes. 
(The Monetary Role of Gold. With English sum- 
mary.) 

Frowen, S. F. and Kouris, G. The Elxistence of 
a World Demand for Money Function: A Reply. 

Fuhrmann, W. Das heimische Geld- und Kredi- 
tangebot einer Euro-Wtlhrung. (The Domestic 
Money and Credit Supply of a Euro-Currency. 
With English summary.) 

Pohl, R. Zentralbankgeldversorgung und Brut- 
tosozialprodukt. (The Supply of Central Bank 
Money and Gross National Product. With En- 
glish summary.) 

Roskamp, K. W. A Neo-Classical Macro-Eco- 
nomic Model: Entrepreneurs Bankers, Innova- 
tions and Excess Profits. 

Scheithauer, M. Die Oesterreichische National- 
bank im Spannungsfeld von Wachstum, Inflation 
und Rezession. (The Austrian National Bank un- 
der the Constraint of Growth, Inflation and Re- 
cession. With English summary.) 

Sharpe, I. G. and Volker, P. A. The Impact of 
Institutional Changes on the Australian Short- 
Run Money Demand Function. 

Zwau, A. Inwieweit transferierbar sind die 
RGW-Wfihrungen? (How Transferable are 
Comecon Currencies? With English summary.) 

Kyklos, Vol. 31, No. 4, 1978 

Cebula, R. J. Migration and Welfare Benefit Lev- 
els; A Reply. 

• Cornwall, J. Towards Full Elmployment and 

Price Stability; A Review of the OECD Report. 

• Driehuis, W. Labour Market Imbalances and 

Structural Unemployment. 

• Dunning, J. H. and Stilwell, F. J. B. Theories 

of Business Behaviour and the Distribution of 
Surplus Profits. 

Kohn, R. Migration and Welfare Benefit Leveb: 
A Comment. 

Lattmann, C. Werturteile in den Sozialwissen- 
schaften. Zu Ilmar Tammelos Buch "Theorie der 
Gerechtigkeit.” 

• Murray, T.; Schmidt, W. and Walter, 1. Alterna- 


tive Forms of Protection against Market Disrup- 
tion. 

• Ng, Y.-K. Flconomic Growth and Soda! Welfare; 

The Need for a Complete Study of Hapifl- 
ness. 

Perelman, M. The Organic Composition of Ci^- 
tal: A Comment. 

• PBll, G. Anapruchsniveau und pennanente fru- 

stration im verbrauchsverhalten. (With En^^ish 
summary.) 

Robinson, J. The Organic Composition of Capi- 
tal; A Reply. 

e Scaperlanda, A. The IMF; An Emerging Central 
Bank? 

Kyoto University Economic Review, Vol. 48, No. 1- 
2, April-October 1978 

Kikuchi, K. Condition of the British Workers in 
the Latter Half of die Nineteenth Century. 
Nakano, I. The Position and the Character of the 
Large-Scale Farming in the United States (I) — 
From Family Farms to Capitalistic Farms. 

Ono, K. Japanese Capitalism and Foreign TYade, 
1945-1970 (II)— Japanese Trade under the 
Fixed Exchange Rate System. 

Labor History, Vol. 20, No. 1-2, Winter 1979 

Brody, D. The Old Labor History and the New; 

In Search of an American Worl^g Class. 

Clive, A. Women Workers in World War II; 

Michigan as a Test Case. 

Isserman, M. An Exchange in the Rochester 
Workingman's Advocate: March, 1840. 

Morris, J. O. The Acquisitive Spirit of John 
MitcheU, UMW President (1899-1908) 

Steffen, C. G. The Pre-Industrial Iron Worker: 

Northampton Iron Works, 1780-1820. 

Tobin, E. M. Direct Action and Conscience: The 
1013 Paterson Strike as Example of the Relation- 
ship between Labor Radicals and Liberals. 

Land Economics, Vol. 54, No. 4, November 1978 

Christopherson, D. A. A Status Group Dynamics 
Approach to Predicting Participation Rates in 
Regional Recreation Demand Studies: Com- 
ment. 

• Cocheba, D. J. and Langford, W. A. WUdlife Val- 

uation; The Collective Good Aspect of Hunting. 
Colwell, P. F. and Sirmant, C. F. Area, Time, 
Centrality and the Value of Urban Land. 

• Fishldnd, H. H.; MttUman, J. W. and EUson, 

R. W. A Pragmatic Econometric Approach to 
Assessing Economic Impacts of Growth or De- 
cline in Urban Areas. 

• Hanushek, E. A. and Quiidey, J. M. An Explicit 

Model of Intra-Metropolitan Mobility. 
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• Muitioek. 8. H 4 Wtotond, J. 8. ■nd 

F. L. An Anesment of the Validity of the 
Gravity Model for Predicting Community Set- 
tlement Pattemi in Rural Energy-Impacted 
Areai of the Wert. 

(Miveria, R. A. Combining Forecasts to Predict 
Property Values for Single-Family Residences: 
Comment. 

• A., et al. Reclaiming Coal Surface Mines 
in Centrd Appalachia; A Case Study of the Ben- 
efits and Costs. 

• RosMf, J. Jr. The Theory of Policy Implica- 

tions of Spatial Discontinuities in Land Values. 
Weinberg, D. H. Further Evidence on Racial 
Discrimination in Home Purchase. 

West, P. C. A SUtui Group Dynamics Approach 
to Predicting Participation Rates in Regional 
Recreation Demand Studies: Reply. 

Wood, 8. D. Combining Forecasts to Predict 
Property Values for Single-Family Residences: 
Reply. 

Liiketaloudellinen AlkakausUrja, Vol. 27, No. 4, 

1978 

Albaoh, H. Missbrauch von Marktmacht — Be- 
triebswirtschafUiche Problemeunbestimmter 
Rechtsbegriffe im Wettbewerbsrecht. 

Elsaid, H. H. and Darling, J. R. Keys to the Suc- 
cessful Penetration of the U.S. Market by Fin- 
nish Firms. 

lUmlUginen, R. P. Dynamic Game Theory and 
Economic Problems. 

Kallio, T. Kansainviillsesta pankkitoiminnasta ja 
pankldvalvonnasta. (International Banking Op- 
erations and Supervision of Banks. With English 
summary.) 

Laaklconen, V. and l.aurinkari, J. Evaluation 
Principles of Cooperative Productivity and Prof- 
itability. 

MVlIer, K. Attitudinal and Social Influences on 
Color Television and Toothpaste Buying Inten- 
tions. 

Management Accounting, Vol. 60, No. 8, February 

1979 

Boyles> J- V., III. Energy Accounting. 
Louderbaok, J. C. and Manners, G. E., Jr. 

Evaluating Risky Investment Projects. 

Lusch, R. F. and Bentz, W. F. A Variance Ap- 
proach to Analyzing Changes in Return on In- 
vestment. „ 

Sangeladji, M. A. True Rate of Return for Evalu- 
ating Capital Investments. 

Management Accounting, Vol. 60, No. 9, March 1979 

Hofodowich, P. Evaluating the Write-Off of 
Slow-Moving Finished Goods Inventory. 


tiwhoff, E. A., Jr. and JaneU, P. A. Opinitm No. 
29: A New Valuation Met^. 

Kim, 8. H. Making the Long-Term Investment 
Decision. 

Walker, M. C. Determining the Appropriate Dis- 
count Rate for Private, Not-for-Profit Organiza- 
tions. 

Manchester School of Economics and Social Studies, 
Vol. 47, No. 1, Match 1979 

• Beenstock, M. and Bell, S. A Quarterly Econo- 

metric Model of the Capital Accotmt in the U.K. 
Balance of Payments. 

• Coppock, D. J. Further Thoughts on the Mone- 

tary Approach to Balance of Payments The- 
ory. 

• Evans, J. L. and Yarrow, G. K. Adaptive and Ra- 

tional Elxpectatioiu in Macroeconomic Models. 

e Osbom, D. R. and Teal, F. Choosing between 
Macroeconometric Models: An Illustration of 
the Problems. 

Michigan Academician, Vol. 11, No. 3, Winter 1979 

Stack, S. The Impact of Political and Economic 
Organization on Income Tax Structures: A Com- 
parative Analysis. 

Michigan Law Review, Vol. 76, No. 4, March 1978 

Solomon, L. D. Restructuring the Corporate 
Board of Directors; Fond Hope — Faint Prom- 
ise? 

Michigan Law Review, Vol. 76, No. 5, April 1978 

Gunn, A. Tax Avoidance. 

Middle East Technical University Studies in 
Development, No. 19, Spring 1978 

Atalay, M. Tiirkiye’de bitkisel yag talebi uzerine 
bir deneme. (A Study on the Vegetable &il De- 
mand in Turkey. With English summary.) 

Berkman, A. C. Strategy in Administrative Re- 
form. 

Fry, M. J. Further Investigation into Turkey’s 
Phillips Curve. 

Karataf, C. Price Mechanism and the Need for 
Cost-Benefit Analysis in Developing Countries: 
A Survey. 

Kasnakoglu, Z. Tiirkiye’de 1968 gelir dagi- 
liminda nesillerarasi etkilefim Uzerine. (A Note 
on the Intergenerational Transmission of In- 
come in Turkey for 1968. With English sum- 
mary.) 

Keyder, N. Money Multiplier and the Determi- 
nants of Money Stock in Turkey, 1968-1977. 

Yilmaz, M. R. Cok-6lcUtlU karar verme ySntem- 
lerine elejtirisel bir bakif. (With English sum- 
mary.) 
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Mond* Aparto, Vtd. 3S, No. 6, Deoembor 1978 

BonglovaDnit G. Invaitiiiienti di capitaU eaterl in 
Italia: Regime valntario degli investimenti, dei 
relativi redditi e dei ricavi di disinvestimento. 
Boogtovanni, G. La brevettazione all’ettero. 
Lutz, C. cos’d la politica strutturaleP (i^^t 
Is the Meaning of a “Structural Policy'? With 
English summary.) 

Salin, P. I tassi di cambio fluttuanti sono dawero 
efficaci? (Floating Exchange Rates Are Really 
Working Well? With English summary.) 

Monthly Labor Review, Vol. 102, No. 1, January 
1979 

Bomstein, L. Industrial Relations In 1078; Some 
Bargaining Highlights. 

• Dynunel, M. D. Technology in Telecommunica- 

tions; Its Elffect on Labor and Skills. 

• Levin, B. A. Scheduled Wage Increases and E^a- 

lator Provisions in 1079. 

Minor, G. Workers’ Compensation Laws — Key 
State Amendments of 1978. 

Mounts, G. J. Labor and the Supreme Coiut: Sig- 
nificant Decisions of 1977-78. 

Nelson, R. R. State Labor Legislation Enacted 
in 1978. 

Root, N. and Hoefer, M. The First Work-Ipjury 
Data Available iirom New BLS Study. 

Staines, G. L. and Quinn, R. P. American Work- 
ers Evaluate the Quality of Their Jobs. 

Monthly Labor Review, Vol. 102, No. 2, February 
1979 

Brown, S. C. Educational Attainment of Work- 
ers — Some Trends irom 1975 to 1978. 

Davis, C. H.; E^nberg, W. M. and Kutscher, 
R. E. ‘Quick’ Special Purpose Surveys Passed 
Test during Coal Strike. 

Fulco, L. J. Productivity Increased in All Major 
Sectors in the ’Third Quarter. 

Glazer, D. Exploiting the Micro-Data Founda- 
tion of the Current Population Survey. 
Peterson, J. L. Work and Socioeconomic Life 
Cycles: An Agenda for Longitudinal Research. 

• Rones, P. L. and Leon, C. Employment and Un- 

employment during 1978; An Analysis. 
Rosenfeld, C. Multiple Jobholding Holds Steady 
in 1978. 

Runner, D. State Unemployment Insurance; 
Changes during 1978. 

Schulz, J. iL; Leavitt, T. D. and Kelly, L. 
Private Pensions Fall Far Short of Preretirement 
Income Levels. 

• Wang, C. L. Occupational Sldn Disease Contin- 

ues to Plague Industry. 

Young, A. M. Job Search of Recipients of Unem- 
ployment Insurance. 


Monthly Labor Review, Vol. 102, No. 3, Maich 1979 

Antes, Mellow, W. and ’Triplett, J. E. What 
Is a Current Equivalent to Unemployment Rates 
of the Past? 

Cain, G. C. The Unemployment Rate as an Eco- 
nomic Indicator. 

• Devens, R. M. Unemployment among Recipients 

of Fo^ Stamps and Alhxi 

• Flahn, P. O. ’The Effect of Demographic Changes 

on the Nation’s Unemployment Rate. 

Howell, C., et al. Price Changes in 107S — ^An 
Analysis. 

Young, A. M. Work Experience of the Population 
in 1977. 

National Institute Economic Review, No. 87, 
February 1979 

• Ray, G. F. Elxport Prices of Primary Producers. 

National Tax Journal, Vol. 31, No. 4, December 1978 

Bell, M. and Fisher, R. C. State Umitations on 
Local Taxing and Spending Powers; Comment 
and Re-Evaluation. 

Browning, E. K. The Welfare Cost of Taxation; 
A Further View. 

Colander, D. On Cost and Benefit Related Fees. 

• Fellingham, J. C. and Wolfson, M. A. ’The Elffects 

of Alternative Income Tax Structures on Risk 
Taking in Capital Markets. 

Folsom, R. N. Neutral Capital Gains Taxation un- 
der Inflation and Tax Deferral. 

Funk, G. M. and Kryscio, R J. Equity and the 
Property Tax: Comments on Two Seemingly 
Unrelated Conceptual Frameworks. 

• Ciertz, J. F. and Sullivan, D. H. Housing Tenure 

and Horizontal Ek]uity. 

• Holcombe, R. G. Public Choice and Public 

Spending. 

• Kni^insky, M. The Cost of Day Care in Public 

Programs. 

Ladd, H. F. State Limitations on Local Taxing 
and Spending Powers; A Response. 

• Longo, C. A. Tax Coordination under Benefit 

Taxation. 

• McLure, C. E., Jr. A Status Report on Tax Inte- 

gration in the United States. 

• Pack, H. and Pack, J. R Metropolitan Fragmen- 

tation and Local Public Elxpenditures. 

Vaschd, J. D. The General Revenue Effects of 
the California Property Tax Limitation Amend- 
ment: A Comment. 

National Westminister Bank Quarterly Review, 
August 1978 

Arthur, T. G. Pensions: ’The Role of the State. 
Charles, S. Do We Need a Housing Policy? 
Croham, [Lord] [Allen, D.] ’The Developing 
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StroctuM of UK Goveramoot. 

The diMiging Pottem of Saving*. 
HijyfaM, T. Parilamentary Control of Public E*- 
pencUture— A Back Bench Revolt? 

LiNiiaa,D. F. Monetary Policy. 

Ridiabikifaer, K. Deficit Spending— A Damaging 
Palliative. 

Nattonal Weftmlntoter Bank Quarterly Review, 
November 1978 

Capper, J. Petrochemical*: The Uncertain Out- 
look. 

S. D. Coping with the New Proteetlon- 

i*m. 

Glynn, D. R. The La*t 14 Year* of Incomes Pol- 
icy— A CBI Por*pective. 

Hallett, G. Briti*h Land Policy at the Crossroads. 
Hutchinson, P. J. Financial Assistance to Small 
Firms: The American Experience. 

Smith, D. The Demand for Alternative Monies 
in the UK: 1924-77. 

National Westminister Bank Quarterly Review, 
February 1979 

Corbet, H. Tokyo Round: Twilight of a liberal 
Era or a New Dawn? 

Falliok, J. L. Pay Policy and Labour Supply: 

Some Neglected Considerations. 

Groniold, M. Polish Economic Policy in the Nine- 
teen-Seventies. 

Hobday, P. Saudi Arabia Spends Her Oil Wealth. 
Layard, R.| Piachaud, D. and Stewart, M. 

The Causes of Poverty. 

Lomax, D. F. The New Pluralism. 

Parr, M. The National Enterprise Board. 

Natural Resources Journal, Vol. 18, No. 4, October 
1978 

Adelman, M. A. International Oil. 

Ausherman, L. Tennessee Valley Authority v. 
Hill: Protection of Endangered Species under 
Section 7 of the Endangered Species Act of 
1973. 

Bassett, F. Qean Air Act Provisions Extended 
to Outer Continental Shelf. 

Bonnefoy, L. New Standards for Strip Mining: 
Social, Economic and Envirotunental Costs Now 
Considered. 

Brannon, G. M. Taxation and the Political Econ- 
omy of the Energy “Crisis” 

Deacon, R.T. Economic Analysis of Gasoline 
Price Controls. 

Etiokson, E. W., et al. The Political Economy of 
Crude Oil Price Controls. 

Hudson, E. A. and Jorgenson, D. W. Energy 
Prices and the U.S. Economy, 1972-1976. 

Jimes, N. Proposed Rules for Administering the 


Acerage Limitation of Reclamation Law. 

Jones, R. 0.i Mead, W. J. and Sorensen, P. E. 
Free Entry into Qnde Oil and Gas Production 
and Competition in die U.S. Oil Industry. 

Kneese, A. V. Energy Conservation Polic^. 

M eP oMld, S. L. Federal Energy Resource Leas- 
ing Policy. 

McElwee, C. L. Commerce Clause limitations 
on a State’s Regulation of Watte Disposal. 

MoKie, J. W. Oil Imports: Is Any Policy Possible? 

Mead, W. J. Political-Economic Problems of En- 
ergy — A Synthesis. 

Moyer, R. The Role of Coal: Problems and Poli- 
cies. 

Muehlenweg, R. The Continuing Problem of Nu- 
clear Waste. 

Ogden, D. M., Jr. Protecting Energy Turf: 'The 
Department of Elnergy Organization Act. 

Sohanz, J. J., Jr. and Perry, H. Oil Shale— A New 
Set of Uncertainties. 

Townsend, K. K. Ground and Surface Water in 
New Mexico: Are They Protected against Ura- 
nium Mining and Milling? 

Natural Resources Journal, Vol. 19, No. 1, January 
1979 

Baca, J. J. Deadline for Achieving BPT Upheld. 

Bliss, K. J. Hunting Regulations Held Constitu- 
tioiud. 

Brower, D. J. and Pannabecker, J. H. Growth 
Management Update: An Assessment and Status 
Report. 

Carroll, M. Rural Land Use Control in Great 
Britain. 

Culhane, P. J. and Friesema, H. P. Land Use 
Planning for the Public Lands. 

Ervin, D. E. and Fitiih, J. B. Evaluating Alterna- 
tive Compensation and Recapture Techniques 
for Expanded Public Control of Land Use. 

Cabin, V. California A. G. Opines: California's 
Nuclear Legislation Unconstitutional. 

Greer, D. N. Limitation of Compensation for Vic- 
tims of Nuclear Accidents Upheld. 

Hamilton, M. S. Power Plant Siting: A Literature 
Review. 

Keene, J. C. A Review of Covenunental Policies 
and Techniques for Keeping Farmers Farming. 

Kelly, E. Judicial Review of a Revision to Ne- 
va^’s SIP Is Deferred until Fiiud Action by EPA 
Administrator. 

MacDowell, F. J. President Carter Announces 
Water Policy Initiatives. 

Peters, L. Supreme Court Rejects Water as a Lo- 
catable Mineral for Federal Mining Claims. 

Porter, M. D. Freight Rates May Discriminate 
against Recycled Materials. 

Stromberg, A. NEPA and the Mexican Marijuana 
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Eradication Program. 

Thomas, H. Some Non-Essential Areosoi Propel- 
lant Uses Finally Banned. 

Wengert, N. Constituticmal Principles Applied to 
Land Use Planning and Regulation; A Tentative 
Restatement. 

Whitham, D. N. Initial Geothermal Activities 
Held Not to Require an EIS. 

Wunderlich, C. Landownership: A Status of 
Facts. 

Nebraska Journal of Economics and Business, Vol. 
18, No. 1, Winter 1979 

o Baker, J. C. and Ryans, J. K., Jr. Multinational 
Corporation Investment in Less Developed 
Countries: Reducing Risk. 

o Butler, G. R. and Gale, J. R. BTU Cost Compari- 
sons of Conventional and Nonconventional En- 
ergy Sources. 

Hall, A. S. Marx in the Modem World. 

o Kania, J. J. and McKean, J. R Decision-Making 
in the Ejctensive Firm. 

o Renshaw, E. F. Some Notes on the Conunerce 
Department's Index of Leading Ek;onomic Indi- 
cators. 

Saunders, A. and Woodward, R. An Examination 
of the Stability of the Intertemporal Relation- 
ships among National Stock Market Indices: A 
Comment. 

New England Economic Review, January/February 
1979 

Berkman, N. G. and Kopcke, R. W. The Money 
Stock: Out of Control or What? 

Browne, L. E. and Syron, R. F. Cities, Suburbs 
and Regions. 

Kopcke, R. W. and Kimball, R. C. Investment 
Incentives for State and Local Governments. 

Little, J. S. Liquidity Creation by Euro-banks: 
1973 - 1978 . 

Ohio State University Bulletin of Business Research, 
Vol. 53, No. 9, September 1978 

Dougherty, D. M. The Petroleum Shortage and 
Its Implications for Cleveland, Ohio. 

Quantius, F. W. Review of the Class-Steagall 
Act’s Impact on Multinational Banking. 

Ohio State University Bulletin of Business Research, 
Vol. 53, No. 10, October 1978 

Hunker, H. L. Population and Employment 
Change in Ohio in the 1970s. 

Ohio State University Bulletin of Business Research, 
Vol. 53, No. 11, November 1978 

Dewald, W. G. and Marchon, M. N. Macro- 
economic Goals and Prospects of the Carter Ad- 
ministration. 


Osaka Eeonomic Papers, VoL 28, No. 3-3, December 
1978 

Miyamoto, M. On the Godai Tomoatsu Mission 
to Europe in 1865 and Its Meanings in the Early 
Meiti Elconomic History. (In Japanese. With Eln- 
glish summary.) 

Morimoto, M. A Study on thb Nature of Substan- 
zerhaltungsriicklage: Especially with Emphasis 
to Karl Haxs Theory. (In Japanese. With English 
summary.) 

Oda, K. Critical Remarks on Wage Bargaining 
Theories. (In Japanese. With ElngUsh summary.) 
Sawano, M. Die Partnerschaflstheorie von G. 
Fischer — Gerechte Lohn und Elrfblgsbeteili- 
gung. (In Japanese.) 

Shiba, T. The Intention of the Diversified Expan- 
sion of Business Management in the Taisho Era 
and Its Frustration. The Case of Kawasaki Dock- 
yard Co., Ltd. (In Japanese. With English sum- 
mary.) 

Suk, O. C. and Hioki, K. The Models of Compara- 
tive Management. (In Japanese. With English 
summary.) 

Suruga, T. Intertemporal Comparisons of Pro- 
duction Structure: A Case of Japan between 
1955 and 1965. (In Japanese. With Elnglish sum- 
mary.) 

Takeoka, Y. Politique dconomique et sociale du 
Front populaire et activity teonomique en 
France de Juin 4 Septembre 1936. (In Japanese.) 
Yamada, M. Functions of Centralization and De- 
centralisation in Public Finance. (In Japanese. 
With English summary.) 

Oxford Economic Papers, N. S., Vol. 30, No. 3, 
November 1978 

• Bigman, D. Technical Change, Distributive 

Shares, and Aggregation. 

• Broome, J. Choice and Value in Elconomics. 

• Clark, C. G. Wages and Profits. 

• Horsman, E. G. Inheritance in England and 

Wales; The Evidence Provided by Wills. 

Kay, J, A. Accounting Rate of Profit and Internal 
Rate of Return: A Reply. 

• Korkman, S. The Devaluation Cycle. 

• Markandya, A. The Quality of Current Approxi- 

mations to the Measurement of Compensation 
Costs. 

• Neary, J. P. Capital Subsidies and Employment 

in an Open Economy. 

• O’Connell, J. Savings and Prices in a Full-Em- 

ployment Traverse. 

• Orosel, G. O. On the Wage-Interest Curve, Its 

Dual Relation, and the Theory of Capital within 
a Two-Sector Vintage Model. 

• Takagi, Y. Surplus Labour and Disguised Unem- 

ployment. 
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• Wright, F. K. Accounting Rato of Profit and In- 
ternal Rate of Return. 

Policy Analytli, Vol. 5, No. 1, Winter 1979 
Angrift, S. S. and Stewman, S. Problem Solving 
for Public Policy: Learning by Doing. 

Upllrtn, s. Crime Control as Energy Policy. 
Newacbeck, P. W. Capitalization: The Price of 
School Finance Reform. 

Rycroft, R. W. Energy Policy Feedback: Bureau- 
cratic Responsiveness in the Federal Energy Ad- 
ministration. 

Siegel, K. and Doty, P. “Advocacy Research” 
versus "Management Review”; A Comparative 
Analysis. 

Webbrod, B. A. Distributional Effects of Collec- 
tive Goods. 

Policy Review, No. 8, Spring 1979 
Bergner, J. T. Federal Spending Limitations: An 
Idea Whose Time Has Come? 

Kraust, M. B. The Threat of the ‘New Protection- 
ism’ 

McAllister, E. An Analysis of Carter’s Wage In- 
surance Plan. 

Paglin, M. Poverty in the United States: A Re- 
evaluation. 

Senese, D. J. The IBS and the Private Schools; 
’The Power to Tax Involves the Power to De- 
stroy’ 

Political Science Quarterly, Vol. 94, Ijo. 1, Spring 
1979 

Holloway, H. Interest Croups in the Postpartisan 
Era; The Political Machine of the AFL-CIO. 
Krasner, S. D. A Statist Interpretation of Ameri- 
can Oil Policy toward the Middle East. 
Moynihan, D. P. Patterns of Ethnic Succession: 
Blacks and Hispanics in New York City. 
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dustrielle. (Competition and Interindustrial Hi- 
erarchy. With Elnglish summary.) 

Martinet, A. and Savall, H. Dysfonctionnements, 
coOts et performances caches dans I’entreprise. 
(Dysfunction Hidden Costs and Performances, 
in the Enterprise. With English summary.) 

Merlin, A. Elfficacite et rentabilite: pour une ap- 
proche “efficace" des ces notions. 

Mevellec, P. La methode des surplus et I’analyse 
financiere: Vers une productivite et un surplus 
globaux eiargis. (Surplus Method and Financial 
Analysis towards a Widened Overall Productiv- 
ity and Surplus. With English summary.) 

Pastre, O. Recension des principales sources d’in- 
formation concernant les societes francaises. 

Perrin, J. Les performances des entreprises in- 
dustrielles americaines dans la crise econoni- 
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000 General Economics; Theory; 

History; Systems 

010 General Economics 
Oil General Economics 

Borchardt, K. — Wissenschaftliche Literatur als 
Medium wissenschaftlichen Fortschritts (Sci- 
entific Publications as Media of Scientific 
Progress) 

This essay has been delivered at the celebra- 
tion of the 100th birthday of the publishing 
house Gustav Fischer, Stuttgart /New York. It 
deals with the development of the media of 
our scientific communications network, the pe- 
culiarities of scientific publishing, and some 
critical questions of regulation in this field of 
social activity. Jahr. Nationalokon. Statist, 
Dec. 1978, 193{&), pp. 481-99 (German), Uni- 
versity of Munchen. 

Stigler, G. J. and Friedland, C. — The Pattern 
of Citation Practices in Economics 
A detailed analysis is made of the citation 
practices of economists in their journal articles 
from 1886 through 1968. Among the topics 
studied are the relationship of publications of 
books to that of articles (articles have increased 
greatly), the (weak) relationship of frequency 
of citation to volume of publications, the trade- 
oflF between books and articles, and the now 
nearly complete dominance of economics by 
English. Most frequently-cited economists are 
listed for 1886-1925 and 1925-1969, and spe- 
cial attention is given to self-citation. Hist. Po- 


020 General Economic Theory 
Hasenkamp, C. and Schrader, J. — Dual Polar 
Price and Quantity Aggregation 
Symmetric to quantity aggregation is price 
aggregation. We argue that these two aggrega- 
tion problems are just mirror (dual) problems 
of each other. We present the approach of 
exact price aggregation by using the concept 
of concave gauge functions and their polar 
functions. Here the gauge function is obtained 
from the homothetic quasi-concave “utility 
function” via an (order-preserving) monotonic 
transformation. Besides of leading to a concise 
discussion on aggregation, one main advantage 
from a theoretical point of view is that we need 
only the assumption of a continuous utility 
function — i.e., differentiability is not needed! 
The rather restrictive requirement of homo- 
theticity will be relaxed to the affin homo- 
thetic case. In this respect, and also by 
distinguishing between price conditional and 
quantity conditional aggregation, we general- 
ize on earlier discussions on this aspect of ag- 
gregation. Z. Nationalokon., 1978, 58(3-4), pp 
305-22. University of Bonn. 

Shapiro, N. — Keynes and Equilibrium Eco- 
nomics 

The focus of this essay is Keynes's break with 
the equilibrium method, his introduction of 
uncertainty and expectations into the theory 
of production. 'The conception of production 
that underlies this introduction is examined as 
well as the conceptual underpinnings of the 
equilibrium methodology. It is argued that 
Keynes’s break with this methodology is, at 


lit Econ., Spring, 1979, 77(1), pp. 1-20. Univer- 
sity of Chicago. 
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least implicitly, a break with the neoclassical 
notion of capital and capitalist production, and 
that the completion of Keynes’s break requires 
a return to the Marxian notion. Australian 
Econ. Pap., Dec. 1978, 77(31), pp. 207-23. Mer- 
rimack College, North Andover, Massachu- 
setts. 

Somermeyer, W. H. and van Daal, J. — Consis- 
tent Aggregation — ^An Alternative Deriva- 
tion and a Generalization of NataTs Theo- 
rem 

A. NataTs theorem on consistent aggregation 
of micro-relationships — ^requiring separabil- 
ity — ^is reconsidered with a view to: (a) stream- 
lining the derivation of the theorem beyond 
the stage carried through by H. A. J. Green; 
(b) relaudng some of the conditions formerly 
required for that purpose, in particular, the 
differentiability of the hmctions; (c) generaliz- 
ing the originally “single-output,” two-dimen- 
sional aggregation theorem to multiple outputs 
and to three (and more) dimensions. Z Nation- 
aldkon., 1978, 55(3-4), pp. 287-303. Erasmus 
University, Rotterdam. 

Tichy, G. E. — Die Allgemeine Theorie der 
Wirtschaftspolitik und die Neue Politische 
Gkonomie (General Theory of Economic 
Policy and the “New Political Economy”) 
The “New Political Economy” is being partly 
regarded as an answer to rising criticism that 
traditional economic theory and policy pro- 
vides few, if any, conclusive solutions to cur- 
rent economic problems. Thus the New Politi- 
cal Economy can also be seen foremost as a 
reaction to the failure of traditional theory to 
come to grips with the role of the state as an 
important decision-making power and eco- 
nomic factor of its own. It remains doubtful 
whether a truly “new” political economy need 
not be conceived as starting from propositions 
going beyond basic classical assumptions. Jahr. 
Nationalokon. Statist, August 1978, 793(4), pp. 
289-307. (German). Institute for Political 
Economy, Vienna. 

021 General Equilibrium Theory 
Grandmont, J.-M.; Laroque, G. and Youn^ 
Y. — ^Equilibrium with Quantity Rationing 
and Recontracting 


The piq>er sheds some light on the negotiat- 
ing processes underlying the equilibrium con- 
cept with quantity rationing, which was used 
recently to study in particular the microeco- 
nomic foundations of the theory of employ- 
ment (A^uilibria). It is postulated that prices 
are given and that negotiations t^e place mar- 
ket by market owing to the role of money in 
the exchange process. Any coalition can form 
when trying to improve upon a given alloca- 
tion, but takes into account possible retaliation 
of the complementary coalition. It is shown 
that in large economies, the set of iT-equilibria 
is the only stable outcome of this bargaining 
process. J. Econ. Theory, Oct. 1978, 79(1), pp. 
84-102. CEPREMAP, Paris; Departement de 
la Recherche, INSEE, Paris; CEPREMAP, 
Paris. 

Grossman, S. J. and Hart, O. D. — Theory of 

Competitive Equilibrium in Stock Market 

Economies 

In an economy with incomplete markets, 
profit maximization is not well defined. We 
propose an objective for firms to pursue that 
generalizes profit maximization. We show that 
if votes are tradable for current income, and 
if shareholders have what we call competitive 
perceptions concerning the effect of a change 
in production plan on share prices, then each 
firm will maximize a weighted sum of share- 
holders’ private valuations of the firm’s pro- 
duction plan, where the weights are the initial 
shareholdings. 'The existence of a competitive 
equilibrium in which firms pursue this pro- 
posed objective is proved, and its optimsdity 
properties are characterized. Econometrica, 
March 1979, 47(2), pp. 293-329. University of 
Pennsylvania; Churchill College, University of 
Cambridge. 

022 Microeconomic Theory 
Boyd, J. W. — Transaction Risk and Bidding Be- 
havior 

This paper analyzes a model of consumer 
behavior where transaction risk in the form 
of a divergence between bid and executed de- 
mand is incorporated into the consumer’s deci- 
sion process. A neutral assumption concerning 
risk preferences, combined with income and 
expenditure constraints, is shown to be suffi- 
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dent to generate behavior commonly assod- 
ated with ri*h aversion. Such responses to 
transaction risk are referred to as objective re- 
actions as opposed to subjective attitudes to- 
ward risk. The income effect is shown to play 
an important role in determining behavioral 
reactions to this type of risk. Ecxm. Inquiry, 
Jan. 1979, 17{\), pp. 75-88. Electric Power Re- 
search Institute, Palo Alto, California. 

von Delhaes, K,— Transparenz, Reaktionsge- 
schwindigkeit und Verhaltensweise: Erne 
Modellanalyse zum Ablauf von Informations 
und Lemprozessen auf homogenen Markten 
(Transparency, Speed of Adjustment and 
Market Conduct: Processes of Dispersion 
and Evaluation of Information in Homoge- 
neous Markets, Analysed within a Simple Se- 
quential Model) 

Perfect competition requires polypolistic 
conduct in homogeneous markets. Such con- 
duct, however, seems inconsistent with the fur- 
ther requirements of perfect transparency and 
infinite speed of adjustment. Using a strongly 
simplifying model of the process of competi- 
tive challenge and response, this paper gives 
formal treatment to the fact, that in nonorga- 
nized polypolistic and homogeneous markets 
only deviations from the requirements last 
mentioned lead to results that approximate the 
solution under perfect competition. Working 
on the presumption that the distribution of de- 
mand is purely stochastic, transparency, re- 
straints on capacity, speed of reaction, and 
level of experience are isolated as elements 
of market structure. Jahr. NationaWkon. Sta- 
tist., Dec. 1978, 193(6), pp. 522-44 (German). 
Philipps University, Marburg, Federal Repub- 
lic of Germany. 

Flire, R. and Lovell, C. A. K. — Measuring the 
Technical Efficiency of Production 
Consider a firm using many inputs to pro- 
duce a single output. M. J. Farrell proposed 
two radial measures of the technical efficiency 
with which the firm transforms inputs into out- 
put. We sho^ that these two measures are 
equivalent if and only if constant returns to 
scale prevail, and we demonstrate difficulties 
widfi both measures in the absence of quasicon- 
cavity and strong free disposability. We tlwn 


specify a set of propefties any measure of tech- 
nical efficiency should sati^ and propose a 
np prfldial generalization of one of Farrell’s 
measures that satisfies these properties. / Econ. 
Theory, Oct. 1978, 19(1), pp. 159-62. Southern 
Illinois University, Carbondale; University of 
North Carolina, Chapel Hill. 

Friedman, J. W. — Non-Cooperative Equilibria 

for Exit Supergames 

In this paper a supergame (i.e., a multi-pe- 
riod game) model is formulated in which each 
player has the option of participating, or not, 
during any or all time periods. This contrasts 
with usual games in which the set of players 
is given and all must participate. Existence of 
equilibrium is proved. Additional results are 
undoubtedly obtainable for some interesting 
specialized forms of the model. The formula- 
tion and results should have application to the 
partial equilibrium study of individual mar- 
kets. That is, to the question of entry into and 
exit from oligopolistic markets. Int Econ, Rev., 
Feb. 1979, 20(1), pp. 147-56. University of 
Rochester, Rochester, New York. 

Fujimoto, T — Exploitation, Profits and 

Growth: A Disequilibrium Analysis 

The Fundamental Marxian 'Theorem, ac- 
cording to M. Morishima, F. Seton, and N. Oki- 
shio, is discussed using a general von Neumann 
model economy in disequilibrium. No specific 
assumptions are made concerning consumers’ 
choice and technological progress. The- defini- 
tions of the social average rate of profit and 
of growth are first given. And it is shown that 
the positiveness of the social average rate of 
profit does not necessarily imply the existence 
of exploitation, while exploitation exists if the 
social average rate of growth is positive. The 
concept of socially necessary labor is also exam- 
ined. Econ. Stud. Quart., Dec. 1978, 29(3), pp. 
268-75. University of Kagawa, Takamatsu, Ja- 
pan. 

Gerard-Varet, L. A. and Moulin, H, — Correla- 
tion and Duopoly 

Correlated equilibria are equilibria of the 
Nash type where information about joint stra- 
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tegies is distributed to the players according 
to a q>edfic rule. They are presently used for 
modeling tacit coordination in oligopoly con- 
texts. More specifically, we characterize the 
class of duopoly games where the Nash-Cour- 
not equilibrium is locally improved upon by 
a correlated equilibrium. It results in a classifi- 
cation of duopoly modeb according to the ef- 
fectiveness of tacit cooperation. The classifica- 
tion relies upon measure of strategic 
interdependencies in terms of cost and de- 
mand parameters. / Econ. Theory, Oct. 1978, 
79(1), pp. 123-49. University of Aix-Marseille 
II, Lumigny, France; University of Paris IX 
Dauphine. 

Greenhut, M. L. and Ohta, H. — Vertical Inte- 
gration of Successive Oligopolists 

This paper considers vertically related stages 
of production (with fixed input proportions), 
which are horizontally characterized by oli- 
gopolistic conditions. The paper shows that 
vertical integration of firms in successive stages 
increases industry outputs and lowers the final 
good price. The welfare gain is shown to hold 
not only under Cournot oligopoly but also a 
Stackelberg “leader-follower” type of oligop- 
oly. The paper also discusses the relationship 
between individual firms’ incentives for inte- 
gration and the ex post industry profit after 
vertical integration. Amer. Econ. Rev., March 
1979, 79(1), pp. 137-41. Texas A & M Univer- 
sity, College Station, Aoyama Gakuin Univer- 
sity, Tokyo. 

Komai, J. and Weibull, J. W. — The Normal 

State of the Market in a Shortage Ek;onomy: 

A Queue Model 

The subject of this study is an economy char- 
acterized by chronic shortage and queuing. 
The paper elaborates a very simple model for 
a single good, primarily intended as an illustra- 
tion of an analytical framework for studies of 
shortage phenomena. Our main concern is to 
describe a market that is away from Walrasian 
equilibrium, and nevertheless in a stationary 
state, permanently restoring its basic proper- 
ties. Central concepts in our analysis are such 
non-financial costs of shortage as queuing time, 
postponement of purchase, and forced substi- 
tution. Scand. J. Econ., 1978, 80(4), pp. 375- 


98. Hungarian Academy of Sciences, Budapest; 
Royal Institute of Technology, Stockholm. 

Kreps, D. M. and Porteus, E. h , — Dynamic 
Choice Theory and Dynat^c Programming 
Finite horizon sequential decision problems 
with “temporal von Neumann-Morgenstem 
utility” criteria are analyzed. These criteria en- 
able one to take into account an individual’s 
preference for earlier or later resolution of un- 
certainty. In such problems, value functions 
can be defined by a dynamic programming re- 
cursion using the functions that represent the 
original preferences. These value functions 
represent preferences defined on strategies for 
the decision problem. This permits citation of 
standard results from the dynamic program- 
ming literature concerning the existence of 
(memoryless) strategies that are optinud with 
respect to the given preferences. Econo- 
metrica, Jan. 1979, 47(1), pp. 91-100. Stanford 
University. 

Levin, R. C. — ^Technical Change, Barriers to 
Entry, and Market Structure 
Since entry barriers based on scale econo- 
mies tend to erode in a growing market and 
absolute cost advantages based on superior 
technology diminish as knowledge di£Fuses, the 
maintenance of entry barriers requires contin- 
uing technical change to both reduce cost and 
extend the range of scale economies. The 
model developed here derives conditions un- 
der which entry barriers may or may not be 
successfuUy maintained. The dynamics of the 
model hinge upon the interaction among price 
and income elasticities of demand, the innova- 
tion possibility set facing firms in the industry, 
and the growth rate of the economy as a whole. 
Economica, Nov. 1978, 45(180), pp. 347-61. 
Yale University. 

Markandya, A. — The Quality of Current Ap- 
proximations to the Measurement of Com- 
pensation Costs 

The Measurement of Compensating Varia- 
tion, when data is given on the price and in- 
come elasticity of a good, as well as its budget 
share, is examined here. Die exact measure 
is calculated when a utility function is sper/^^jd 
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and the lenritivity of the meonire to the speci- 
fication is reported. Various approximations 
that do not require knowledge of the utility 
function are also tried and compared. Some 
conclusions are offered as to the relative accu- 
racies of various procedures. Oxford Earn. 
Pap., Nov. 1978, 30(2,), pp. 428-33. University 
College, London. 

McDonald, I. M.— Microeconomic Motivation 

and the Kaldorian Theory of the Rate of 

Profit 

It is shown in this paper that Nicholas Kal- 
dor's definition of the rate of profit can require 
entrepreneurs to value labor at less than its 
opportunity cost. This undervaluation is not 
only inconsistent with assuming that entrepre- 
neurs are motivated to maximize profits but 
also does not accord well with Kaldor’s own 
description of the role of the rate of profit in 
the entrepreneur’s investment decision. If la- 
bor is valued at its opportunity cost then, at 
full employment, the rate of profit and the pay- 
back period of new investment goods are 
independent of the level of aggregate demand, 
even though the share of profits behaves in 
the usual way. The rate of profit is positively 
affected by variations in aggregate demand at 
less than full employment positions only if the 
marginal product of labor declines as output 
rises. Australian Econ. Pap., Dec. 1978, 
7^31), pp. 276-89. University of Melbourne, 
Parkville, Victoria. 

Meyer, R. A. — Regulated Monopoly under Un- 
certainty 

This paper analyzes the behavior of a rate 
of return constrained monopolist under uncer- 
tainty. Both quantity setting and price setting 
decisions are analyzed. Using a series of ap- 
proximations, comparative statics results are 
obtained for the effect on output, price, and 
capital usage with respect to changes in the 
allowed rate of return and a measure of the 
firm’s risk aversion. One of the key conclusions 
is that risk aversion induces a bias opposite 
frmn the Averch-Johnson (A-J) effect, thus miti- 
gating input distortions arising from rate of re- 
turn regulation. Southern Econ. /., April 1979, 
4S(4), pp. 1121-29. University of California, 
^akeley. 


Muzondo, T. R,— The Corporation Income Tax 
and Depreciation Policy in the Short-Run 
’The paper examines the short-nm response 
of a competitive firm to changes in the rate 
of the corporation income tax and depreciation 
policy. The firm is assumed to incur acUustment 
costs when it expands its capital and maximizes 
the present value of after tax profits. The short- 
run is viewed as a period in which capital 
changes at a rate determined by the optimiz- 
ing process. It is shown that the firm’s short- 
run response to changes in tax and deprecia- 
tion policies depends on the effects of such 
changes on the long-run demand for capital 
and on the nature of adjustment costs. Can. 
J. Econ., Feb. 1979, 12(1), pp. 15-28. Queen’s 
University, Kingston, Ontario. 

Nermuth, M. — Equilibrium in Markets with 
Imperfect Information 
In this paper we use the concept of “informa- 
tion structure’’ as a stochastic transformation 
of (true) states into signals. In a market with 
n sellers (firms) and many buyers (households), 
the latter have to decide from whom to buy 
on the basis of imperfect information about 
the different sellers’ offers. Equilibrium con- 
figurations in a number of idealized markets 
are determined and their dependence on the 
information structure and consumers’ behav- 
ior (decision rules) is made explicit. Among 
other things it is shown how various kinds of 
asymmetries may lead to price dispersion or 
even to nonexistence of equilibrium. Z. Na- 
tionalokon., 1978, 38(2-4), pp. 209-30. Univer- 
sity of Vienna. 

Reid, G. C. — An Analysis of the Firm, Market 
Structure and Technical Progress 
The scheme proposed by P. W. S. Andrews 
for developing a reconstructed theory of the 
firm is followed. A model is constructed of an 
oligopolistic industry in which technical prog- 
ress is led by a firm that is following an aggres- 
sive pricing policy. The main assumption is 
that prices are determined on a cost-plus basis. 
Technical progress takes the form of a reduc- 
tion in imit direct cost and an extension of ca- 
pacity. Followers always operate later vintages 
than the aggressive price leader. The conse- 
quences of the assumptions for the profit rate, 
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concentration, etc., are developed. Scot J. Po- 
Ht Econ., Feb. 1979, 26{l), pp. 15-32. Univer- 
sity of Edinburgh. 

Rossnuui, M. and Selden, L. — Time Prefer- 
ences, Conditional Risk Preferences, and 
Two-Period Cardinal Utility 
This paper is concerned with representing 
preferences over two-period certain-uncertain 
consumption plans. Assuming that a two-pe- 
riod expected utility exists, we state when and 
how it can be constructed from an ordinal rep- 
resentation of time preferences and a single 
conditional expected second-period utility. Ex- 
amples of fundamental incompatibilities be- 
tween time preferences and conditional risk 
preferences are presented. We further estab- 
lish that an ordinal time preference function 
and a complete set of conditional second-pe- 
riod von Neumannn-Morgenstern utilities im- 
ply a two-period expected utility function if 
and only if an additional axiom, referred to 
as "coherence,” is introduced. Finally, two-pe- 
riod expected utility is related to the ordinal 
certainty equivalent (OCE) representation hy- 
pothesis. / Econ. Theory, Oct. 1978, 75(1), pp. 
64-83. Berkeley, California; Columbia Univer- 
sity. 

Schefold, B. — On Counting Equations 
Balanced growth with joint production un- 
der golden rule conditions can either be 
analyzed in von Neumann-type models with 
inequalities or in Sraffa-type models with 
equalities and with an identical number of 
commodities produced and industries used in 
the systems. Both approaches are here shown 
to be mathematically equivalent except for ex- 
ceptional cases of measure zero. Theorems on 
uniqueness of solutions, extra profits in tran- 
sitions and superiority of processes, limits to 
"nonsubstitution,” uniqueness of systems yield- 
ing a given vector of prices (“factor price 
equalization”), truncation, and “phantom com- 
modities” are also proven. Z. Nationalokon., 
1978, ,381(3-4), pp. 253-85. University of Frank- 
furt. 

Sengupta, J. K. — Noncooperative Equilibria in 
Monopolistic Competition under Uncer- 
tainty 


A class of models of monopolistic competi- 
tion under uncertainty is analyzed here lead- 
ing to Cournot-Volterra systems in a linear 
form. It is shown that such systems are not 
ordinarily stable under a quadratic risk prefer- 
ence function for each firm uhl^ss special con- 
ditions are satisfied. An analysis of these condi- 
tions is attempted here. Z NationalSkon., 

1978, ,38(3-4), pp. 193-208. University of Cali- 
fornia, Santa Barbara. 

Ulph, A. M. and Reynolds, I. K. — An Activities 
Model of Consumer Behaviour with Special 
Reference to Outdoor Recreation 
Past evaluations of recreation using travel 
costs have suffered from differences in ap- 
proach leading to inconsistent results. An activ- 
ities model of consumer behavior is specified 
within which a consistent travel cost methodol- 
ogy is developed. Several past studies Me eval- 
uated within this framework. Difficulties with 
the travel cost model are discussed, notably 
the treatment of time, multiple visits on the 
one trip, and data aggregation problems. The 
appropriate measure of recreation benefits is 
discussed and the importance of using compen- 
sated demand curves is stressed. When consid- 
ering new recreation areas, the methodology 
should be based on characteristics of activities, 
not simply activities. Scot J. Polit Econ., Feb. 

1979, 26{1), pp. 33-60. Centre for Resource 
and Environmental Studies, Australian Na- 
tional University, Canberra. 

Wu, S. Y — An Essay on Monopoly Power and 
Stable Price Policy 

This paper proposes a generalized stable 
price model for a firm with monopoly power. 
The underlying assumptions are: (i) decision 
makers are risk averse, and (ii) ex ante decision 
does affect the firm’s ex post market conditions. 
The major result is that shifting price determi- 
nation from after to before the realization of 
the random event and adopting a stable price 
policy may improve the distribution underly- 
ing the seller's demand function, and raises his 
expected utility of profit. It is uncertainty, risk 
aversion, and opportunity profit foregone by 
following a flexible price policy that lead sellers 
to adopt a stable price policy. Amer. Econ. Rev., 
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March 1979, 69(1) pp. 60-72. University of 
Iowa, Iowa City. 

Yll-Ltodfaipohja, J.— Taxes, Dividends and 
Capital Gains in the Adjustment Cost Model 
of the Firm 

This paper analyzes the shareholders’ 
wealth-maximizing model of the firm, which 
assumes taxation, perfect financial markets, 
and the cost of adjustment on the investment 
side. The firm’s growth path is shown to consist 
of three separate phases, which describe the 
mutusJ behavior of dividends and capital gains. 
An analysis of the eflFects of tax parameter 
changes emphasizes the need to distinguish be- 
tween firms whose growth is constrained finan- 
cially and those whose growth is constrained 
by profitability. Scand. J. Econ., 1978, 80(4), 
pp. 399-410. Vaasa School of Economics and 
Business Administration, Vaasa, Finland. 

Zweifel, P. — Die Translog-Naherung einer be- 
liegigen Transformationskurve: Darstellung 
und Kritik (The Translog Approximation to 
an Arbitrary Production Frontier: A Critical 
Guide) 

The article explains the rationale of the 
Translog approximation and develops a unify- 
ing approach for the derivation of the con- 
straints stemming from the usual assumptions 
of production theory., At the same time, some 
basic weaknesses of existing empirical applica- 
tions are pointed out, which cast doubt on the 
validity of the testing sequences presented by 
L. R. Christensen, D. W. Jorgenson, and L. J. 
Lau (1973) and others working in the same 
vein. Therefore, no verdict can as yet be given 
regarding the appropriateness of traditional 
CES-type production functions. Jahr. Nationa- 
Uikon. Statist, Oct. 1978, 193(5), pp. 449-72 
(German). Institut fiir empirische Wirtschafts- 
forschung. University of Zurich. 

023 Macroeconomic Theory 
Bigman, D. — Technical Change, Distributive 
Shares and Aggregation 
The paper develops the structural equations 
for deriving the changes over time in factor 
intensities, factor prices, and relative shares in 
8 mnltifactor model. The concept of “neutral- 
ity” of technical change is generalized to fft- 


clude the various possible interrelations be- 
tween the elementary inputs. Conditions for 
neutrality are determined. Finally, the paper 
examines the underlying conditions on the 
structural form of the multifactor production 
function and on the parameters that define the 
time pattern of production and technical 
change, which permit the use of capital and 
labor aggregates in classifying technical 
change as “capital saving,” “neutral” or “labor 
saving.” Oxford Econ. Pap., Nov. 1978, 30(2) 
pp. 434-46. Johns Hopkins University. 

Evans, J. L. and Yarrow, G. K. — Adaptive and 
Rational Expectations in Macroeconomic 
Models 

Contrary to a commonly made assumption, 
it is shown that for continuous, deterministic, 
macroeconomic models in which inflation ex- 
pectations are generated by a first-order adap- 
tive process increasing the speed of expecta- 
tions adjustment without limit does not, in 
general, lead to the disappearance of unantici- 
pated inflation. The result is illustrated in two 
/5-Z,A/ systems, where it is found that the quali- 
tative features of the time path of unantici- 
pated inflation are highly sensitive to parame- 
ter values and equation specification. It is 
concluded that in this type of model rapid er- 
ror learning cannot necessarily be assumed to 
approximate rational expectations. Manchester 
Sch. Eicon. Soc. Stud., March 1979, 47(\), pp. 
24-32. University of Durham, England; Hert- 
ford College, University of Oxford. 

Kami, Edi — On the Specification of Asset Equi- 
librium in Macroeconomic Models: A Note 
This paper describes two alternative institu- 
tional setups for trading in assets and goods. 
One setup corresponds to a “beginning-of-pe- 
riod” asset equilibrium specification; the other 
suggests both beginning and end-of-period 
equilibrium. It is shown that (a) each model 
is internally consistent, and the two models 
are consistent with one another; (b) the two 
models abide by Walras’ Law and in neither 
of them is there a need for a separate “balance- 
sheet constraint”; (c) the continuous time ver- 
sion of the two models is well defined. J. Polit 
Econ., Feb. 1979, 87(1), PP- 171-77. University 
of Chicago. 
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Moore, B. J. — LJie*Cycle Saving and Bequest 
Behavior 

The paper argues that life-cycle saving mod- 
els omit an important relationship concerning 
differential saving behavior for bequest pur- 
poses out of labor and property income. Higher 
bequest ratios out of property than out of labor 
incomes are shown to exist for every given de- 
gree of altruism towards one’s heirs. This fol- 
lows essentially from the fact that while labor 
income is expected to rise over time, the future 
return on property is expected to remain con- 
stant. In addition, it is argued that assets them- 
selves must be entered directly into the utility 
function of wealthowners, apart from the fu- 
ture consumption and leisure opportunities 
that they yield. / Post Keynesian Econ., 
Winter, 1978-79, 7(2), pp. 79-99. Wesleyan 
University, Middleton, Connecticut. 

Moss, S. J. — ^The Post-Keynesian Theory of In- 
come Distribution in the Corporate Econ- 
omy 

Post-Keynesian distribution theory was de- 
veloped principally by Nicholas Kaldor, who 
took for granted the existence of corporations, 
and Luigi Pasinetti, who assumed corporations 
not to exist. This difference led to some confu- 
sion: the "Pasinetti paradox” was not the result 
of a correction of a “logical slip” by Kaldor, 
since Kaldor’s models are logically correct in 
the context of the corporate economy, albeit 
sjjecial. A general model is developed of which 
the Kaldor and Pasinetti models are special 
cases and which extends the "Pasinetti para- 
dox” to the corporate economy. This model 
clarifies the incompatibility between post- 
Keynesian and Walrasisui theories. The source 
of incompatibility raises a new paradox for 
which a resolution is suggested. Australian 
Econ. Pap., Dec. 1978, 77(31), pp. 303-22. 
Manchester Polytechnic, England. 

Miickl, W. J. — On the Ebdstence of a Two-Class 
Economy in the Cambridge Models of 
Growth and Distribution 
A. Maneschi and K. L. Gupta had tried to 
show that Nicholas Kaldor’s assumptions about 
the workers’ and capitalists’ saving behavior 
include a steady growth solution where the 
wage bill would be equal to zero. This would 


rule out the existence of a working class. This 
result most be reilected as being incompatible 
with Kaldor’s assumptions. Using a dynamic 
version of the Kaldor model, it is demonstrated 
that in long-run equilibrium growth only one 
solution is implied, which excludes the exis- 
tence of the capitalist class. This result is inde- 
pendent of post-Keynesian or neoclassical 
premises about the modus opemndi of the 
model. Jahr. Nationaldkon. Statist., Dec. 1978, 
J93(6), pp 508-17. University of Passau, Fed- 
eral Republic of Germany. 

Rohwedderr, J. — Gesamtwirtschaftliche Nach- 
fragefunktion und Verm5genseffekte (Ag- 
gregate Demand Function and Wealth Ef- 
fects) 

Within a Keynesian model wealth effects 
may eventually lead to both a positively sloped 
aggregate demand function and an unstable 
equilibrium: Rising prices reduce real wealth 
and thereby the demand for consumption 
goods. If only real money supply constitutes 
wealth (real balance effect), there will be an 
excess demand on the money-market because 
the demand for money will decrease less than 
real wealth. Incorx>orating government bonds 
into wealth, an excess supply may occur. The 
resulting decreased interest rate may increase 
the demand for investment goods and this 
compensate decreased consiunption: Total de- 
mand for goods might increase with rising 
prices. Jahr. Nationaldkon. Statist, Dec. 1978, 
193(6), pp. 500-507 (German). Institut fur 
theoretische Volkswirtschaftslehre, University 
of Kiel. 

Smith, C. and Starnes, W. — A Short-Run Two- 
Sector Model with Immobile Capital 
This paper analyzes an IS-LM model with 
separate prices for consumption and invest- 
ment goods. Unlike the neoclassical two-sector 
literature, physical capital is here immobile, 
with investment motivated by the divergence 
between the cost of new capital and the mar- 
ket valuation of existing capital. When all mar- 
kets are cleared by freely moving prices, com- 
modity and financial markets influence 
employment and production by altering rela- 
tive conunodity prices. When a fixed nominal 
wage rate causes unemployment, commodity 
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price levels are the transmission mechanism. 
Some of the qiecific results are consistent with 
the analogous one-sector models and others are 
not. J. Money, Credit, Banking. Feb. 1979, 
1 7(1), pp. 47-67. Yale University; Williams Col- 
lege. 

024 Welfare Theory 

Anderson, J. E,— On the Measurement of Wel- 
fare Cost under Uncertainty 
Uncertainty about prices, incomes and taste 
parameters for both planners and consumers 
is ubiquitous, yet generally entirely suppressed 
in cost-benefit analysis. One exception is ex- 
pected social surplus, used in analysis of buflPer- 
ing, but it has bron strongly criticized for ig- 
noring the variation in marginal utility of 
income that lies at the heart of welfare issues 
under uncertainty. The present paper offers 
an operational and rigorously based approach 
to the measurement of appropriate compensa- 
tion measures under price, income, and taste 
uncertainty. It concludes with a numerical ex- 
ample showing order of magnitude errors in 
the faulty measures usually used. Southern 
Econ.J., April 1979, 45(4), pp. 1160-71. Boston 
College, Chestnut Hill, Massachusetts. 

Arrow, K. J. and Radner, R — Allocation of Re- 
sources in Large Teams 
We study a team with many processes; the 
output process depends on the resources allo- 
cated to it by the resource manager, on a local 
decision by the process manager, and on a (ran- 
dom) parameter of the process. We compare 
two communication patterns: (1) resource allo- 
cations are based on full information; (2) all 
decisions are based on full information. We 
show that, if the criterion is expected average 
output per process, and if the process parame- 
ters are independent and identically distrib- 
uted, then (under certain regularity assump- 
tions) for “large” teams the additional 
communication among process managers in (2) 
over (1) has approximately no value. Econo- 
metrica, March 1979, 47(2), pp. 361-85. Har- 
vard University; University of California, 
Berkeley. 

Boadway, R. W.— A Note on the Treatment 
of Foreign Exchange in Project Evaluatlotl 


Following the methods of James Meade, an 
expression is derived for the welfare change 
induced by a public project in a general equi- 
librium small open economy with tariff distor- 
tions. This welfare change measure is used as 
the basis for comparing the UNIDO and Little- 
Mirrlees rules for evaluating traded and non- 
traded commodities in cost-benefit analysis. 
Economica, Nov. 1978, 45(180), pp. 391-99. 
Queen’s University, Kingston, Ontario. 

Broome, J. — Choice and Value in Economics 
Welfare economic traditionsdly derives valu- 
ations of alternative states of affairs from the 
choices people make between them. The pa- 
per shows that this procedure cannot normally 
be justified on liberal grounds. It demonstrates, 
however, that a different defense is available, 
but only when the choices in question are 
made for good self-interested reasons. Cases 
are examined that do not meet this require- 
ment: choices made with inadequate informa- 
tion, or without good reason; choices that are 
not self-interested; and choices between in- 
commensurable alternatives. For such cases 
the paper shows that the traditional procedure 
of welfare economics is invalid. Oxford Econ. 
Pap., Nov. 1978, 50(3), pp. 313-33. Birkbeck 
College, London University. 

Crawford, V. P, — A Procedure for Generating 
Pareto- Efficient Egalitarian-Equivalent Allo- 
cations 

This paper describes a simple, operational 
procedure that, under reasonable economic as- 
sumptions, always generates Pareto-efficient 
egalitarian-equivalent allocations (PEEEA) 
when agents know each other’s preferences. 
The procedure constitutes a new, constructive 
proof of Elisha Pazner and David Schmeidler’s 
theorems on the existence of PEEEA, and 
shows that PEEEA, like fair and Pareto-effi- 
cient allocations, can be decentralized using 
less information than is required by the stan- 
dard market procedure for decentralizing allo- 
cations that maximize a neoclassical, indi- 
vidualistic social welfare (unction. Econo- 
metrica, Jan. 1979, 47(1), pp. 49-60. University 
of California, San Diego. 

Gevers, L. — On Interpersonal Comparability 
and Social Welfare Orderings 
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Any social welfare {unction d la Bergson im- 
plies an ordering of the utility space, which 
is a convenient tool for studying the ethical 
observer or planner's discriminating ability. 
Several interesting possibilities come to mind: 
for instance, the planner is (or is not) allowed 
to compare utility levels (or utility gains, or 
both) across persons. These requirements are 
expressed in more or less stringent “invari- 
ance” axioms, which are imposed on social wel- 
fare orderings along with the strong Pareto 
principle and an impartiality or symmetry ax- 
iom. The paper provides a characterization of 
orderings that satisfy various sets of axioms. 
Econometrica, Jan. 1979, 47{\), pp. 75-89. 
FacultSs Notre-Dame de la Paix, Namur, Bel- 
gium. 

Hartog, F. — Hennipman on Economic Policy 
and Welfare Economics: A Review Article 
In the article attention is paid to a volume 
of reprints, in which Professor Hennipman un- 
ravels many problems on the boundary lines 
of economic policy, welfare economics, and the 
theory of public finance. This appears to be 
one of the few subjects in economics where 
deductive and qualitative reasoning can still 
do the job alone because the aim is refinement 
of thinking. The sharpening of mind on these 
issues can be helpful in finding the way in 
which economic theory can be useful to eco- 
nomic policy. De Economist, 1978, 725(4), pp. 
456-73. University of Groningen, The Nether- 
lands. 

Intriligator, M. D. — Income Redistribution: A 
Probabilistic Approach 
The problem of income distribution is recast 
as one of income redistribution, focusing on 
changes in an initial income distribution. Four 
principles for income redistribution are devel- 
oped, and a probabilistic approach to social 
choice is used to generate a specific redistribu- 
tion mechanism, the equality income system, 
using a linear income tax that satisfies all these 
principles in a society with few individuals. 
This system is generalized to a class of redistri- 
bution mechanisms, the linear income system, 
analogous to the linear expenditure system, 
which includes one mechanism, the pro- 
portional linear income system, satisfyiirg all 


four redistribution principles in a society with 
many individuals. Amer. Econ. Rev., March 
1979, 59(1), pp. 97-105. University of Califor- 
nia, Los Angeles. 

Kanekoi M. and Nakamura, tL-r-The Nash So- 
cial Welfare Function 
Motivated by Nash bargaining games, we in- 
vestigate the notion of the Nash social welfare 
function in view of the social choice theory 
that has been developed since the work of Ken- 
neth Arrow. We make a fundamental assump- 
tion that there exists a distinguished alterna- 
tive called an origin, which represents one of 
the worst states for all individuals in the soci- 
ety. We also assume that preference of an indi- 
vidual satisfies von Neumann-Morgenstem 
utility axioms. Under the assumptions, we re- 
quire the following conditions: Pareto optimal- 
ity, independence of irrelevant alternatives 
with neutral property, anonymity, and conti- 
nuity. It is proved that the Nash social welfare 
function is determined as the unique social 
welfare function satisfying the conditions. Fur- 
ther we discuss examples that display plausibil- 
ity of the welfare function. Econometrica, 
March 1979, 47(2), pp. 423-35. University of 
Tsukuba, Ibaraki-Ken, Japan; Tokyo Institute 
of Technology. 

Ng, Y.-K, — Economic Growth and Social Wel- 
fare: The Need for a Complete Study of Hap- 
piness 

Does economic growth increase social wel- 
fare (happiness)? Answers to such questions can 
only be provided by a complete analysis of all 
the objective, subjective, and institutional ef- 
fects. All measures originate from the subjec- 
tive world, working through the institutional 
setting to affect the objective world, the institu- 
tional setting, and/or the subjective world. 
Due to the increasing complexity of the mod- 
ern society, it is likely that more problems are 
going to involve significant institutional and 
subjective effects, making a complete multidis- 
ciplinary study more necessary. As an introduc- 
tion to this argument, the Harrod-Hirsch con- 
cept of positional goods and its implications 
on the desirability of economic growth are ana- 
lyzed geometrically and extended. A simple 
method to reduce the difficulty of comparabil- 
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ity In happiness surveys is also suggested. 
Xy/tlof. 1978, 3/(4), pp. 571V-87. Monash Uni- 
versity, Clayton, Victoria, Australia. 

Rao, a T. V. $. and Kalpagam, U.— Dynamic 

Effects of Externalities, Optimal Saving and 

Economic Growth 

Recognizing the fact that provision of mixed 
public goods can result in both consumption 
extemaliKes of the Samuelsonian variety as 
well as production externalities, we set out to 
extend the earlier results of Rao and Kalpagam 
(1977) on the effect of public goods of economic 
growth. In so doing, we consider three stan- 
dard specifications of production externalities 
and enlarged the concept of “consumption dis- 
placement." Our basic conclusion is that the 
results of our earlier paper remain valid under 
the more general conditions set out in this pa- 
per. Z NationalSkon., 1978, .38(3-4), pp. 351- 
67. Indian Institute of Technology, Kanpur. 

Spremann, K. — On Welfare Implications and 
Efficiency of Entrance Fee Pricing 
The efficiency of Entrance Fee Pricing (a 
generalization of two-part tariffs) is analyzed 
in a dynamic microeconomic model with two 
stages. The introduction of dynamic marginal 
cost provides a tool to characterize solutions 
to the three problems: (1) maximization of 
profit, (2) of welfare subject to budget con- 
straints, (3) efficient multivariable pricing. Z. 
NationalSkon., 1978, 38(3-4), pp. 231-52. Uni- 
versity of Ulm, Karlsruhe, Federal Republic 
of Germany. 

02S Social Choice 

Bailey, M. J. — ^The Possibility of Rational Social 
Choice in an Elconomy 
This paper examines the implications of an 
error or oversight in the statement and proof 
of Kenneth Arrow’s celebrated General Possi- 
bility Theorem. Besides showing that, strictly 
speaking, the theorem is false, we show that 
the force of the correctly stated theorem and 
of most of it^ descendants applies only to a 
class of election procedures, and not to social 
choice in an economy. A Bergson welfare func- 
tiosi can be constructed that satisfies all the 
stated Arrow axioms and conditions, although 
the construction is unnecessary for consistent. 


effective social choice. / Polit. Boon., Feb. 
1979, 87(1), pp. 37-56. University of Maryland, 
College Park, Maryland. 

Fishbum, P. C— Axioms for Approval Voting; 
Direct Proof 

Approval voting is used in a multicandidate 
election when every voter can vote for any 
number of candidates and the candidate with 
the most votes wins. Approval voting is charac- 
terized in the variable-electorate mode by axi- 
oms of symmetry, consistency, and di^oint 
equality. Although the axioms’ sufficiency can 
be established with the use of a linear separa- 
tion theorem, this paper provides a simpler, 
more direct and intuitively more satisfactory 
proof of the representation theorem. J. Econ. 
Theory, Oct. J978, 19(1), pp. 180-85. Bell Lab- 
oratories, Murray Hill, New Jersey. 

Cehrlein, W. V. and Fishbum, P. C. — Probabil- 
ities of Election Outcomes for Large Elector- 
ates 

Results for quadrivariate normal orthant 
probabilities are used to derive probabilities 
of events for elections with large numbers of 
voters. Voters’ preference orders are assumed 
to arise from the uniform distribution on the 
set of strict rankings of m candidates. Precise 
expressions for limit probabilities are given for: 
existence of a Condorcet candidate (3 ^ m < 
6); transitive majorities (m = 3,4); coincidence 
of Borda and plurality winners (.75834, m = 
3), Borda and Condorcet winners (.82212, m 
= 3), Condorcet and plurality winners (:69076, 
m = 3); and coincidence of the plurality winner 
and Condorcet loser (.03384, m = 3). J. Econ. 
Theory, Oct. 1978, 79(1), pp. 38-49. University 
of Delaware, Newark; BeU Laboratories, Mur- 
ray Hill, New Jersey. 

Myerson, R. B. — Incentive Compatibility and 
the Bargaining Problem 
Collective choice problems with imperfect 
information are studied from a Bayesian stand- 
point. The incentive-feasible set is defined to 
be the set of utility allocations that are feasible 
with incentive-compatible mechanisms. This 
incentive-feasible set is compact and convex, 
and can be described by a finite collection of 
linear inequalities. All equilibrium allocations 
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for other mechanisms must be in this set. It 
is argued that efficiency criteria should be de* 
fined relative to this set. The generalized Nash 
solution proposed by J. C. Harsanyi and R. Sel- 
ten is applied to this set, to define a bargaining 
solution for Bayesian collective choice prob- 
lems. Econometrica, Jan. 1979, 47{\), pp. GI- 
TS. Northwestern University, Evanston, Illi- 
nois. 

Nakamura, K. — Necessary and Sufficient Con- 
ditions on the Existence of a Class of Social 
Choice Functions 

This paper is one of a series of my papers 
based upon the following vision: One may rec- 
ognize the structure of the existence problem 
of non-null social choice functions by dividing 
it into two parts; i.e., the rule of a game and 
the solution concept of the game. This paper, 
by using a result of Nakamura and that of S. 
Bloomfield, gives necessary and sufficient con- 
ditions for a social choice function to be non- 
null for a large class of social choice functions. 
The conditions state that a social choice func- 
tion is non-null, if and only if, either an individ- 
ual with veto power exists or the number of 
alternatives in each feasible set of alternatives 
is less than a certain fixed number, called the 
Nakamura number. Econ. Stud. Quart., Dec. 
1978, 29(3), pp. 259-67. Tokyo Institute of 
Technology. 

Stevens, D. N. and Foster, J. E. — The Possibil- 
ity of Democratic Pluralism 
This paper modifies A. K. Sen’s “Liberal Par- 
adox” by allowing groups, rather than individu- 
als, to be decisive elements in social choice. 
However, decisive groups are not required to 
be disjoint; and member unanimity is not de- 
manded for group decisiveness. While the Lib- 
eral Paradox remains valid for most group 
structures, it is demonstrated that there exists 
one type of group structure for which “demo- 
cratic pluralism” is possible. Unfortunately, 
this possible group structure requires that 
some individual be a member of every decisive 
group such that this individual can dictate con- 
sistency over group choices. Economica, Nov. 
1978, 45(180), pp. 401-06. New College of the 
University of South Florida, Sarasota; Cornell 
Univerity. 


026 Economics of Uncertainty and Infbnnation 
Kahneman, D. and Tverricy, A. — Prospect Hie- 
ory: An Analysis of Decision under Risk 
Choices among risky prospects exhibit sev- 
eral pervasive effects that are inconsistent with 
the basic tenets of utility thebry. First, people 
underweight outcomes that are merely proba- 
ble in comparison with outcomes that are ob- 
tained with certainty which contributes to risk- 
aversion in choices involving sure gains and 
to risk-seeking in choices involving sure losses. 
Secondly, people generally discard compo- 
nents that are shared by all prospects under 
consideration, which leads to inconsistent pref- 
erences when the same choice is presented 
in different forms. A new model of choice, 
called prospect theory, is developed in which 
value is assigned to gains and losses rather than 
to final assets and in which probabilities are 
replaced by decision weights. Econometrica, 
March 1979, 47(2), pp. 263-91. University of 
British Columbia, Vancouver; Stanford Univer- 
sity. 

Raviv, A. — 'The Design of an Optimal Insur- 
ance Policy 

In this paper, the prevalence of several dif- 
ferent insurance contracts is explained. Insur- 
ance policies are characterized by the cover- 
age function specifying the transfer from the 
insurer to the insured for each possible loss. 
We characterize the form of the Pareto opti- 
mal insurance contract under general assump- 
tions regarding the risk preferences of both 
the insurer and insured while recognizing the 
cost of insurance. Amer. Econ. Rev., March 
1979, 69(1), pp. 84-96. Camegie-Mellon Uni- 
versity and Tel-Aviv University. 

Riley, J. G. — Informational Equilibrium 
If buyers are less well-informed about pro- 
duct quality than sellers, market prices will re- 
flect average quality. Sellers of high quality 
products therefore have an incentive to en- 
gage in some distinguishing activity, which op- 
erates as a signal to potential buyers. This pa- 
per explores the viability of such signalling or 
“informational equilibria.” It is established that 
with a continuum of quality levels there is no 
Nash equilibrium. An alternative noncoopera- 
tive equilibrium concept is then developed in 
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which potential price-*earching agents take a^ 
count of possible reactions by other agents.^ It 
is shown that there is a unique “reactive" in- 
formational equilibrium. Econometrica, March 
1970, 47{2), pp. 331-59. Boston College, Chest- 
nut Hill, Massachusetts. 

030 HunroRY of Economic Tboughti 
MnaonoLOCT 

031 History of Economic Thought 
Blaug, M.— The German Hegemony of Loca- 
tion Theory; A Puzzle in the History of Eco- 
nomic Thought 

The puzzle to which this paper is addressed 
is not so much the virtual German monopoly 
of spatial economics ever since the days of 
Heinrich von Thiinen as the highly abstract 
and purely deductive character of these con- 
tributions in sharp contrast to the prevailing 
inductive historical slant of German economics 
as a whole. Why was German spatial economics 
immune to the methodological strictures of the 
Historical School? Neither the German hegem- 
ony of spatial economics nor the abstract char- 
acter of German spatial economics can be ex- 
plained in relativist terms. The answer lies in 
terms of the communication barrier posed by 
language differences. Thiinen gave German 
economics a comparative advantage in spatial 
economics, and Thiinen’s style of reasoning de- 
cisively molded the form of all the later Ger- 
man contributions to the subject. Hist. Polit 
Econ., Spring 1979, 1 1(1), pp. 21-29. University 
of London Institute of Elducation. 

Collier, C. F. — Henry George’s System of Polit- 
ical Elconomy 

The article develops the formal system of 
Henry George’s system of political economy 
and assesses his contributions to scientific eco- 
nomics. Special care is taken to examine the 
assumptions, the behavioral principles, and the 
interrelationships among the components of 
the system. The Georgian model of political 
economy is compared and contrasted to the 
classical and neoclassical models. It is shown 
that, while George’s policy prescriptions are 
flawed, even on his own terms, George did 
have a complete, formal system of political 
economy. Hist Polit Econ., Spring, 1979, 


7 /( 1 ), pp. 64-93. Hamilton College, Clinton, 
New York. 

Elliott, J. E,— Marx’s Grundriste; Vision of 
Dqntalism’s Creative Destruction 
Marx’s Grundrisse provides the clearest 
statement of his vision of capitalism’s destruc- 
tion and supercession. For Marx, socialism is 
conceived and nurtured in capitalism’s womb, 
and is its product, not merely its heir apparent. 
It emerges on the basis of capitalism’s develop- 
ment and creativity as well as emaiutes from 
its conflicts and contradictions. Capitalism’s 
very success stimulates changes that both por- 
tend and facilitate the process of movement 
toward socialism. Socialism is capitalism’s su- 
percession as well as successor, fulfilling the 
promises and potentialities immanent in capi- 
talist development but transcending its con- 
flicts and contradictions. J. Post Keynesian 
Econ., Winter 1978-79, 1(2), pp. 148-69. Uni- 
versity of Southern California, Los Angeles. 

Henderson, W. O. — Die Nachwirkungen der 
Listchen Gedanken, 1847-1853 (Friedrich 
List — ^The Aftermath, 1848-1853) 

List advocated the industrialization of Ger- 
many and the establishment of a central Euro- 
pean customs union. After his death, the out- 
break of revolutions in Germany encouraged 
his followers to press forward with List’s plans. 
Dr. Toegel helped to establish a protectionist 
association. Bruck, the Austrian Minister of 
Commerce, tried to persuade the German 
states to form a united customs union. His 
scheme was rejected by Prussia, but he suc- 
ceeded in negotiating a commercial treaty 
with Prussia (1853), which established a special 
relationship between the Habsburg dominions 
and the Zollverein for the next 12 years. Jahr. 
NationaWkon. Statist, Dec. 1978, 193(6), pp. 
545-57 (German). Gorebridge, Scotland. 

Petridis, A. — Bilateral Monopoly, Tariff Re- 
form, and the Teaching of Economics: The 
Neglected Contribution of Langford Price, 
(1862-1950) 

This article concludes that the writings of 
English economist, Langford Price, are signifi- 
cant in the history of economics. A brief bio- 
graphy demonstrates Price’s initud place in 
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mainstream Marshallian economics. An exami- 
nation follows of Price’s subsequent dis- 
enclumtment with competitive modes of theo- 
rizing, his alignment with protectionist tariff 
reformers, his development of a theory of bilat- 
eral monopoly bearing a familial resemblance 
to the work of modem economists, and his ma- 
jor role in the development of economics 
teaching at Oxford University. Hist. Polit 
Econ., Spring 1979, 7/(1), pp. 94-116. Univer- 
sity of Western Australia, Perth. 

Woltson, M. — ^Three Stages in Marx's Thought 
Contrary to the view that Marx was a theorist 
of alienation, it is shown that his work consti- 
tutes three distinct systems defined by the phi- 
losophy of each. Marx was successively an em- 
piricist, a humanist, and a materialist. To these 
corresponded, in turn, radical “bourgeois de- 
mocracy,” communism based on the alienation 
of man through private property, and commu- 
nism based on materialist determinism in his- 
tory. The reasons for Marx’s change of view 
are explained in terms of his own reasoning 
that humanism was an unhistorical, normative 
approach to social problems rather than a sci- 
ence of society. The authoritarianism inherent 
in Marx is linked to determinism and shown 
to be an instrinsic element in his system. Hist 
Polit Econ., Spring 1979, //(I), pp. 117-46. 
Oregon State University, Corvallis. 

036 Economic Methodology 
Field, A. J. — On the Explanation of Rules Using 
Rational Choice Models 
Recent work in the new institutional eco- 
nomics attempts to explain the (traditionally 
exogenous) rule structures, which organize and 
regulate economic activity, using the same 
methodology whereby behavior within these 
constraints has been modeled. This paper ar- 
gues that this goal is in principle and in practice 
not attainable: if the explanatory power of mi- 
croeconomic theory is to be preserved, rule 
structures must be demarcated from the re- 
sults of the individual maximizing behavior 
that may take place within them. The paper 
concludes that economists will need to rede- 
velop their understanding of historical, cul- 
tural, and legal particularities if they are to 
contribute effectively to the study of the deter- 


minants and consequences of institutions or 
rule structures. J. Econ. Issues, March 1979, 
13{l), pp. 49-72. Stanford University. 

Hill, L. E. — Social and Institutional Economics: 
Toward a Creative Synthesis 
This article seeks to create a synthesis of the 
goals and objectives of social economics with 
the philosophy and methodology of institu- 
tional or evolutionary economics. Social eco- 
nomics is characterized mostly by a unique set 
of socioeconomic goals and objectives. Institu- 
tional economics consists mostly of a unique 
philosophy and methodology for the economic 
science. The theme of this essay is that the 
goals and objectives of social economics are 
completely compatible with the philosophy 
and methodology of institutional economics 
and that both approaches to economics are 
strengthened by this synthesis. Rev. Soc. Econ., 
Dec. 1978, 56(3), pp. 311-23. Texas Technical 
University, Lubbock. 

Hunt, E. K. — ^The Normative Foundations of 
Social Theory: An Essay on the Criteria De- 
fining Social Economics 
There are three criteria, the satisfaction of 
which would warrant calling economic theory 
social economics: (a) the theory must recognize 
that any concrete empirical economic behav- 
ior represents a complex intersection of the 
innate traits of human nature (defined as uni- 
versal human needs, potentials and degree of 
malleability) and the economic and social pro- 
cess through which the needs are satisfied (or 
left unsatisfied) and the potential is realized 
in varying degrees; (b) the theory must be nor- 
mative, taking the satisfaction of human needs 
and the development of human potential as 
the norms of evaluating in economy; and (c) 
the theory must study the historical roots of 
the present situation as a means of evaluating 
the possibilities for a better society. It is argued 
that neoclassical utilitarian economic theory 
does not satisfy these criteria and is not social 
economics. Veblen and Marx are given as two 
examples of theorists whose ideas did satisfy 
the criteria and hence who were social econ- 
omists. Rev. Soc. Econ., Dec. 1978, 56(3), 
pp. 285-309. University of Utah, Salt L^e 
City. 
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Katxiwr, D.—On not Quantifying the Non- 

quantifiable 

This paper diacusses the possibility of mean- 
ingful, rigorous analysis under circumstances 
in which measures of relevant variables are 
not available. Without attempting any form of 
measurement, methods of modeling nonquan- 
tifiable reality are proposed. These turn out 
to be analogous in many respects to those com- 
monly employed to understand the quantifi- 
able world. Analysis in the absence of measure- 
ment thus retains the major thrust of its 
quantitative counterpart. J. Post Keynesian 
Econ., Winter 1978-79, 7(2), pp. 113-28. Uni- 
versity of Massachusetts, Amherst. 

Ladd, G. W, — Artistic Research Tools for Sci- 
entific Minds 

The topics of this paper are frequently used, 
versatile, research tools: subconscious mental 
processes (imagination and intuition), chance 
(including serendipity), and writing. Condi- 
tions that may stimulate subconscious mental 
processes to generate useful ideas are dis- 
cussed. They are doubt, venturesome attitude, 
diversity, thorough preparation, tension, tem- 
porary abandonment, relaxation, writing, ex- 
change with colleagues, freedom from distrac- 
tion, and deadlines. Various forms of chance 
and their roles in research and problem solving 
are discussed. It is argued that writing is not 
only a research-reporting tool, but it is also 
valuable in performing research. Amer. / Agr. 
Earn., Feb. 1979, 57(1), pp. 1-11. Iowa State 
University, Ames. 

Remenyi, J. V. — Core Demi-core Interaction; 
Toward a General Theory of Disciplinary 
and Subdisciplinary Growth 
Demi-cores denote subdisciplines in the neo- 
classical scientific research programme (SRP) 
in economics. The theory suggests ways in 
which contemporary economics has evolved 
into specialized sub-fields. It also presents an 
alternative to received methods of analysis in 
the history of economic theory, with principal 
fbd on iiiteracfions between and within spe- 
cialized subdisciplines in economics. The the- 
ory is general and incorporates several dy- 
namic elements not prominent in its heritage 
(from the theories of Thomas Kuhn and Imre 


Lakatos in the philosophy of science). Exam- 
ples from growth theory, labor economics, and 
other subdisciplines in economics are used as 
illustrations. The article concludes with a pre- 
liminary outline of the essential elements of 
the contemporary neoclassical SRP, as sug- 
gested by the heuristics of the core demi-core 
model. Hist Polit Econ., Spring 1979, 77(1), 
pp. 30-63. Ford Foundation, New York. 

Stanfield, J. R. — On Social Economics 
This article argues that the basic difference 
between conventional economics and social 
economics is that the former focuses upon the 
production and distribution of goods and ser- 
vices while the latter emphasizes the repro- 
duction of society. From this fundamental dif- 
ference flows the greater emphasis that social 
economics assigns to the study of technology, 
institutional development, social stratification, 
and the place of economy in society. The arti- 
cle asserts that social economics is underdevel- 
oped and closes with an examination of the 
effects on conventional economics of a fully 
developed social economics. Rev. Soc. Econ., 
Dec. 1978, 35(3), pp. 349-61. Colorado State 
University, Fort Collins. 

Wisman, J. D. — ^The Naturalistic Turn of Or- 
thodox Economics: A Study of Methodologi- 
cal Misunderstanding 

The thesis of this essay is that due to its 
"naturalistic” self-understanding, orthodox 
economics has failed to mature as a human 
science. This mis-steering of economic meth- 
odology is traced to three misunderstandings: 
First, orthodox economists, led by philosophers 
of science, have incorrectly perceived the 
methodology of the natural sciences to be rep- 
resented by the positivist model. Second, they 
have failed to appreciate how differences in 
subject matter render methods in the natural 
sciences not fully appropriate to economics. 
Third, they have not acknowledged important 
differences in the knowledge- and research- 
guiding human interests in the natmal versus 
the social sciences. Consequently, orthodox 
economics is not only of questionable social 
usefulness, but potentially dangerous as well. 
Rev. Soc. Econ., Dec. 1978, 35(3), pp. 263-84. 
The American University, Washington, D.C. 
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Wisman, J. D^Toward a Hunumist Recon- 
struction of Economic Science 
In spite of what appears to be a mounting 
crisis in current economics, orthodox econo- 
mists staunchly defend their methodological 
stance as the impropriate one. The thesis of 
this essay is that not only does this stance im- 
pair the relevance of economics to current eco- 
nomic problems, but more importantly, it 
makes economics an instrument for technoc- 
ratic control. For a humanist restructuring of 
economic science, a heightened methodologi- 
cal self-consciousness must evolve. Economics 
must recognize the philosophical origins and 
limits of its chosen truth standard. And in order 
to devolve a stance and the truth standards 
appropriate for a humanist mission, economics 
must acknowledge its knowledge-guiding hu- 
man interests. / Econ. Issues, March 1979, 
75(1), pp. 19—48, American University, Wash- 
ington, D.C. 

040 Economic History 

042 Economic History: North America (excluding 
Mexico). 

Callman, R. E. — Slavery and Southern Eco- 
nomic Growth 

The literature on the topic is reviewed, ap- 
praised, and extended. The relative level and 
rate of growth of ante-bellum Southern per 
capita income are exhibited and interpreted. 
An analysis of the effects of slavery on the in- 
dustrial structure and performance of the 
Southern economy is offered. Southern Econ. 

April 1979, ■45(4), pp. 1007-22. University 
of North Carolina, Chapel Hill. 

044 Economic History: Europe 
Beresford, M. W. — The Decree Rolls of Chan- 
cery as a Source for Economic History, 1547- 
c.1700 

Reports on an investigation financed by So- 
cial Science Research Council into the charac- 
ter of litigation recorded in the decree rolls 
of the Court of Chancery. A complete contents 
listing of some 12,000 cases from 749 rolls was 
achieved and is now publicly available in the 
Public Record Office and elsewhere. This arti- 
cle expounds the complex make-up of the doc- 
uments and the conned chronology of the 
roll numeration. It illustrates the wide range 


of subject matter of interest to economic histo- 
rians, with particular but not exclusive refer- 
ence to the enrollment of agreements to en- 
close common lands. Law suits concerning 
tithe, trade debts, mineral rights, and metal 
production are among those instanced. Boon. 
Hist. Rev., 2nd Ser., Feb. 1979k >313(1), pp. 1- 
10. The University, Leeds, England. 

Bonney, R. J. — ^The Failure of the French Rev- 
enue Farms, 1600-60 

The French revenue farms failed in their 
central purpose before 1660 because the yield 
of indirect taxes was low in comparison with 
other revenues enjoyed by the crown. The sys- 
tem of farming verged on collapse on a number 
of occasions and was kept going only by grant- 
ing remissions to the farmers, which under- 
mined the basic principle of the farm — ^to 
secure a settled revenue unaffected by short- 
term economic depression. The reasons for fail- 
ure, particularly the fragility of the French 
economy in war-time and the manipulation of 
the farms by the crown as a source of loans, 
are also assessed. Econ. Hist Rev., 2nd Set., 
Feb. 1979, 53(1), pp. 11-32. University of Read- 
ing, England. 

Chapman, S. D. — Financial Restraints on the 

Growth of Firms in the Cotton Industry, 

1790-1850 

The great majority of firms in the cotton in- 
dustry remained “small to middling” until at 
least 1850 because the rapid growth of output 
and early mechanization in the United States 
and Western Europe necessitated the search 
for markets at increasing distances. So while 
fixed capital requirements remained modest, 
working capital needs escalated so rapidly as 
to put strains on even the wealthiest firms. The 
local banking system was inadequate until the 
1830’s and after that suffered gravely from 
inexperience. The commission agents abroad 
had little capital of their own, while the city 
acceptance houses seldom advanced all the in- 
voice. Econ. Hist. Rev., 2nd Ser., Feb. 1979, 
53(1), pp. 50-69. University of Nottingham, 
England. 

Cohen, J. S. — Fascism and Agriculture in Italy: 

Policies and Consequences 
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Fascist agricultural policies are reviewed 
and an attempt is made to analyze their im^ct 
on investment, consumption, and the dismbu- 
tion of landholdings. It is argu^ that had the 
fascist regime pursued alternative policies, in- 
vestment in agriculture would have been 
greater, agricultural output would have grown 
more rapidly, and Italian workers would have 
suffered fewer hardships. As it was, fascist poli- 
cies led to a concentration of landholdings, to 
a slowing down rather than a speeding up of 
capital accumulation in the agrarian sector, 
and to a decline in agricultural production be- 
low the sector’s productive potential. For the 
working class, fascism meant impoverishment. 
As a first approximation, it is reasonable to con- 
clude that fascism was at best a mixed blessing 
for Italian capitalism. Econ. Hist. Rev., 2nd Set., 
Feb. 1979, 32(i), pp. 70-fi7. University of To- 
ronto. 

Collins, M. — Monetary Policy and the Supply 
of Trade Credit, 1830-44 
An examination of the responsiveness of 
trade credit to changes in interest rates and 
central bank liabilities. This relationship 
played a significant role in the contemporary 
debate on the importance of money and the 
potency of Bank of England monetary policy. 
Statistical analyses indicate that changes in the 
stock of high-powered money under the Bank 
of Elngland's control had a direct effect on the 
level of credit creations; that the effects of 
changes in short-term interest rates pulled in 
the opposite direction; and that the former was 
the more important determinant. Economica, 
Nov. 1978, .45(180). pp. 379-89. University of 
Leeds, England. 

Tomlinson, B. R. — Britain and the Indian Cur- 
rency Crisis, 1930-2 

A study of the financial relationship between 
Britain and India in the interwar years, focus- 
ing on the crisis of government remittance, 
public finance, and confidence in the rupee 
during the Great Depression. The article ar- 
gues that the 1931 crisis revealed that the Brit- 
ish Government had an important, if negative, 
interest in India’s finances, which led Britain 
to modify considerably her plans for granting 
self-government. Econ. Hist. Rev., 2nd Se*,, 


Feb. 1979, 32(1), pp. 88-&9. Magdalene Col- 
lege. University of Cambridge. 

von Tunzelmann, G. N.— Trends in Real 
Wages, 1750-1850, Revisited 
The “real-wage debate’’— the statistical ver- 
sion of the classic “standard-of-living debate’’— 
over British industrialization in the Industrial 
Revolution was synthesized by M. W. Flinn in 
1974. The present article re-exanoines his syn- 
thesis, using more powerful statistical tools. 
Principal-components analysis is used to derive 
weighted averages of money wages and of 
prices, demonstrating that though series on 
each of these move closely in sympathy 
throughout, the resulting real-wage indexes 
can exhibit anything from a zero increase to 
one of 150 percent between 1750 and 1850. 
Industrializaribn changes are the chief deter- 
minant of shorter-term patterns. Regional di- 
vergences are shown to be less serious than 
often alleged. Econ. Hist. Rev., 2nd Ser., Feb. 
1979, 32(\), pp. 33-49. St John’s College, Uni- 
versity of Cambridge. 

050 Economic Systems 

052 Socialist and Communist Economic Systems 
Yunker, J. A. — The Microeconomic EfiBciency 
Argument for Socialism Revisited 
Oskar Lange’s effort to prove that contrary 
to longstanding orthodoxy, microeconomic al- 
location under socialism would be more 
efficient than under capitalism must be 
deemed a failure. Langian market socialism is 
dismissed by orthodox economists as at best 
a mildly interesting theoretical construct 
hardly suited to practical application. This pa- 
per tries to restore Lange’s argument, based 
on an alternative to the Langian model, called 
“pragmatic market socialism.’’ ’The pragmatic 
plan would endeavor to instill as strong a profit 
maximization motive in the firm managers as 
possible. Most property return would be 
evenly distributed among the population in the 
form of a social dividend. The institutional real- 
ity of separation of ownership and control un- 
der contemporary capitalism may engender X- 
inefficiency, which could be reduced under so- 
cialism through the concentration of property 
rights over individual corporations, with the 
implication of increased pressure on corporate 
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mBnagm to earn profits. The objection that 
microeconomic efficiency is in any event a mi- 
nor consideration is critically discussed. / 
Econ. Issues, March 1979, i3(l), pp. 73-112. 
Western Illinois University, Macomb. 

100 Economic Growth; Development; 
Planning; Fluctuations 

110 Economic Gbowth; Development! and 

Planning Theoby and Policy 

111 Economic Growth Theory and Models 
Benhabib, J. and Nishimura, K. — On the 

Uniqueness of Steady States in an Economy 
with Heterogeneous Capital Goods 
The non- vanishing Jacobian condition for 
the uniqueness of the steady state is relaxed. 
The relaxed condition is shown to be weaker 
than the “normality” condition on the utility 
function. The economic content of the condi- 
tion on the Jacobian is clarified. Finally, the 
case of joint production is considered. Int 
Econ. Rev., Feb. 1979, 20{\), pp. 59-82. Uni- 
versity of Southern California, Los Angeles; To- 
kyo Metropolitan University. 

Bemholz, P. and Faber, M. — Steady State and 
Superiority of Roundaboutness: A Compari- 
son between the Neoclassical and a Neo- 
Austrian Approach 

Within a simple neo-Austrian two-sector 
growth model some results of neoclassical 
growth theory are derived and analyzed. It is 
demonstrated: (1) Superiority and roundabout- 
ness are necessary conditions for a production 
program to be an efficient steady state. (2) Only 
greater productivity of roundabout methods 
of production determines the positive differ- 
ence between interest and growth rate. (3) 
Even if the growth rate is negative, superiority 
and roundaboutness can explain a positive in- 
terest rate. (4) In a golden rule program the 
interest rate is only equal to the growth rate 
if there is neutrality of time preference. Z. ges. 
StaatsuHss., 1978, 134(A), pp. 703-14. Univer- 
sity of Basel; University of Heidelberg. 

Mitra, T. — On Optimal Economic Growth with 
Variable Discount Rates: Existence and Sta- 
bility Results 

The papter considers a framework of infinite- 
horizon optimal growth, where the discount 
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rates in the objective function are allowed to 
vary over time, and production tsdces place ac- 
cording to the standard aggregative neoclassi- 
cal model. It is shown that (i) woaldy-maximal 
programs exist if and only if the reciprocals 
of the weights on utilities in the different peri- 
ods are not summable; (ii) optimal programs 
exist if and only if the weights on utilities are 
bounded above; (iii) when weakly-nuudmal 
programs exist, the input levels of such pro- 
grams, from different initial stocks, converge 
to each other. Int. Econ. Rev., Feb. 1979, 20(1), 
pp. 133-45. State University of New York at 
Stony Brook. 

Narayanan, R. — A General Keynes-Ramsey 
Formula for the Two-Sector Growth Model 
F. P. Ramsey’s optimal savings formula for 
the one-sector model and its illuminating inter- 
pretation by John Maynard Keynes are well 
known. A refinement of Keynes’s argument by 
Tjalling C. Koopmans applied to a general two- 
sector growth model with nonshiftable capital 
and nonnegative discount rate gives a general 
Keynes-Ramsey formula for the two-sector 
model. Further analysis using L. S. Pontrya- 
gin’s theory shows that the Keynes-Ramsey for- 
mula is a special case of a more general equa- 
tion satisfied by an optimal program and that 
it holds actually on two tr^ectories, which tend 
to an optimal stationary state. These properties 
are useful for computation of optimal policies 
in the two-sector model. Z. Nationaldkon., 
1978, 5<9(3-4), pp. 323-49. University of Al- 
berta, Edmonton. 

O’Connell, J. — Savings and Prices in a Full- 
Employment Traverse 
This paper is concerned with the Traverse 
to the equilibrium growth path when foil em- 
ployment of both machine and labor stocks is 
continuously maintained. The model assumes 
a single, non-specific capital good only, and the 
particular problem dealt with is the nature of 
the adjustment in savings and prices. Oxford 
Econ. Pap., Nov. 1978, 30(3), pp. 458-63. Uni- 
versity College, London. 

Orosel, G. O. — On the Wage-Interest Curve, 
Its Dual Relation, and the ’Theory of Capital 
within a Two-Sector Vintage Model 
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In the erticle the wage-interest curve for a 
two-tectcn vintage model is derived whereby 
the wage is taken to be the wage per eflSciency 
unit of labor. Then it is shown that there exist 
dual consumption-growth curves which, how- 
ever, depend on the rate of interest; those 
curves may have upward sloping parts, which 
is not possible for the wage-interest curve. The 
golden rule of accumulation can be proved. 
FWther, contrary to the one-sector vintage 
model, more savings can imply shorter utiliza- 
tion periods, but only if the Wicksell eflFect is 
negative. Oxford Econ. Pap., Nov. 1978, 50(3), 
pp. University of Vienna. 

112 Economic Development Models and Theories 
Hamilton, C. — Appraising Capital Goods Im- 
ported to Developing Countries 
This paper investigates the specific condi- 
tions imder which it is possible to undertake 
an investment appraisal at the border of a de- 
veloping country through a tax/ subsidy on cer- 
tain imported capital goods rather than a proj- 
ect appraisal. The expressions are derived for 
the relationship between government objec- 
tives and the magnitude of the border tax /sub- 
sidy. Scand. J. Earn., 1978, 5(7(4), pp. 411-20. 
Institute for International Economic Studies, 
Stockholm. 

114 Economics of War, Defense, and Disarmament 
Thompson, E. A. — An Economic Basis of the 
“National Defense Argument” for Aiding 
Ciertain Industries 

Two alternative theories, each generating a 
“National Defense Argument” for protection- 
ism, are developed and tested. The theory sur- 
viving the tests states that wartime price con- 
trols imply an undervaluation of peacetime 
stocks of capita], which produce the war-con- 
trolled outputs. Optimal policy responses to 
these undervaluations are derived. For exam- 
ple: Non-imported, undervalued capital goods 
should receive domestic subsidies; underval- 
ued capital goods, imported in peacetime but 
not in wartime, should receive import protec- 
tion; and undervalued capital goods, which are 
imported in wartime, should be granted cartel 
status. An application to the United States indi- 
cates that the theoretical optimum is approxi- 
mated by observed policy. /. Polit. Econ., Feb. 


1979, 8711), pp. 1-36. University of Cahfbmia, 
Los Angeles. 

120 COUNTHY STUDIBS 

121 Economic Studies of Less Industralixed Coun- 
tries 

Szikszay, B.— Some Lessons from the Modifica- 
tion of the System of Economic Regulation 
in Hungary 

On the basis of the experience gained since 
1968, in order to improve economic efficiency 
under the unfavorable world economic condi- 
tions and to enhance the orientating power 
of prices, economic regulators were adjusted 
for better adapting to world market conditions. 
To convey the changed circumstances, to cut 
the enterprise net profit level in accordance 
with their actual contribution to social net in- 
come, to enhance self-reliance and responsibil- 
ity, to equalize welfare services among enter- 
prises, changes were made in the system of 
producer prices, taxation, and subsidies. The 
relation between wages and profits become 
looser, though stimulation is maintained. Both 
investment regulation and foreign trade orien- 
tation were modified to stimulate the improv- 
ing of the balance of payments toward Western 
countries. Further improvements are still nec- 
essary to foster efficiency, even by permitting 
a larger differentiation of enterprise and indi- 
vidual incomes. Acta. Oecon., 1977, 79(2), pp. 
121-32. Hungarian Socialist Workers’ Party. 

130 Economic Fluctuations; Forecasting; 

Stabilization; and Inflation 

131 Economic Fluctuations 
van Duijn, J. J. — Dating Postwar Business 
Cycles in the Netherlands, 1948-1976 
In this paper a postwar business cycle chro- 
nology is established for the Netherlands. This 
chronology is based on 19 Dutch economic in- 
dicators. As a first step, a deviation cycle is 
determined for each indicator. Next a refer- 
ence cycle is dated, using the diffusion index 
method. Measured from trough to trough, the 
average length of 6 Dutch postwar business 
cycles has been 53 months, with the expansion 
phase averaging 29 months and the contrac- 
tion phase averaging 24 months. De Econo- 
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mist, 1078, iJ?5(4), {^. 474-504. Graduate 
School of Management, Delft, die Nedierlands. 

Sheffrin, S. M. — ^Unanticipated Money Growth 
and Output Fluctuations 
A rational expectations model is developed 
in which prices are fixed during a period. The 
implications of this model are that output flue* 
tuations are correlated with unanticipated ag> 
gregate demand but not with unanticipated 
infiadon. Empirical tests of the model indicate 
that the persistence of business cycles cannot 
be explained solely by unanticipated aggregate 
demand. Econ. Inquiry, Jan. 1979, 17(1), pp. 
1-13. University of California, Davis. 

Varian, H. R. — Catastrophe Theory and the 
Business Cycle 

We use the approach of R. Thom’s “Catas- 
trophe Theory" to construct a generalization 
of Nicholas Kaldor’s 1940 trade cycle. The 
model allows for cyclic behavior, which exhib- 
its either rapid recoveries (recessions) or slow 
recoveries (depressions). Econ. Inquiry, Jan. 
1979, 17(1), pp. 14-28. University of Michigan, 
Arm Arbor. 

You, J. K. — Capital Utilization, Productivity, 
and Output Cap 

In this paper we developed a simple model 
in which the rate of capital utilization and man- 
hours can be estimated. The estimation results 
show that capital is more variable than labor 
over the business cycles, which is explained 
by the shifts in demand between industries 
with different capital intensities. This finding 
also helps explain the procyclical changes in 
labor productivity. Further application of the 
estimation results reaffirms the well known 
Okim’s Law, i.e., three to one relation between 
the output gap and employment gap in the 
short run and 2.7 to one in the long nm. Rev. 
Econ. Statist, Feb. 1979, 61(\), pp. 91-100. 
Rutgers University, New Brunswick, New Jer- 
sey. 

132 Economic Forecasting and Econometric 
Models 

Babich, G. and Goodhew, J. — Short Term 
Econometric Forecasting and Seasonal Ad- 
justment 


Seasonal behavior in the variables of an 
econometric model is usually handled in one 
of two ways— either data are adjusted prior 
to estimation or seasonal binary variables are 
included in the specification and estimation of 
the model. Although the liter^ature on the sub- 
ject is extensive, it is not obviou^which of these 
procedures is best for forecasting. 'This paper 
compares the forecasting ability of a small 
model of the Australian economy for each of 
the alternative approaches to seasoiuil adjust- 
ment. Econ. Rec., August 1978, 54(146), pp. 
229-36. University of Sydney, New South 
Wales. 

Knight, M. D. and Wymer, C. R. — A Macroeco- 
nomic Model of the United Kingdom 
The econometric model in this paper deter- 
mines the major aggregates in the U.K. econ- 
omy. It includes a production function, a de- 
tailed financial sector, policy reaction 
functions, and the budget constraints of all sec- 
tors, including the government. The steady- 
state solution is discussed, and the model is 
estimated subject to the overidentifying re- 
strictions of the theoretical structure using si- 
multaneous estimation methods. Parameter es- 
timates and standard tests indicate that the 
model is a plausible representation of the U.K. 
economy. A general analysis of the dynamic 
properties is integrated with a discussion of 
the implications of the policy reaction func- 
tions for stability. Int. Monet Fund Staff Pap., 
Dec. 1978, 25(4), pp. 742-78 (sununaries in 
French and Spanish). International Monetary 
Fund, Washington, D.C. 

Osborn, D. R. and Teal, F. — Choosing between 
Macroeconometric Models: An Illustration of 
the Problem 

The paper reports the results of an exercise 
in comparing two National Institute of Eco- 
nomic and Social Research models of the U.K. 
economy, these models differing only in their 
equations for imports of goods. In one model 
imports are explained on an aggregate basis, 
the equation having a relatively high price 
elasticity and low expenditure elasticity. The 
disaggregated equations of the other model im- 
ply a lower price elasticity but much higher 
expenditure elasticity. 'The ex post forecasting 
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perfixnBaacoi of the two models ue compared 
over sample and post-sample periods, and 
there is little to cho^ between them. When, 
however, the models are used to simulate the 
efiects of changes in two policy variables, they 
fail to agree about either die speed or magni- 
tude of the economy's reaction. Manchester 
Sch. Boon. Soc. Stud.. March 1979, pp. 
S3-75. University of Manchester, England; Na- 
tional Institute of E)conomic and Social Re- 
search, London. 

Zamowltz, V . — ^An Analysis of Annual and Mul- 
tiperiod Quarterly Forecasts of Aggregate 
Income, Output, and the Price Level 
Hiis paper examines several sets of forecasts 
representog a variety of sources, models, and 
techniques. Predictions of percentage changes 
in GNP are relatively accurate, but partly be- 
cause of negative correlations between errors 
in the corresponding forecasts of real growth 
and inflation. For the last two variables, the 
multiperiod quarterly forecasts for the 1970’s 
have errors that show unusually rapid cumula- 
tions over longer spans. The accuracy and 
properties of the forecasts depend heavily on 
the economic characteristics of the periods 
covered, but only weakly and not systemati- 
cally on the differences among the forecasters. 
/ Bus., Jan. 1979, 52{l), pp. 1-33. University 
of Chicago. 

133 General Outlook and Stabilization Theories 
and Polidet 

Maler, H. — Die Problematik der Bestimmung 
von Konflikten wirtschaftspolitischer Ziele 
(The Problem of Defining Conflicts of Eco- 
nomic Targets) 

Despite its broad attention in economic liter- 
ature, the problem of conflicts of economic tar- 
gets has not found systematic treatment in def- 
inition and application to economic models. 
In the present paper a simple approach is de- 
veloped for a systematic definition of conflicts 
of economic targets by conflict causes. Further- 
more, this approach is applied to economic 
models to show and ansdyze conflicts of eco- 
nomic targets. Application is demonstrated 
widi a simple model. New aspects are derived 
for the theoretical and empirical existence of 
the modified Phillips curve. Jahr. NationaUh 


kon. Statist, Oct. 1978, 193(5), pp. 385-405 
(German). Tiibingen, Federal Republic of Ger- 
many. 

Modigliani, F. and Papodemos, L . — Optimal 
Demand Policies against Stagflation 
Hiis paper deals with the selection of an opti- 
mal aggregate demand policy in response to 
an inflationary shock — optimal in the sense 
that it returns the economy to full employment 
and price stability along an inflation-unem- 
ployment path minimizing social welfare costs. 
It is argued that the cost of any given stabiliza- 
tion path can be taken as proportional to the 
excess of inflation and unemployment above 
the long-run target, cumulated over the path. 
Relying on a very general formulation of the 
“Phillips Curve,” the optimal policy response 
to an inflationary shock is analyzed and shown 
to exhibit simple “turnpike” properties. The 
approach is illustrated by applying it to the 
United States over the 1971-75 period, investi- 
gating the sensitivity of the optimal path to 
alternative welfare evaluations and views on 
the nature of the trade-off. Weltwirtsch. Arch., 
1978, 114(A), pp. 736-82. Massachusetts Insti- 
tute of Technology; Columbia University. 

Phelps, E. S. — Disinflation without Recession: 
Adaptive Guideposts and Monetary Policy 
This paper establishes a theorem on the ex- 
istence of a unique path of the aggregate-de- 
mand control variable, here the supply of 
money, that achieves a reduction of the infla- 
tion rate to the level prescribed without even 
a temporary deviation of employment from 
the “natural rate”— despite the presence of 
staggered, and therefore overlapping, wage- 
rate commitments of an unindexed, fixed-dura- 
tion type. The demonstration depends on the 
postulate of perfect foresight regarding the 
course of the average money wage and of the 
money supply. In practice, the success of such 
a disinflation program would require a term- 
structure of wage guideposts as an aid in the 
formation of expectations. Weltwirtsch. Arch., 
1978, 114(4), pp. 783-809. New York Univer- 
sity. 

Vroman, S. and Vroman, W. — Money Wage 
Changes: Before, During and After Controls 
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The most recent U^. experiment with an 
incomes policy was the Nixon Administration's 
Eccmomic Stabilization Program. This paper 
assesses one aspect of the program, its impact 
on money wages in manufacturing. Multiple 
regression equations are used to compare ac- 
tual and predicted wage changes before, dur- 
ing and after this incomes policy. The paper 
reaches three main conclusions: (1) The pro- 
gram had a larger impact on negotiated wages 
than on average hourly earnings in manufac- 
turing. (2) The wage freeze in 1971 had no 
lasting effect on hourly earnings as it was im- 
mediately followed by a wage bulge. (3) The 
program did not restrain wage increases more 
during Phase II than during the more flexible 
Phases III and IV. Southern Econ. /, April 
1979, 45{A), pp. 1172-87. Georgetown Uni- 
versity; The Urban Institute, Washington, 
D.C. 

134 Inflation and Deflation 
Brown, A. J. — Inflation and the British Sickness 
The thesis that slow growth, cost-push infla- 
tion, and balance of payments weakness are 
linked and mutually reinforcing conditions in 
the British economy is found to be broadly con- 
firmed, though increasing returns to scale play 
a part in exacerbating this condition. Low prof- 
its, which are an important part of the mecha- 
nism, are suggested as a main cause of the Brit- 
ish inability in recent years to take full 
advantage of favorable conditions of relative 
price. The key importance of incomes policy 
and of gearing demand expansion to supply 
possibilities in any policy designed to break 
the vicious circle is stressed. £boR. /, March 
1979, 59(353), pp. 1-12. University of Leeds, 
England. 

Cornwall, J. — ^Towards Full Ejnployment and 
Price Stability: A Review of the OECD Re- 
port 

The article reviews a recent OECD attempt 
to explain the causes of the acceleration of in- 
flation in the postwar period and the subse- 
quent stagflation. The report is unconvincingly 
optimistic about the future growth, employ- 
ment, and inflation prospects of the OECD 
economies. While most of the factors cited as 
causes of the acceleration in inflation are non- 


economic, the chief policy measures advocated 
for a return to “normalcy” are economic. No 
evidence is offered that die (largely) noneco- 
nomic, structural changes have disappeared 
and are therefore unlikely to reassert them- 
selves following a return to full employment. 
The future is just as likely to be' one of contin- 
ued stagflation or a permanent incomes policy. 
Kykhs, 1978, 57(4), pp. 662-78. Dalhousie Uni- 
versity, Halifox, Nova Scotia. 

Fischer, S. and Modigliani, F. — ^Towards an Un- 
derstanding of the Real Effects and Costs of 
Inflation 

The traditional view that, because money 
is neutral, inflation produces no appreciable 
real effects is shown to hold approximately only 
for an economy whose institutions are folly in- 
flation-proof, e.g., a folly indexed one. But the 
real effects are shown to become more and 
more widespread and serious as the institutions 
of the economy become more nearly nominal. 
The paper examines in succession the conse- 
quences of nominal government institutions 
(tax system, definition of taxable income, ac- 
counting procedures); of nominal private insti- 
tutions and accounting conventions (mort- 
gages and annuity contracts, measurement of 
income), even when inflation is, and has been, 
folly anticipated. It examines next the effects 
of unanticipated inflation, which has not been 
incorporated in existing nominal long-term 
contracts, and of uncertain future inflation. 
Whenever possible, an effort is made to assess 
the social cost of various real effects even 
though it is not possible at this time to assess 
the overall social costs of inflation. Weltwirtsch. 
Arch., 1978, 774(4), pp. 810-33. Massachusetts 
Institute of Technology. 

Cultekin, B. and Santomero, A. M. — Index- 
ation, Expectations, and Stability 
This paper analyzes the impact of indexation 
on overaU economic stability by using the Hur- 
witz criterion on the dynamic characteristics 
of a regime with various types of sector interre- 
lationships. It concludes that pure wage index- 
ation is the most preferred system, as it unam- 
biguously reduces the constraints to ensure 
stability and that indexation is an alternative 
to expectations in the dynamic equations of 
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•nuoroeconomy. It is preferred only if it oper- 

ates more efficiently than a less formal scheme 
of adjustment. / Money, Credit, Bonking, Feb. 
■ 1979, 77(1), pp. 1-21. Amos Tuck School, Dart- 
mouth CJollege; Wharton School, University of 
Pennsylvania. 

Ulmer, M. /.—Old and New Fashions in Em- 
ployment and Indation Theory 
This study starts with an analogy between 
the situation of classical theory in the 1920 s 
to 1930's and that of the Keynesian theory in 
the post-World War II period. In both in- 
stances there was a clash between observable 
facts and theoretical expectations, which grad- 
ually sharpened. It is shown that exclusive pre- 
occupation with theoretical models of the past 
in such cases is fatal. A new model is then pre- 
sented for solving the contemporary unem- 
ployment-mflation dilemma, taking account of 
the relevant institutional facts excluded by the 
Keynesian theory. An integrated four-point 
program evolves, aimed at combatting jointly 
structurd and cyclical unemployment and de- 
mand-pull and cost-push inflation. /. Econ. Is- 
sues, March 1979, 7J(1), pp. 1-18. University 
of Maryland, College Park. 

200 Quantitative Economic Methods 
and Data 

210 Econometric, Statisticai., and Mathe- 

matical Methods and Models 

211 Econometric and Statistical Methods and 
Models 

Amemiya, T. — The Estimation of a Simulta- 
neous-Equation Tobit Model 
In this article the author proposes a class of 
generalized least squares estimators for a two- 
equation simultaneous equations model in 
which one of the endogenous variables is com- 
pletely observable and the other is truncated. 
The proposed method of estimation can be 
used more generally whenever the estimates 
of the structural-equation parameters need to 
be obtained froln those of the reduced-form 
parameters. The asymptotic variance-covari- 
ance matrices of the estimators are derived 
and compared. Int. Econ. Rev., Feb. 1979, 
20{1), pp. 169-81. Stanford University. 


Anderson, T. W. and Sawa, T,— Evaluation of 
the Distribution Function of 6se Two-Stage 
Least Squares Estimate 
This paper evaluates numerically the cumu- 
lative function (cdf) of the two-stage least 
squares (TSLS) estimate of the coefficient of 
an endogenous variable in a single equation 
of a system of simultaneous equations. Tables 
of the cdfs are given for enough values of 
the standardized coefficient, the number of ex- 
cluded exogenous variables, and the noncen- 
trality parameter, so that the cdf can be ob- 
tained for any case by suitable interpolations 
and transformations. Other tables evaluate the 
accuracy of approximations to the cdfs based 
on the normal distribution and asymptotic ex- 
pansions. Some properties of the TSLS esti- 
mate are inferred, and comparisons with other 
estimates made. Econometrica, Jan. 1979, 
47(1), pp. 163-82. Stanford University; Insti- 
tute of Economic Research, University of 
Kyoto. 

Baillie, R. T. — The Asymptotic Mean Squared 
Error of Multistep Prediction from the Re- 
gression Model with Autoregressive Errors 
The asymptotic prediction mean squared er- 
ror is derived for the regression model with 
autoregressive errors. The results cover the 
cases where future values of the exogenous 
variables are known, where some exogenous 
variables are predicted from autoregressive 
processes, and where lagged endogenous vari- 
ables are included in the model. A result is 
also obtained for the predictor that ignores au- 
tocorrelation of the errors and is based on ordi- 
nary least squares estimates of the regression 
parameters. The theory is illustrated by means 
of a model of the demand for imports in the 
United Kingdom. / Amer. Statist. Assoc., 
March 1979, 74(365), pp. 175-84. University 
of Aston, England. 

Breusch, T. S. — Testing for Autocorrelation in 
Dynamic Linear Models 
This paper extends Durbin’s test for autore- 
gressive (AR) disturbances in dynamic linear 
models to consider moving average (MA) and 
composite (ARMA) disturbances. Test statistics 
are derived by the Lagrange multipler (LM) 
method, which is compared with Durbin’s ap- 


Selected Abstracts 


1307 


fa i!hBiwt*<mlwr AR ease, the LM su- 
^ mm M Dtwbin's A-statistic. The 
Utf gt^istic for an MA is dtown to be the same 
a, that for an AR of the same order. By a suit- 
able chdoe of estimate for the information ma- 
oix, the statistic can be computed by a least- 
squares regression. Australian Econ. Pap., Dec. 
1978, 17(31), pp. 334-55, Australian National 
University, Canberra. 

Chipman, J. S. — Efficiency of Least-Squares Es- 
timation of Linear Trend when Residuals are 
Autocorrelated 

The regression model is studied in which a 
dependent variable is a linear function of time, 
and the residuals follow a first-order stationary 
Markoff process. It is found that the efficiency 
of the ordinary least-squares (relative to the 
Gauss-Markoff) estimator of the coefficient of 
the trend term has a greatest lower bound of 
.753763 over all sample sizes and all values 
of the autocorrelation coefficient between zero 
and one. This compares with a greatest lower 
bound of .535898 to the relative efficiency of 
the Cochrane-Orcutt estimator of the trend 
coefficient. Econometrica, Jan. 1979, 47(1), pp. 
115-28. University of Minnesota, Minneapolis. 

Cook, R. D. — Influential Observations in Lin- 
ear Regression 

Characteristics of observations that cause 
them to be influential in a least squares analysis 
are investigated and related to residual vari- 
ances, residual correlations, and the convex 
hull of the observed values of the independent 
variables. It is shown how deleting an observa- 
tion can substantially alter an analysis by 
changing the partial P^tests, the studentized 
residuals, the residual variances, the convex 
hull of the independent variables, and the esti- 
mated parameter vector. OutUers are dis- 
cussed briefly, and an example is presented. 
J. Amer. Statist. Assoc., March 1979, 74(365), 
pp. 169-74. University of Minnesota, St. Paul. 

Deistler, M. and Schrader, J. — Linear Models 
with Autocorrelated Errors: Structural Iden- 
tifiability in the Absence of Minimality As- 
sumptions 

The paper investigates the identifiability of 
linear dynamic stochastic models with autocor- 


related errors if no minimality (* left co-prime- 
ness) assumption has been imposed on the 
structures. We treat global identifiability in the 
ease of (general) affine cross equation restric- 
tions and local identifiability in the case of con- 
tinously differentiable cross-equation restric- 
tions. In addition, for some special cases the 
role of the m i n i m ali t y assumption is discussed 
by comparing the restrictions required to guar- 
antee identifiability in the minimal and the 
nonminimal case. Econometrica, March 1979, 
47(2), pp. 495-504. Technical University of Vi- 
enna; McKinsey Company, Diisseldorf. 

Fomby, T. B. — MSE Evaluation of Shiller's 
Smoothness Priors 

Shiller’s smoothness priors are examined 
from a mixed estimation point of view. A sam- 
pling theory formulation is provided, which 
allows mean squared error evaluation of differ- 
ent degrees of smoothness and values of the 
nuisance parameter using readily available ta- 
bles. The Almon and Griliches, et al, data sets 
are used to illustrate the developed test proce- 
dure and the flexibUity of lag specification us- 
ing smoothness priors. In both data sets Shil- 
ler’s rule-of-thumb resulted in a conservative 
value for the nuisance parameter. Int. Econ. 
Rev., Feb. 1979, 20(1), pp. 203-15. Southern 
Methodist University, Dallas. 

Geisser, S. and Eddy, W. F. — A Predictive Ap- 
proach to Model Selection 
This paper offers a synthesis of Bayesian and 
Sample Reuse approaches to the problem of 
high structure model selection geared to pre- 
diction. Similar methods are used for low struc- 
ture models. Nested and non-nested paradigms 
are discussed and examples given. / Amer. Sta- 
tist. Assoc., March 1979, 74(365), pp. 153-60. 
University of Minnesota, Minneapolis; Came- 
gie-Mellon University. 

Hausman, J. and Wise, D. A. — Attrition Bias 
in Experimental and Panel Data: The Gary 
Income Maintenance Experiment 
Experiments that take place over time and 
individual response to economic incentives dif- 
fer in an important way from classical experi- 
mental design. Even if a randomized sample 
design is initially used, individual attrition may 
create biased estimates of the population re- 
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qxMue to the program being tested. Nonran- 
dom attrition is quite likely to occur, since 
those individuals who benefit less or not at all 
from an ejqwriment are often more likely to 
drop out than the individuals who derive 
greater benefit from participation. A statistical 
model is formulated and estimated using Gary, 
Indiana, negative income tax (NIT) data, which 
permits both efficient estimation and a test for 
nonrandom attrition. The traditional analysis 
of variance estimation is found to be more sen- 
sitive to nonrandom attrition than is a more 
completed time-series-cross-section regression 
specification. Econometrica, March 1979, 47{2), 
pp. 455-73. Massachusetts Institute of Tech- 
nology; Harvard University. 

Heckman, J. J. — Sample Selection Bias as a 

Specification Error 

This paper discusses the problem of sample 
selection bias that arises when behavioral rela- 
tionships are estimated on non-randomly-se- 
lected samples. Data may be non-randomly- 
missing because of self-selection decisions by 
individuals or because of sample selection deci- 
sions made by data analysts. A characterization 
of sample selection bias as a specification bias 
is given. A simple estimator that corrects the 
bias is developed, and its asymptotic distri- 
bution is derived. Econometrica, Jan. 1979, 
47(\), pp. 153-61. University of Chicago. 

Hsiao, C. — Measurement Error in a Dynamic 

Simultaneous Equations Model with Station- 
ary Disturbances 

This paper is concerned with the identifica- 
tion and estimation of the parameters in a dy- 
namic simultaneous equations model with sta- 
tionary disturbances when both the 
endogenous and exogenous variables are sub- 
ject to random measurement errors. A fre- 
quency domain approach is suggested to fully 
utilize the information contained in the data. 
The first part of this paper explores the identifi- 
cation criteria. The second part of this paper 
suggests estimation methods for such a model. 
Both full information and limited information 
estimation methods are studied, and their re- 
spective gains and losses are evaluated. 
Econometrico, March 1979, 47(2), pp. 475-94. 
University of Toronto. 


Hsu, D. A,— Detecting Shifts of Parameter in 
Gtunma Sequences with Ai^lications to 
Stock Price and Air Traffic Flow Analysis 
In this article a technique for detecting shifts 
of the scale parameter in a sequence of inde- 
pendent gamma random variables is discussed. 
Distribution theories and related properties of 
the test statistic are investigated. Numerical 
critical points and test powers are tabulated 
for two specific variables. Other useful tech- 
niques are also summarized. The methods are 
then applied to the analysis of stock nunket 
returns and air traffic fiows. These two exam- 
ples are studied in detail to illustrate the use 
of the proposed method compared to other 
available techniques. The empirical examples 
also illuminate the importance of the treat- 
ment of stochastic instability in statistical appli- 
cations. J. Aiher. Statist. Assoc., March 1979, 
74(365), pp. 31—40. University of Wisconsin, 
Milwaukee. 

von Knorring, E. — Die statistiche Ermittlung 
von Strukturfaktoren — Einige kritische An- 
merkungen (The Statistical Computation of 
Structural Factors — Some Critical Remarks) 
Often so-called structural factors are com- 
puted in empirical studies to measure the influ- 
ence of structural changes (e.g., of the employ- 
ees) on the growth of a macroeconomic 
variable (e.g., of the productivity of labor). As 
a method, mostly tautological transformations 
are used. It is proved in this paper that this 
method is inconsistent and arbitrary and can 
not isolate structural influences. So callecistruc- 
tural factors (structural components, structural 
effects, or structural gains) are statistical in- 
dices without any importance. They do not 
contribute anything to a separation between 
changes in level and structure. /aAr. Nationald- 
kon. Statist, Dec. 1978, 193l!S), pp. 55&-63 
(German). University of Augsburg, Federal Re- 
public of Germany. 

Kohn, R. — On the Relative Efficiency of Two 
Methods of Estimating a Dynamic Simulta- 
neous Equations Model 
For an identified, dynamic, simultaneous 
equations model with autoregressive or mov- 
ing average residuals, it is shown that an as- 
ymptotically efficient estimator of the struc- 
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ture diat takes account of the parametric na- 
ture of rite residuab will be at least as efficient 
(asymptotically) as, and generally more than, 
the corresponding nonparametric spectral esti- 
mator, the latter using only the stationarity 
property of the residuals. A necessary and suffi- 
cient condition for the two approaches to be 
equally as efficient is given, as well as some 
simpler sufficient conditions. Int Econ. Rev., 
Feb. 1979, 20(1), pp. 237-52. Australian Na- 
tional University, Canberra. 

Lau, L. J. — On Exact Index Numbers 
The conditions for exactness of the 
Tbmqvist, Sato-Vartia, and the Fisher Ideal in- 
dex number formulas are investigated. Neces- 
sary and sufficient conditions are derived for 
exactness of the Tdmqvist and Fisher Ideal in- 
dex number formulas under the assumption 
that the function to be indexed is once continu- 
ously differentiable. Sufficient conditions are 
derived for exactness of the Sato-Vartia index 
number formula. Rev. Econ. Statist, Feb. 1979, 
5/(1), pp. 73-82. Stanford University. 

Maeshiro, A. — On the Retention of the First 
Observations in Serial Correlation Adjust- 
ment of Regression Models 
The paper examines the effect of trends (or 
nontrends) in independent variables on the im- 
portance of retaining the weighted first obser- 
vations in first-order serial correlation adjust- 
ment of a regression model. The major finding 
is that when sui independent variable contains 
a commonly observed amount of trend and 
the disturbances are positively autocorrelated, 
the increase in efficiency due to the retention 
of the first observations is much larger than 
what is expected a priori or from the results 
of previous Monte Carlo studies. Therefore, 
practicing economists should switch from 
Cochrane-Orcutt versions to generalized least 
squares versions in such a case. Int Econ. Rev., 
Feb. 1979, 20(1), pp. 259-65. University of 
Pittsburgh. 

Mallela, P. and Rao, A. S. — Necessary and Suf- 
ficient Conditions for Inadmissibility of 
Transformations in Time 
When the assumption of temporal uncorrela- 
tion of the disturbances of a stable first order 


system is dropped, certain identities involving 
the systematic part of the lagged dependent 
variables and the current exogenous variables 
become relevant for the purposes of identifica- 
tion. The problem discussed is the additional 
assumptions under which suph identities are 
not imphed by the system. Int Econ. Rev., Feb. 
1979, 20(\), pp. 157-67. Northern Illinois Uni- 
versity, I^Kalb. 

McLaren, K. R. — ^The Optimality of Rational 

Distributed Lags 

In this paper a behavioral model based on 
costs of adjustment is combined with a specifi- 
cation of wide sense stationarity. The implied 
optimal behavior is shown to be in the form 
of a rational distributed lag, with restrictions 
based on properties of the stochastic process 
and parameters of the behavioral model. In 
particular, the degrees of the numerator and 
denominator polynomials are related. Some 
simple examples are provided. Int Econ. Rev., 
Feb. 1979, 20(\), pp. 183-91. Monash Univer- 
sity, Qayton, Victoria, Australia. 

Neft(i, S. N. — Lead-Lag Relations, Exogeneity, 

and Prediction of Economic Time Series 

In what sense, of the two time series under 
consideration, is the one that “leads” useful 
in predicting the one which “lags”? Is there 
any relationship between a series that leads 
and a series that is “econometrically exoge- 
nous”? The paper investigates these issues and 
concludes that there is no one-to-one corre- 
spondence between “leading” and “exoge- 
nous” time series. Empirical tests and out-of- 
sample forecasts using the U.S. leading indica- 
tors are also supplied. Econometrica, Jan. 1979, 
47(1), pp. 101-13. George Washington Univer- 
sity, Washington, D.C. 

Plosser, C. I. — Short-term Forecasting and Sea- 
sonal Adjustment 

This article explores the stochastic proper- 
ties and prediction p>erformance of several eco- 
nomic time series, both before and after adjust- 
ment by the U.S. Bureau of the Census X-11 
seasonal adjustment program. The results sug- 
gest that within the class of autoregressive-in- 
tegrated-moving-average models, seasonally 
adjusted data do not yield consistently im- 
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ptaved predictions and, in many circum- 
stances, produce forecasts that are less accu- 
rate than those obtained using the unadjusted 
data. / Atntr. Statist. Assoc., March 1979, 
7#(365), pp. 15-24. University of Rochester, 
Rochester, New York. 

Heioael, G. — Maximum Likelihood Estimation 
of Stochastic Linear Difference Equations 
with Autoregressive Moving Average Errors 
A method is proposed for the estimation of 
a general class of scalar linear time-series mod- 
els. TTie model takes the form of a stochastic 
difference equation for the dependent variable 
with exogenous variable inputs, and the dis- 
turbances are autocorrelated through an auto- 
regressive moving average process. In the 
present paper an asymptotically efficient yet 
computationally simple estimation procedure 
(in the time domain) is derived for this model. 
The resulting estimator is shown to be asymp- 
totically equivalent to the maximum likelihood 
estimator and to possess a limiting multivariate 
normal distribution. Econometrica, Jan. 1979, 
47(\), pp. 129-51. University of Wisconsin, 
Madison. 

Reinsel, G. C. — A Note on the E)stimation of 
the Adaptive Regression Model 
The estimation of the parameters in the 
adaptive regression model is considered. The 
approach to the estimation problem differs 
from that of T. F. Cooley and E. C. Prescott 
since a simple differencing transformation is 
used to obtain an ordinary regression model 
with first-order moving average errors, A ma- 
jor advantage of this approach (besides compu- 
tational advantages) is that the assumption of 
the adaptive regression model can be at least 
partially verified from the data by considering 
the adequacy of fit of the first differences to 
the implied regression model with first-order 
moving average error structure. This approach 
is also used to derive the optimal predictors 
of the time-varying intercept series. Int. Econ. 
Rav., Feb. 1979^ 50(1), pp. 193-202. University 
of Wisconsin, Madison. 

Biddellf W. C. — The Use of the Stepwise Chow 
Test 


In the structural change literature, one of 
the most difficult problems is that of estimating 
break points when both the number of regimes 
and the location of the break points are un- 
known. Since this will frequently be the case 
in practice, any procedure that appears to have 
potential for dealing with the problem 
deserves to be examined closely. This paper 
conducts such an examination of the recently 
advocated "stepwise Chow test.” The exami- 
nation reveals that this procedure is not, in 
general, correct. Examples of the way in which 
the method breaks down are given. Econ. Stud. 
Quart., Dec. 1978, 59(3), pp. 242-47. Univer- 
sity of Alberta, Edmonton. 

Spitzer, J. J. — Small-Sample Properties of Non- 
linear Least Squares and Maximum Likeli- 
hood Estimators in the Context of Autocor- 
related Errors 

Potluri Rao and Zvi Griliches (1969) com- 
pared several methods of parameter estima- 
tion in models having autocorrelated errors. 
They concluded that nonlinear least squares 
estimators were not superior to two-stage lin- 
ear estimators. This study partially replicates 
the Rao and Griliches Monte Garlo simulation 
and, in addition, examines the maximum likeli- 
hood estimator as a possible competitor. The 
simulation results are not consistent with those 
of Rao and Griliches; the small-sample effi- 
ciency of nonlinear and maximum likelihood 
estimators appears to be consistently high and 
thus reverses some of Rao and Griliches’s con- 
clusions. /. Amer. Statist. Assoc., March^l979, 
74(365), pp. 41-47. State University of New 
York, Brockport. 

Thursby, J. G. — Alternative Specification Er- 
ror Tests: A Comparative Study 
This paper compares the power of the test 
RESET to that of a number of autocorrelation 
tests in detecting the errors of omitted vari- 
ables or incorrect functional form in regression 
analysis. The autocorrelation tests considered 
are the Durbin-Watson test and a chi-square 
test on the first H autocorrelations in the resid- 
ual vector. Monte Carlo experiments reveal 
that the RESET test is the most powerful test 
for detecting specification errors and is robust 
to autocorrelation. J. Amer. Statist. Assoc., 
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March 1979, 74(365), pp. 222-25. Ohio State 
University, (Columbus. 

Tsurumi, H. — Bayesian Test of a Parameter 
Shift in a Simultaneous Equation with an Ap- 
plication to a Macro Savings Function 
A Bayesian test of a parameter shift in two 
simultaneous equations is derived under the 
assumption of heteroskedasticity. No solutions 
paralleling this Bayesian solution to the Beh- 
rens-Fisher problem in the simultaneous equa- 
tion framework are available ftom sample the- 
ory. The Bayesian test is then applied to 
examine a parameter shift in a macro savings 
function in Japan. The empirical test indicates 
that a parameter shift occured in the 1970’s. 
Econ. Stud. Quart., Dec. 1978, 29(2)), pp. 216- 
30. Rutgers University, New Brunswick, New 
Jersey. 

Wecker, W. E. — Predicting the Turning Points 
of a Time Series 

Linear least-squares prediction methods are 
not directly applicable to the prediction of 
time-series "turning points." In this paper the 
linear least-squares technique is extended to 
allow computation of the distribution of the 
turning points of a time series, conditional on 
past observations. The method is illustrated us- 
ing quarterly seasonally adjusted GNP. J. Bus., 
Jan. 1979, 52(1), pp. 35-50. University of Chi- 
cago. 

Zellner, A. and Park, S.-B. — Minimum Ex- 
pected Loss (MELO) Estimators for Func- 
tions of Parameters and Structural Coeffi- 
cients of Econometric Models 
Further sampling properties of previously 
derived Minimum Expected Loss MELO esti- 
mates for reciprocals and ratios of parameters 
and for structural coefficients of econometric 
models are presented. Approximate small-sam- 
ple moments and risk functions of MELO esti- 
mators for these problems are derived and 
compared with those of other well-known esti- 
mators. The exact finite sample distribution of 
the MELO reciprocal mean estimator is de- 
rived and compared with that of the maximum 
likelihood estimator. Properties of alternative 
structural coefficient estimators are compared 
with those of the MELO estimator, both theo- 


retically and in terms of two applications. /. 
Amer. Statist. Assoc., March 1979, 74(365), pp. 
185-83. University of Oiicago. 

212 Construetion, Analysis, and Use of Econo- 
metffe Models 

Tan, K. C. — Optimal Control of Linear Econo- 
metric Systems with Linear Equality Con- 
straints on the Control Variables 
This paper describes the solution for the op- 
timal control of linear econometric systems 
with a quadratic welfare function when there 
are linear equality constraints on the control 
variables. This solution is of the same form as 
the optimal control problem when there are 
no constraints on the control variables. The 
principle of certainty equivalence and the sep- 
aration theorem are shown to be applicable 
without any change. Examples of control prob- 
lems where such constraints are important and 
relevant are given. Int. Econ. Rev., Feb. 1979, 
20(1), pp. 253-58. University College, London. 

213 Mathematical Methods and Modeb 
Dechert, D. — Optimal Control Problems from 

Second-Order Difference Equations 
We derive sufficient conditions such that the 
solution of a second order difference equation 
is also the solution of an optimal control prob- 
lem. The technique is to find an objective func- 
tion of an optimal control problem whose 
Euler equation is the given second order differ- 
ence equation. The method of solution uses 
line integrals to derive the objective function. 
An application is given to a competitive indus- 
try in temporary dynamic equilibrium. The 
derived objective function demonstrates the 
welfare economics principle that consumer 
surplus, producer surplus, and labor surplus are 
maximized in competitive equilibrium. J. 
Econ. Theory, Oct. 1978, 79(1), pp. 50-63. Uni- 
versity of Southern California, Los Angeles. 

Epstein, L. G. — ^The Le Chatelier Principle in 
Optimal Control Problems 
The paper formulates and establishes a form 
of the Samuelson-Le Chatelier Principle for 
optinud control problems. The solutions of a 
constrained and unconstrained plaiming prob- 
lem depend upon a vector of parameters, and 
the responses of the solutions to changes in 
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die parameters ore compared. Under certain 
circumstances the optimal planning profile of 
the unconstrained problem is shown to be 
more sensitive to parameter changes than the 
profile corresponding to the constrained prob- 
lem. The principal method of analysis is com- 
parative dynamics. The scope of the analysis 
is illustrated by an application of the results 
to two standard economic problems of inter- 
temporal optimization. J. Earn. Theory, Oct. 
1978, 79(1), pp. 10»-122. Institute for Policy 
Analysis, University of Toronto. 

Watidns, T. H.— On the Reformulation of Op- 
timization Problems in Which the Action 
Variables are Not the Objective Function Ar- 
guments 

Optimization problems in which the argu- 
ments of the objective function are not the 
action variables include problems of capital 
stock and investment, durable goods’ services 
and purchases, and spillover effects. The opti- 
mality conditions for these problems in their 
original form are very cumbersome analyti- 
cally. A transformation yields optimality condi- 
tions involving only objective function argu- 
ments. The optimal levels of the objective 
function arguments must be orthogonal to ev- 
ery vector in the null-space of the linear trans- 
formation relating the action variables to the 
objective function arguments. Typically this in- 
volves a cyclical time pattern for the optimal 
levels of objective function arguments. 
Southern Econ. ]., April 1979, ■^5(4), pp. 1151- 
59. Son Jos6 State University, California. 

2S0 Economic and Social Statistical Data 
AND Analysis 

Renshaw, E. F. — Some Notes on the Com- 
merce Department’s Index of Leading Eco- 
nomic Indicators 

TTie new index of leading indicators has a 
propensity to decline more often than is war- 
ranted on the basis of actual recessions. The 
incidence of folse signals can be reduced by 
only considering those cases where four 
months have gone by without a new high being 
registered in the index and those instances of 
a cumulative decline from the preceding his- 
torical peak amounting to three points or 
more. Neb. J. Econ. Bus., Winter 1979, JS(l), 


pp. 15-^. State University <rf New York at Al- 
biuiy. 

221 Natkmol Inoeme Aooouiiting 
Clark, C. G. — Wages and Profits 
No claim is made to establish a production 
function, but if we can assume (both assump- 
tions questionable) that (i) wages and profits 
are proportionate to relative marginal pro- 
ductivities (ii) technical progress is Hicks-neu- 
tral, then the long-run wage/ profit ratio should 
be in a double-log linear relationship with the 
capital /labor input ratio, the slope of the rela- 
tionship depending on capital/labor substitu- 
tion elasticity. This is found to be strikingly 
confirmed (with elasticity well below 1) on a 
rearrangement of C. H. Feinstein’s data, going 
back to the middle of the nineteenth century, 
for factor incomes and inputs (public sector, 
agriculture, and domestic service excluded). 
Oxford Econ. Pap., Nov. 1978, 50(3), pp. 388- 
408. University of Kent at Canterbury. 

Hartog, J. and Veenbergen, J. G. — Dutch 
Treat, Long-nm Changes in Personal In- 
come Distribution 

This paper presents data on personal income 
distribution in the Netherlands for the period 
1914-72, in terms of decile income shares and 
measures of dispersion. Estimates are given of 
the trend and of cyclical sensitivity of income 
inequality, both trend and cycle being far more 
important before 1940 than after. Attempts to 
explain changes in inequality by regression 
analysis, with a necessarily limited set of varia- 
bles, lead to many rejections. De Economist, 
1978, J26{4), pp. 521-49. Erasmus University, 
Rotterdam. 

Petersen, H.-G. — Effects of Growing Incomes 
on Classified Income Distributions, the De- 
rived Lorenz Curves, and Gird Indices 
'This study indicates the problems connected 
with the intertemporal comparability of Lo- 
renz curves and Gini indices estimated by 
standard numerical approaches in the case of 
the classified empirical income distribution 
and a growth of individual income at a fixed 
rate. “Collector effects” of the higher class in- 
tervals lead to shifts of the Lorenz curve to 
the right or to the left; accordingly, the Gini 
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index may rise or foil. Hiis “class phenome- 
non” occurs although actually nothing has 
changed in distribution. Additionally this pa- 
per represents an extrapolation method for 
classified empirical income distributions, 
which has been illustrated on actual German 
income tax data. Econometrica, Jan. 1979, 
47(i\ PP- 183-98. Kiel Institute of World Eco- 
nomics, University of Kiel, Federal Republic 
of Germany. 

Siegel, J. J. — Inflation-Induced Distortions in 
Government and Private Saving Statistics 
This study reformulates the National Income 
Accounts definitions of the government deficit 
and gross private saving. These new definitions 
are based on employing the change in the real 
value of government debt, due to price and 
interest rate changes, as a measure of the real 
deficit rather than the real value of the nominal 
debt change, as is now calculated by the De- 
partment of Commerce. The major empirical 
differences in the revised statistics are a larger 
deficit during the Depression years and a much 
smaller deficit during inflationary periods, par- 
ticularly during World War II and recent years. 
The redefined gross private saving ratio is re- 
duced in periods of inflation and displays the 
same variability as the national savings rate 
instead of the significantly lower variability re- 
ported by the traditional statistics. In the post- 
I war data, there is a significant negative correla- 
tion between the national saving rate and the 
reformulated gross private savings ratio. Rev. 
Econ. Statist, Feb. 1979, 57(1), pp. 83-90. 

I Wharton School, University of Permsylva- 
nia. 

224 National Wealth and Balance Sheets 
Horsman, E. G. — Inheritance in England and 
Wales: The Evidence Provided by Wills 
j This paper, using data derived from an anal- 
! ysis of random samples of wills in different size- 

of-estate ranges in England and Wales for 
1973, casts doubt on the conclusions of some 
earlier studies about the effects of estate duty 
I on the equality of wealth-holding but supports 
the view that testators tend strongly to keep 
wealth within their families. It throws light on 
numerous other matters, including the inci- 
dence of estate duty in different size-ranges. 


the frequency of trusts, the analysis of main 
beneficiaries and bequests to charity. Oirford 
Econ. Pap., Nov. 1978, 30(2), pp. 409-22. Uni- 
versity of Kent at Canterbury. 

226 Productivity and Growth) Theory and Data 
Ezald, M. — Growth Accounting of Postwar Ja- 
pan: Hie Input Side 

In this paper, a new methodological frame- 
work of growth accounting is presented on the 
basis of input-output tables, and the growth 
performance of Japanese industries as well as 
aggregate economy is analyzed in detail for 
the postwar period. Changes in the input coef- 
ficients are also investigated, theoretically and 
empirically, for the Japanese manufacturing 
industries, decomposing them into substitution 
effect due to changes in input prices, specific 
effect caused by biased technical progress, and 
common effect due to neutral technical prog- 
ress. The theoretical outcome here is closely 
related to the RAS method. Econ. Stud. Quart., 
Dec. 1978, 29(3), pp. 193-215. The Center for 
Southeast Asian Studies, Kyoto University. 

Hulten, C. R. — On the “Importance” of Pro- 
ductivity Change 

This paper suggests a framework for measur- 
ing the importance of productivity change as 
a source of economic growth using prices and 
quantities alone. It is based on an intertempo- 
ral specification of technology closely related 
to the framework proposed by Edmund Malin- 
vaud. An effective rate of productivity change 
is defined to be the residual growth in wealth 
not explained by the change in primary input, 
and is then related to the intertemporal pro- 
duction possibility frontier. Since capital accu- 
mulation is endogenous in this framework, the 
dynamic residual measures the impact of pro- 
ductivity change inclusive of the induced accu- 
mulation of capital. Amer. Econ. Rev., March 
1979, 59(1), pp. 126-36. The Urban Institute, 
Washington, D.C. 

May, J. D. and Denny, M. — Post-War Pro- 
ductivity in Canadian Manufacturing 
Productivity in aggregate Canadian Manu- 
focturing is measured from 1948-76. Total fac- 
tor productivity including intermediate inputs 
is estimated and compared to simpler meas- 
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utM of productivity. TTio theoretical frame- 
work if baaed on developments on exact and 
superlative index numbers by W. E. Diewert 
(1976) and others. Errors arise from the use 
of real value-added. The sensitivity of the esti- 
mates to alternative measures of labor and cap- 
ital services is investigated. For our sample the 
use of real value-added overestimated pro- 
ductivity. Our estimates were not sensitive al- 
ternative labor measures but were too sensitive 
to variations in the measurement of capital ser- 
vices. Can. / Econ., Feb. 1979, pp. 29- 
41. Memorial University, St. John’s, Newfound- 
land; University of Toronto. 

227 Prices 

Ray, G. F. — Export Prices of Primary Produc- 
ers 

A note describing the details of a new in- 
dex system of commodity prices based on 
UNCTAD's indices of market prices of the 
principal commodity exports of developing 
coimtries, introduced in this issue. This re- 
places the old National Institute of Economic 
and Social Research commodity price index. 
Nat. Inst. Econ. Rev., Feb. 1979, (87), pp. 57- 
60. National Institute of Economic and Social 
Research, London. 

229 Micro-data 

Shinkai, Y. — An Analysis of the Bsink of Japan’s 

Business Survey Data 

In this paper an attempt has been made to 
analyze the Bank of Japan’s business survey 
data with a view to learning something about 
how expectations on macro variables are 
formed and to estimate realization functions 
for a subset of the macro variables. We have 
found that there are pieces of evidence that 
expectation formations are affected by factors 
other than the past values of the own series, 
and that realization functions, which include 
several variables other than the own expecta- 
tion, perform fairly well. An implication of 
these results will be that it is not appropriate 
to estimate simultaneously a behavior function 
and a simple expectation function by substitut- 
ing the unobservable expectation variable into 
the behavior function, as is sometimes done 
in practice. Econ. Stud. Quart., Dec. 1978, 
54(3), pp. 231-41. Osaka University. 


300 Domestic Monetary and Fiscal 
’Theory and Institutions 

310 Domestic Monetaby and Financial 
Theoey and iNsimmoNS 

311 Domestic Monetary and Financial Theory and 
Policy 

Barro, R. J. — Money and the Price Level under 
the Gold Standard 

This paper analyzes the determination of the 
price level and the quantity of money under 
the gold standard and related commodity 
standards (bimetallism, symmetallism, com- 
modity-reserve-currency). The principal analy- 
sis is carried out for a closed economy where 
the central bank supports the nominal price 
of a reserve commodity such as gold. Effects 
on the price level and money supply are con- 
sidered for the cases of gold discoveries or tech- 
nical changes in gold mining, real income 
changes, “paper gold” issue, shifts in the gold 
price, and movements in velocity. ’The analysis 
is extended to an international setting to dis- 
cuss the effects of devaluation, increased adop- 
tion of the gold standard, and multiple com- 
modity standards. The final section compares 
the gold standard with alternative commodity 
standards, including commodity-reserve-cur- 
rency. Econ. /, March 1979, 59(353), pp. 13- 
33. University of Rochester, Rochester, New 
York. 

Cal VO, G. A. — On Models of Money and Perfect 
Foresight 

The paper studies questions of existence and 
uniqueness of perfect foresight paths in a world 
of identical and infinitely-lived families that at- 
tempt to maximize a sum of utilities that de- 
pend on consumption and real monetary bal- 
ances. We find cases of nonuniqueness when 
money enters into production functions, but 
we also show that the presence of neoclassical 
capital may help ensuring uniqueness. Int. 
Econ. Rev., Feb. 1979, 59(1), pp. 83-103. Co- 
lumbia University. 

Felmingham, B. S. and Bennett, P. A. — ^Mone- 
tary Policy Reaction in an Interdependent 
Instrument Setting 

Policy reaction equations are fitted for the 
statutory reserve deposit (SRD) and open-mar- 
ket instruments (OMO). ’The interest rate is 
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treated exogenously. The policy regime en- 
visaged acoonunodates interdependencies be- 
tween the instruments. The study is based on 
quarterly data over the period 1961-74. The 
results demonstrate a marked difBerence in the 
form of the policy response for the two instru- 
ments: the SRD instrument responds strongly 
to the domestic targets, inflation, and unem- 
ployment; but shows little response to external 
factors. The OMO instrument reacts to exter- 
nal influences, but not to the domestic targets, 
a result consistent with the policy-makers de- 
sire to sterilize exogenous influences on the 
cash-base of the economy. The OMO instru- 
ment has a strong association with the interest 
rate reflecting its market orientation and the 
political costs of adjusting it. The interest rate 
proxy is not significant in the SRD equation. 
There is some evidence for a harmonious asso- 
ciation between the SRD and OMO instru- 
ments. Finally, the form of the response in 
each case varies according to the policy intent: 
contraction and expansion. This reflects a 
change in the weights attaching to the policy 
targets as the policy intention alters. Econ. 
Rec., August 1978, 5^146), pp. 264-70. Univer- 
sity of Tasmania, Hobart. 

Heller, H. R. and Khan, M. S. — ^The Demand 
for Money and the Term Structure of Inter- 
est Rates 

It has been argued recently by Milton Fried- 
num that the whole term structure of interest 
rates rather than any single rate represents the 
relevant opportunity cost of holding money. 
The purpose of this paper is to present a way 
to incorporate the term structure in the de- 
mand for money function compactly with a 
few parameters and offer empirical evidence 
for the United States over the period 1960- 
76 supporting the validity of such an approach. 
Furthermore, we establish that this function 
appeared to be stable during a period (1972- 
74) when standard functions using only one 
interest rate display significant shifts in param- 
eters./ Polit Econ., Feb. 1979, 57(1), pp. 109- 
29. Bank of America, San Francisco; Interna- 
tional Monetary Fund, Washington, D.C. 

Levi, M. D. and Makin, J. H. — Fisher, Phillips, 
Friedman and the Measured Impact of Infla- 
tion on Interest 


A general equilibrium model is employed 
to derive a reduced-form expression for the 
relationship between changes in anticipated 
inflation and nominal interest. Changes in an- 
ticipated inflation are shown to affect the equi- 
librium real rate of interest due to effects upon 
employment and output and upon the level 
of uncertainty about inflation. The employ- 
ment effects are shown to vary over time de- 
pending upon the size of the error of inflation 
forecasts employed in turn by rational suppli- 
ers of labor to determine money wage de- 
mands. Controlling for these effects when test- 
ing the Fisher hypothesis with data from the 
1950’s and 1960’s results in a unitary impact 
of changes in anticipated inflation upon nomi- 
nal interest. / Finance, March 1979, 54(1), pp. 
35-52. University of British Columbia, Vancou- 
ver; University of Washington, Seattle. 

Masson, P. R. — Structural Models of the De- 
mand for Bonds and the Term Structure of 
Interest Rates 

A simultaneous model of the term structure 
of interest rates is estimated for Canada (1968- 
74). Demands on the part of banks and the 
public for short- and long-term government 
bonds are based on their portfolio preferences 
and constrained to sum to the exogenous sup- 
ply. The interest rate equations are obtained 
implicitly from the market-clearing conditions, 
and they indicate a significant role for supply 
variables. Comparison with unrestricted re- 
duced-form interest rate equations points to 
the superiority of structural model estimation 
in this context. Another finding is that the lags 
in the equations seem not to be due to expecta- 
tional or lagged adjustment delays, but rather 
to residual autocorrelation. Economica, Nov. 
1978, 45(180), pp. 363-77. Bank of Canada, Ot- 
tawa. 

McCallum, B. T. — Monetarism, Rational Ex- 
pectations, Oligopolistic Pricing, and the 
MPS Econometric Model 
This paper investigates the conjecture that 
oligopolistic pricing behavior will invalidate 
the Lucas-Sargent policy-ineffectiveness prop- 
osition, even if expectations are formed ratio- 
nally. The procedure is to examine the proper- 
ties of an analytical macroeconomic model that 
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incorporates a simplified version of the 
Penn!-S^.R.C. econometric model (MPS) 
wage-price sector. It is shown that the validity 
of the conjecture depends upon the precise 
manner in which lags are built into the price 
adjustment equation. A crucial condition is iso- 
lated and used to motivate an empirical test. 
The results, based on quarterly U.S. data, are 
predominantly consistent with the ineffective- 
ness proposition. / Polit. Ecoti., Feb. 1979, 
87{1), pp. 57-73. University of Virginia, Char- 
lottesville. 

Mehra, Y. P. and Spencer, D. E. — ^The St. Louis 
Equation and Reverse Causation: The Evi- 
dence Reexamined 

The "reverse causation" hypothesis claims 
that the St. Louis equation is misspecified be- 
cause the monetary policy variables cannot be 
considered to be statistically exogenous with 
respect to GNP. This paper employs recently 
developed exogeneity tests to reexamine this 
issue. The test results do indeed suggest that 
the St. Louis equation is misspecified. How- 
ever, this conclusion is not due to the endo- 
geneity of the monetary policy variables, but 
rather to the endogeneity of the fiscal policy 
variables. The evidence is clearly consistent 
with the claim that the usual measures of fiscal 
policy systematically respond to changes in the 
level of nominal income. Southern Econ. }., 
April 1979, ■#3(4), pp. 1104-20. Pennsylvania 
State University, University Park; Illinois State 
University, Normal. 

Rahmeyer, F. — Die RoUe des Staatssektors in 
der Marktwirtschaft — Zum okonomischen 
Crundsatzkapital des Cutachtens der "Kom- 
mission fiir wirtschaftlichen und Sozialen 
Wandel” (The Role of the Public Sector in 
the Market Economy — ^A Critique of the 
Principle Economic Chapter of the Report 
of the “Commission for Economic and Social 
Change” in the Federal Republic of Cer- 
many) 

In the actual dispute about the desirable 
level of public activity in the market economy 
of the Federal Republic of Cermany, the 
“Commission for Economic and Social 
Change,” a council for political advisory, rec- 
onunmids an extension of the share of expen- 


diture of the state in Cross National Product 
(in current prices). For financing, the rising 
share increases in taxation are preferred to ad- 
ditional government borrowing. To overcome 
lasting unemployment and to accelerate eco- 
nomic growth, the Commission prefers 
steadily rising government expenditures in 
comparison vrith generally lowering taxes, 
partly by reasons of efficiency with regard to 
stabilization policy, partly on account of gain- 
ing a sufficient supply of public goods and ser- 
vices. Konjunkturpolitik, 1978, 24(5-6), pp. 
291-320 (German). Augsburg, Federal Repub- 
lic of Germany. 

Richard, S. F. — An Arbitrage Model of the 
Term Structure of Interest Rates 
A formula~for the price of default-free dis- 
count bonds of all maturities is found using a 
Black-Scholes type of arbitrage model, which 
is based on the assumption that a portfolio of 
three default-free discount bonds of distinct 
maturities can be managed to be a perfect sub- 
stitute for any other default-free discount 
bond. The formula relates the price of bonds 
to the real rate of interest, the anticipated rate 
of inflation, and the equilibrium prices of inter- 
est rate and inflation risks. Bond prices are 
shown to be the expected value of the sure 
nominal proceeds of the bond discounted to 
the present at a random discount rate. It is 
shown that the unbiased expectations hypothe- 
sis is in general inconsistent with this model. 
/. Finan. Econ., March 1978, 6(1), pp. 33-57. 
Camegie-Mellon University. 

Sarcinelli, M. — Ruolo e limiti della politica 
monetaria: cosa ^ cambiato negli ultimi anni 
(Role and Boundaries of Monetary Policy: 
Changes in Recent Years) 

Insofar as monetary policy is concerned, it 
has no longer been sufficient to influence the 
level of productive activity and, through the 
differentials between domestic and foreign in- 
terest rates, to influence capital movements. 
In practice, monetary policy has also had to 
undertake the task of helping to modify the 
real and financial flows of the economy and, 
to this end, has resorted to further measures 
including, in particular, direct controls on the 
structure of banks' assets. The costs for the 
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banks of diese controls are however such as 
to indicate the desirability of removing the ad- 
ministrative constraints as soon as the condi- 
tions of the economy permit. Bancaria, Sept. 
1978, <3^), pp. 863-438 (Italian). Bank of Italy, 
Rome. 

Saunders, A. — ^The Short-Run Causal Relation- 
ship between U.K. Interest Rates, Share 
Prices and Dividend Yields 
It is argued that it is important for the U.K. 
monetary authorities to identify the causal re- 
lationship between interest rates and share 
prices (yields). Using the Granger-Sims test it 
is found that in the short-run interest rates ap- 
pear to lead share prices (yields) in a positive 
(negative) direction. Moreover it is found that 
these relationships are largely independent of 
inflation and inflationary expectations. It is con- 
cluded that, in the short-run at least, an in- 
crease in interest rates may well have a net 
expansionary effect. A case that is the reverse 
of that normally considered. Scot. J. Polit 
Econ., Feb. 1979, 26{\), pp. 61-71. New York 
University. 

Saving, T. R. — Money Supply Theory with 
Competitively Determined Deposit Rates 
and Activity Charges 

This paper investigates a monetary system 
without a prohibition on interest payments on 
checkable accounts. In such a system the cur- 
rent practices of pricing account activity at less 
than marginal cost would be eliminated. In 
fact, both the levels of interest paid on deposits 
and charges for account activity would be mar- 
ket determined. Using the market equilibrium 
conditions for the transactions and demand de- 
posit markets, a supply of money schedule is 
derived. This money supply schedule is inde- 
pendent of the quantity of total money de- 
manded and accordingly is an appropriate sup- 
ply schedule for use in a macroeconomic 
model. / Money, Credit, Banking, Feb. 1979, 
^Al). PP- 22-31. Texas A&M University, Col- 
lege Station. 

Schulz, H. — Einige Anmerkungen zum inter- 
nationalen Zinszusammenhang fiber den 
EurodoUarmarkt (Some Remarks on the In- 


terdependence of Intemationid Interest 
Rates via the Eurodollar Market) 

Foreign interest rates, espedaUy Eurodollar 
rates, are supposed to determine domestic in- 
terest rates under fixed exchange rates but will 
leave them unaffected under flexiUe exchange 
rates. By using simple regression models, the 
development of short-term interest rates in 
West Germany under fixed exchange rates can 
be explained by several factors working to- 
gether, but Eurodollar rates do not play an 
outstanding role (January 1966-February 
1973). Under flexible exchange rates (April 
1973-October 1976) surprisingly there is no 
explanation without using foreign rates. Here, 
too, the utilization of Eurodollar rates instead 
of any other foreign rate does not lead to a 
better explanation. Jahr. Nationalokon. Sta- 
tist, Oct. 1978, 193(5), pp. 406-26 (German). 
Munster, Federal Republic of Germany. 

312 Commercial Banldng 
Craddy, D. B. and Kyle, R., HI — ^The Simulta- 
neity of Bank Decision-making, Market 
Structure and Bank Performance 
The purpose of this article is to consider the 
effect of the simultaneity of bank decisions on 
empirical studies of market structure and bank 
performance. When banks are viewed as multi- 
product, multifactor firms, hypotheses can be 
formulated about the simultaneous nature of 
bank decision-making and about the junctures 
at which market structure may influence bank 
behavior. The simultaneity question has impor- 
tant implications for the statistical analysis of 
structure-performance links in banking. A si- 
multaneous equation model was specified and 
estimated. The results support the hypothesis 
of the interdependence of banker’s decisions. 
/. Finance, March 1979, 54(1), pp. 1-18. Middle 
Tennessee State University, Murfreesboro. 

Kane, E. J. and Buser, S. A. — Portfolio Diversi- 
fication at Commercial Banks 
Financial firms intermediate not only in issu- 
ing indirect debt, but also in floating common 
stock. For firm-produced diversification to ben- 
efit stockholders, intermediaries must be able 
to build or maintain security portfolios more 
cheaply than their shareholders can on their 
own. We contend that focusing on the i^ 
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ginol ccMts and bmefits of institutional invest- 
ment opportunities can explain differences in 
the number of securities held in real-world 
portfolios. We test this contention empirically 
via a regresrion equation modelling the num- 
ber of distinot issues of Treasury and federal- 
agency debt held in a time series of cross sec- 
tions of large U.S. commercial banks. / Fi- 
nance. March 1979, 5d(l), pp. 19-414. Ohio 
State University, Columbus. 

Richter, R.; McMahon, P. C. and Regier, 
H. J . — ^Determinants of Free Liquid Re- 
serves In West Germany, 1960-1972 
The paper considers the conunercial banks’ 
demand for free liquid reserves. The free liq- 
uid reserves in the West German sense are 
those assets held by the banks that can be con- 
verted at any time into central bank money. 
The dependent variable is the free liquidity 
ratio, and a partial stock adjustment model is 
applied. During a period of inactive 
Bundesbank policy, a profit theory hypothesis 
is supported, and when the Bundesbank 
intervenes actively, support is found for a need 
theory of free liquid reserves. Z, ges. Staat- 
suHss., 1978, 134(4), pp. 686-702. University 
of Saarbriicken, Federal Republic of Germany; 
University of Birmingham, England; Univer- 
sity of Saarbriicken. 

313 Financial Markets 

Bali, R. — Anomalies in Relationships between 
Securities' Yields and Yield-Surrogates 
A literature survey reveals consistent excess 
returns after public announcements of firms’ 
earnings. If the information in publicly-an- 
nounced earnings is a public good, then these 
results seem inconsistent with equilibrium in 
the securities market; public goods, being with- 
out private cost, should earn no private return. 
Alternative explanations of this anomaly are 
considered. The most likely explanation is that 
earnings variables proxy for omitted variables 
or other misspecification effects in the two-pa- 
rameter model; that the measured market 
portfolio is not mean-variance efficient. Similar 
anomalies and explanations apply to other 
“yield-surrogates,” including dividend yields 
a^ Value Line ratings. / Finan. Econ., June/ 
Sc^t. 1978, 6(213), pp. lOS-26. Australian 


Graduate School of Management, University 
of New Soudi Wales, Kensington, Australia. 

Brennan, M. J, and Schwartz, E. S,— Alterna- 
tive Investment Strategies for the Issuers of 
Equity Linked Life Insurance Policies with 
an Asset Value Guarantee 
An earlier paper derived an investment 
strategy for an insurance company, which 
would eliminate the risks associated with the 
sale of equity linked life insurance policies with 
an asset value guarantee. This paper explores 
whether this riskless investment strategy has 
any practical utility, in view both of the impos- 
sibility of effecting continuous portfolio adjust- 
ment and of the costs of making discrete adjust- 
ments. By simulating the returns to issuers of 
these policies under different investment strat- 
egies, it is found that discrete approximations 
to the riskless strategy do indeed reduce con- 
siderably the risk of extreme losses. / Bus., Jan. 
1979, 52(1), pp. 63-93. University of British 
Columbia, Vancouver. 

Charest, G. — Split Information, Stock Returns 
and Market Efficiency-I 
This is the first part of a study about common 
stock returns around split events (part I) and 
dividend change events (part II) as revealed 
in the 1947-67 experience of the New York 
Stock Exchange. Competing estimates of ab- 
normal returns (residuals) are obtained and 
compared. Trading rules, involving fixed and 
variable monthly investments, are tested for 
profitability. Trading triggered by splirpropos- 
als, dividend increases and, in particular, divi- 
dend decreases yields significant residuals and 
would thus point to market inefficiencies. Some 
drifting in the samples’ average risk and re- 
sidual behavior is explained in terms of risk 
measurement and two-factor market model 
characteristics. Residuals hardly change when 
risk adjustment is based on variance of returns 
in lieu of beta. The question is raised that the 
residual approach may at times prove unduly 
refined. Yet a multi-method approach to risk- 
return studies seems advisable because the odd 
behavior found one way can often be fruitfully 
explained or confirmed through comparisons 
with results obtained another way. In part I 
outstanding features are: (1) the stocks’ average 
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excess returns in the three montiis following 
^t proposals di£Ber from zero but the anomaly 
hinges on &e results for a rather short time 
sub-period; (2) numerous pitfoUs in measuring 
and interpreting stocks’ residuals are brought 
into light. Part II is the subject of a companion 
article in this issue of the Journal. / Finan. 
£con., June/Sept. 1978, 6(2/3), pp. 265-96, La- 
val University, Quebec City. 

Chiras, D. P. and Manaster, S. — ^The Informa- 
tion Content of Option Prices and a Test 
of Market Efficiency 

The Black-Scholes option pricing model, as 
generalized for dividend payments by R. C. 
Merton, is used to calculate implied variances 
of future stock returns. These variances are 
found to be better predictors of future stock 
return variances than those obtained from his- 
toric stock price data. A trading strategy is de- 
veloped that exploits the informational content 
of the implied variances. The trading strategy, 
contrary to the efficient market hypothesis, 
produces abnormally high returns. J. Finan. 
Econ., June/Sept. 1978, 6(2/3), pp. 213-34. 
University of Florida, Gainesville. 

Cox, J. C.; Ingersoll, J. E., Jr. and Ross, S. A. — 
Duration and the Measurement of Basis Risk 
This paper criticizes the traditional mea- 
sures of duration in their role of the measure- 
ment of basis risk. Using the methodology of 
continuous-time difiusion models, a theoreti- 
cally superior measure of basis risk is proposed 
instead. The properties of this new measure 
are discussed and compared to those of the 
traditional measures for a specific example. / 
6us., Jan. 1979, 52(1), pp. 51-61, Stanford Uni- 
versity; University of Chicago; Yale University. 

Ederington, L. H. — ^The Hedging Performance 
of the New Futures Markets 
In this paper the relatively new futures mar- 
kets in Giimie Mae Pass-Through Certificates 
and in Treasury Bills are evaluated as instru- 
ments for hedging portfolios of these securities 
against fluctuations in market value. A measure 
of hedging effectiveness is derived from the 
hedging models of L. L. Johnson and J. L. Stein, 
and is applied to biweekly and monthly data 
for the January 1976-December 1977 period. 


For comparison purposes, the wheat and corn 
futures are evaluated in the same manner. / 
Finance. March 1979, 34(1), i^. 157-70. Geor- 
gia State University, Atlanta. 

Galai, D,— Empirical Tests of Boundary Condi- 
tions for CBOE Options 
In this paper the bwer boundary conditions 
for traded options are derived and subjected 
to empirical testing. Two hypotheses are for- 
mulated based on the theoretical conditions 
and tested on data on call options traded on 
the Chicago Board Options Exchange. 'Hie first 
hypothesis argues that the stock and options 
markets are well synchronized so that simulta- 
neous closing prices are within the theoretical 
boundaries. The evidence in the ex post test 
is inconsistent with this hypothesis. The second 
hypothesis claims the markets to be efficient. 
The tests are directed toward the question 
whether arbitrage profits could actually have 
been made on the Exchange by exploiting the 
violations of the dominance condition. The 
tests, carried out as ex ante tests, indicate that 
positive profits could have been exploited on 
the average, but the magnitude of the aver- 
age was small relative to the dispersion of 
the yields. / Finan. Econ., June/Sept. 1978, 
6(213), pp. 187-211. 'rhe Hebrew University, 
Jerusalem. 

Carbade, K. D.; Pomrenze, J. L. and Silber, 
W. L. — On the Information Content of 
Prices 

This paper presented empirical tests of the 
proposition that prices contain information. 
Our particular application considered the spe- 
cial case of whether securities dealers acquire 
valuable information from observation of the 
reservation purchase and sale prices of their 
competitors, and whether they are led to 
change their own quotations as a function of 
those observations. To test the hypothesis we 
developed a unique data base from a market 
where the process of acquiring new informa- 
tion may be modelled as a discrete search phe- 
nomenon. Our results lead us to reject the hy- 
potheses that observed prices convey no 
information and that the mean observed price 
contains all information. Dealers do acquire 
new information from their competitors, but 



Jouftidl of Economic Litemtute 


1320 

tl»y do not ooniistently treat their own in- 
formation ai redundant after obtaining their 
competiton’ prices- We are also led to reject 
the hypothesis that the mean observed price 
conveys all information even in the special case 
where all observations are identical. Amer. 
Boon. Rev., March 1979, 69(1). pp. 50-59. New 
York University; Bankers Trust (Company; New 
York University. 

Carman, M. B,— The Pricing of Supershares 

Hje new “supershare” securities proposed 
by N. Hakansson (1977, 1976) are subject to 
the same sort of riskless-hedge combinations 
as are other forms of secondary securities such 
as stock options. In consequence, the prices 
of supershares must, even in the absence of 
distributional assumptions, obey certain pric- 
ing relationships with each other and with the 
underlying primary security. When the pri- 
mary security is assumed, in addition, to follow 
a geometric Brownian motion process, exact 
supershare valuation formulas of the Black- 
Scholes (1973) type are obtained. The “hedge 
portfolio algebra” of Carman (1976) is em- 
ployed to make the analysis concise. J. Finan. 
Boon., March 1978, 6(1), pp. 3-10. University 
of California, Berkeley. 

• 

Hamilton, J. L. — Marketplace Fragmentation, 

Competition, and the Efficiency of the Stock 

Exchange 

Off-board trading of listed stocks potentially 
has two opposite effects: (1) it could increase 
competition for the exchange specialist or (2) 
it could reduce the efficiency of the exchange 
by fragmenting the trading volume among sev- 
eral marketplaces. The empirical estimates re- 
ported in this paper show that competition 
tends to reduce the specialist bid-ask spreads 
and the daily stock returns variances by more 
than fragmentation tends to increase them. 
Equally important, since neither effect is large, 
off-board trading seems to have limited policy 
importance. Econometric models of the deter- 
minants of bid-ask spreads and daily stock re- 
turns variances estimate the effects. J. Finance, 
March 1979, 34(1), pp. 171-67. Wayne State 
University, Detroit. 

Hilliard, J. E*— The Relationship between 
Equity Indices on World Exchanges 


Studies of world capital market efficiency 
have typically focused on the merits of diversi- 
fication, the co-movement of equity prices, or 
the lead-lag relationship among market in- 
dices. This paper uses cross-spectral analysis 
of monthly data to investigate the lead-lag 
structure among equity indices during the pe- 
riod surroimding the OPEC embargo. Find- 
ings indicate that “intra-continental” markets 
are closely coupled with no significant real- 
time lag. With some exceptions, “inter-conti- 
nental” markets do not appear to be closely 
related. / /Vnance, March 1979, 34(1), pp. 103- 
14. University of Georgia, Athens. 

Manaster, S. — Real and Nominal Efficient Sets 

This paper proves that the real and nominal 
efficient sets are either identical or disjoint. If 
they are identical, the expected return and risk 
of any asset is uniquely determined by the co- 
variance of its rate of return with the inflation 
rate. If the two efficient sets are disjoint, the 
traditional capital asset pricing model (CAPM) 
cannot be correct on a real and nominal basis 
simultaneously. Therefore if one accepts the 
CAPM on a nominal basis, he must reject it 
on a real basis or accept some very strong and 
counterintuitive statements regarding the im- 
portance of inflation in the capital market. J. 
Finance, March 1979, 34(1), pp. 93-102. Uni- 
versity of Florida, Gainesville. 

Rutledge, D. J. S. — Estimation of Hedging and 

Speculative Positions in Futures Markets; An 

Alternative Approach 

Estimation of hedging and speculative com- 
mitments in futures markets is necessary to 
enable the commercial value of these markets 
to be assessed and also to facilitate analysis of 
the price effects, if any, of speculative behav- 
ior. Published data provide these figures for 
large traders only. This paper provides a tech- 
nique for allocating the non-reporting posi- 
tions into their hedging, speculative, and 
spreading components, making use of statisti- 
cal methods for allocating a predetermined ag- 
gregate. This technique is shown to yield im- 
proved estimates of traders’ commitments 
over those previously available. Food Res. Inst. 
Stud., 1977-78, 16(3), pp. 205-11. Macquarie 
University, Sydney, New South Wales. 
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Thompttm, R^The Information Content of 
Discounts and Premiums on Qosed-End 
Fund Shares 

This paper investigates the extent to which 
discounts and premiums provide information 
about future expected rates of return on 
closed-end investment company shares. It is 
found that discounted fund shares, adjusted for 
risk, tended to outperform the market in the 
period 1940 to 1975. Funds selling at a pre- 
mium appear to have been bad investments 
over the same time period. On the basis of 
these results it is argued that the two-parame- 
ter capital asset-pricing model does not de- 
scribe the return generating process of closed- 
end funds. Other potential areas to search for 
breakdowns in two-parameter pricing are sug- 
gested. J. Finan. Econ., June/Sept. 1978, 6(2/ 
3), pp. 151-86. Camegie-Mellon University. 

Watts, R. L. — Systematic ‘Abnormal’ Returns 
after Quarterly Earnings Announcements 
Numerous studies observe abnormal returns 
after the announcement of quarterly earnings. 
R. Ball (1978) suggests those returns are not 
evidence of market inefficiency, but instead 
are due to deficiencies in the capital asset-pric- 
ing model. This paper tests whether abnormal 
returns are observed when steps are taken to 
reduce the effect of deficiencies in the capital 
asset-pricing model. Significant abnormal re- 
turns are observed, but do not cover the trans- 
actions costs unless one can avoid direct trans- 
actions costs {e.g., a broker). The paper also 
investigates whether those abnormal returns 
can be attributed to a deficiency in the capital 
asset-pricing model. The conclusion is they 
cannot. / Finan. ^con., June/Sept. 1978, 6(2/ 
3), pp. 127-50. University of Rochester, Roch- 
ester, New York. 

320 Fiscal Theory and Policy; Public 
Finance 

321 Fiscal Theory and Policy 
Chan, K. S. — A Behavioral Model of Bureau- 
cracy 

This paper develops a static behavioral 
model of bureaucrats and voters. The concept 
of a “social contract curve” between voters and 
bureaucrats (with taxation on one axis and gov- 
ernment service on the other) is introduced. 


A set (very general) sufficient conditioiis for 
the growth of bureaucracy are derived and dis- 
cussed in the paper. Southern Econ. /., April 
1979, 45i,4t), pp. 1188-94. Saint Mary’s Univer- 
sity, Halifax, Nova Scotia. 

Cordes, J. J. and Weisbrod, BI A.--Govem- 
mental Behavior in Response to Compensa- 
tion Requirements 

The amount of compensation paid to those 
harmed by public activities is thought to influ- 
ence mainly the distributional consequences 
of public programs. This paper uses a simple 
model of bureau behavior to examine the 
response of a public agency to changes in 
compensation requirements. Under some 
circumstances, changes in compensation re- 
quirements will induce agencies to change 
both the level and mix of public output. Tests 
of these predictions using data on U.S. highway 
construction suggest that the presence of com- 
pensation requirements can affect the real out- 
put decisions of public agencies and not simply 
the distributional consequences of their deci- 
sions. /. Public Econ., Feb. 1979, 11{1), pp. 47- 
58. George Washington University, Washing- 
ton, D.C. 

Fellingham, J. C. and Wolfson, M. A. — ^The 
Effects of Alternative Income Tax Structures 
on Risk Taking in Capital Markets 
This paper investigates the effects of propor- 
tional and progressive taxes on investor de- 
mand for capital assets. Investors who are oth- 
erwise indifferent to fair gambles are shown 
to require a risk premium to induce them to 
hold risky assets when returns are subject to 
progressive taxes. Risk-neutral investors would 
find it optimal to hold diversified portfolios, 
since this maximizes expected after-tax re- 
turns. When investors are risk-averse to begin 
with, the paper shows that for an important 
special case, the demand for risky assets de- 
creases in the face of a progressive tax, whereas 
proportional taxes increase the desirability of 
holding risky investments. Nat. Tax /., Dec. 
1978, 31(A), pp. 339-47. University of Texas, 
Austin; Stanford University. 

Guesnerie, R. — Financing Public Goods with 
Commodity Taxes; The Tax Reform View- 
point 
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Thij article coniiderj an economy in which 
there is one public good financed by me^ 
of commodity taxes (lump sum transfers being 
not available). The first part of the paper is 
devoted to the study of tax equilibria. Sufficient 
conditions for the existence of an equilibrium 
with respect to a given tax system are given. 
When the tax system is modified, the structure 
of the corresponding set of tax equilibria is ana- 
lyzed, and continuity properties of equilibria 
(with respect to the tax system) are stated. In 
the second part, attention is focused on the 
Pareto ranking of tax equilibria. In a given 
equilibrium, the directions of policy tools 
changes for a Pareto improvement (if any) are 
characterized. The “size" of the set of sec- 
ond best Pareto optima in the set of tax equi- 
libria is evaluated. Econometrica, March 1979, 
4A%, pp. 393-421. CEPREMAP and CNRS, 
Paris. 

Holcombe, R. G. — Public Choice and Public 

Spending 

The median voter model, which is central 
to much of the public finance — public choice 
literature, predicts that under a system of ma- 
jority rule, the alternative most preferred by 
the median voter will be chosen. This article 
demonstrates that when tax shares can be pro- 
posed as a part of a political platform, the party 
preferring a relatively high level of expendi- 
tures will have an advantage in winning elec- 
tions. Furthermore, the level of government 
expenditures will be higher than if tax shares 
could not be included as a part of political plat- 
forms. After deriving this conclusion, the paper 
explores some implications of the finding. Nat. 
Tax Dec. 1978, 5/(4), pp. 373-83. Auburn 
University, Alabama. 

Lloyd, P. J. — Wage Indexation: The Treatment 
of Public Sector Taxes and Goods 
This paper considers the problem of con- 
structing an index, in the presence of a large 
public sector, which will indicate whether any 
a4|ustment to* wages or other payments to 
households in one situation will leave the hou- 
seholds better or worse off than in some previ- 
ous, situation with a different set of prices. This 
index is an extension of the true price index. 
The paper also proposes an index of the afford- 


able wages with which the first index should 
be compared. Econ. Rec., August 1978, 5d[146), 
pp. 182-94. Australian National University, 
(lianberra. 

Longo, C. A. — ^Tax Coordination under Benefit 

Taxation 

A standard result that emerged from the lit- 
erature on international tax harmonization is 
that changes in the principle of border tax ad- 
justments do not have, in the long nm, alloca- 
tive effects on the trade flow of the countries 
involved, provided that taxes are truly general, 
factors of production are immobile between 
countries, and international trade is balanced. 
In this paper we show that dropping the as- 
sumption that international trade is balanced, 
the choice ofT>order tax adjustments may be- 
come dependent on both the benefits of public 
expenditures as between consumers and pro- 
ducers, and the tax-induced change in absolute 
price level. By introducing the expenditure 
side of the public budget we propose here a 
set of rules that can be used to define a neutral 
system of interjurisdictional tax coordination, 
as it applies to product taxation. Nat. Tax /, 
Dec. 1978, 5/(4), pp. 385-89. Fundagdo Insti- 
tute de Pesquisas Econdmicas, S&o Paulo. 

Mathews, R. — Federal Balance and Economic 

Stability 

The paper examines the concepts of and the 
conditions for vertical and horizontal fiscal bal- 
ance in a federal system, with special reference 
to intergovernmental grants arrangements 
and the effects of open-ended settlements on 
the stability of the system. The notions of verti- 
cal balance, horizontal balance, and open-end- 
edness are then applied to other aspects of eco- 
nomic policy, in particular the formulation of 
budgetary policy by a single government and 
the settlement of wage claims. It is suggested 
that economic instability in Australia during 
recent years has been associated with two 
forms of horizontal imbalance, resulting from 
institutional factors that have encouraged 
open-endedness in the process of determining 
budget priorities on the one hand and open- 
endedness in wage bargaining on the other. 
Econ. Rec., August 1978, 54(146), pp. 170-81. 
Australian National University, Canberra. 
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323 National Taxation and Subudka 
Giertz, J. F. and Sullivan, D. H. — ^Housing Ten- 
ure and Horizontal Equity 
While the differential treatment of home- 
owners as compared to renters under the fed- 
eral income tax laws is recognized as a source 
of horizontal inequity, die exact nature of this 
inequity has been spelled out only for the situa- 
tion where both the owner and renter itemize 
their deductions. In this paper, we present a 
more complete analysis of the problem taking 
explicit account of the availability of the stan- 
dard deduction. In addition, the less frequently 
analyzed problem of equity among homeown- 
ers in the treatment of housing vs. non-housing 
assets is examined. The paper concludes with 
an analysis of the horizontal equity effects of 
certain proposed “reforms.” Nat Tax ]., Dec. 
1978, 5/(4), pp. 329-38. Miami University, Ox- 
ford, Ohio. 

Hamermesh, D. S. — New Estimates of the Inci- 
dence of the Payroll Tax 
This study takes a new approach to empirical 
examination of tax incidence, basing the em- 
pirical work on equations describing individu- 
als’ earnings. The data are for 1973 from the 
Panel Study of Income Dynamics; they cover 
587 male workers; and the presence of data 
for these men for 1967-1972 enables us to esti- 
mate the time path of shifting. The shifting 
process is fairly rapid; nearly 80 percent of that 
part of the tax that is shifted is done within 
one year of its imposition. The results show 
that little more than one-third of the employ- 
er’s old-age, survivors, disability, and health in- 
surance (OASDHI) contribution is shifted back 
onto labor. The rest is either passed on to con- 
sumers or borne entirely by owners of capital. 
Southern Econ. /, April 1979, 45{A), pp. 1208- 
19. Michigan State University, Ekst Lansing. 

McLure, C. E., Jr. — A Status Report on Tax 
Integration in the United States 
Recent years have seen considerable interest 
in the integration of the corporate and per- 
sonal income taxes. Full integration, under 
which corporate-source income would be 
ta.xed only to shareholders, has significant eco- 
nomic advantages, but it suffers from severe 
practical difficulties. Some but not all of its ad- 


vantages could be realized through dividend 
relief. Alterrwtive means of providing dividend 
relief include a deduction fox dividends paid, 
application of a lower corporate rate to distrib- 
ute income than to retained earnings, and 
allowing > shareholders a diiddend-received 
credit for corporate taxes imputed to have 
been paid on their behalf. ’The proper treat- 
ment of tax preferences and international flows 
of corporate-source income raise important is- 
sues of tax administration and public policy. 
It is necessary, for example, to decide whether 
tax preferences are to be passed through to 
shareholders or nullified when preference in- 
come is distributed. Beyond that, “stacking 
rules” are required for the presumptive alloca- 
tion of dividends between preference and tax- 
able income. Further research on both eco- 
nomic effects and administrative feasibility is 
necessary for an adequate appraisal of integra- 
tion. Nat. Tax /, Dec. 1978, 3/(4), pp. 313- 
28. National Bureau of Economic Research, 
London. 

324 State and Local Government Finance 
Pack, H. and Pack, J. R. — ^Metropolitan Frag- 
mentation and Local Public Expenditmes 
Household demands for public goods are es- 
timated and used to test three hypotheses; (1) 
the Tiebout hypothesis, which implies that all 
households within a community have similar 
demands for publicly provided goods, which 
in turn reflects the absence of variation in the 
underlying income and house prices within the 
community; (2) the Lindahl model, which sug- 
gests that communities consist of household 
with similar public goods demands despite 
variations in their income or tax prices; and 
(3) strategic fiscal behavior in which households 
attempt to form communities such that intra- 
community redistribution is avoided. Very 
wide variation in demands for public goods is 
found within communities. There is also evi- 
dence that despite substantial income hetero- 
geneity, there is some effort to reduce intra- 
community redistribution. Nat Tax /, Dec. 
1978, 3/(4), pp. 349-62. Swarthmore College; 
University of Pennsylvania. 

400 International Economics 

Ohlin, B. — 1933 and 1977 — Some Expansion 
Policy Problems in Cases of Unbalanced Do- 
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and International Economic Rela- 

tioni 

This is a reprint of Bertil Ohlin’s Nobel Me- 
morial Lecture, reproduced with the permis- 
sion of the Nobel Foundation. The lecture con- 
siders two cases of serious international 
depressions in countries with an essential ori- 
entatitm towards a market economy: in the first 
half of the 1930’s and in the middle of the 
1970's. Ohlin discusses Keynesian and Stock- 
holm models for expansion of output and 
employment, the relative size of inflation 
and of production growth when national in- 
come in monetary terms is expanded, and the 
results of insufficient adaptations of interiw- 
tional cost relations. Scand. J. Econ., 1978, 
80{A), pp. 360-74. Stockholm. 

410 International Trade Theory 
411 International Trade Theory 
Anderson, J. E. — A Theoretical Foundation for 
the Gravity Equation 

The gravity equation is a great example of 
successful measurement without theory. This 
paper builds a foundation in economic theory 
for a gravity-type approach to modelling com- 
modity flows. The gravity equation is derived 
from an expenditure system. Use of the gravity 
equation in estimation is shown to have effi- 
ciency properties at a possible cost of bias. Fi- 
nally, the expenditure system explanation for 
the gravity model suggests modifications in 
specification and estimation. Amer. Econ. Rev., 
March, 1979, 69(1), pp. 106-16. Boston Col- 
lege, Chestnut Hill, Massachusetts. 

Das, S. P. and Lee, S.-D. — On the Theory of 
International Trade with Capital Mobility 
The objective of this paper is to reconsider 
stability of equilibrium and the implications 
of a change in tariffs in a two-country model 
of trade and capital mobility, using a general- 
ized two-sector, three-factor model instead of 
the Heckscher-Ohlin model traditionally used. 
Also, we analyze the "true” dynamic stability 
as compared to the "imperfect” stability exam- 
ined in Kemp’s text. In contrast to M. C. 
Kemp’s analysis, we have been able to obtain 
precise qualitative statements for both the 
questions of stal^ty and effects of a change 
in tariffs. Int. Econ. Rev., Feb. 1979, 20{\), pp. 


119 - 32 . University of Wisconsin, Milwaukee; 

Southern Methodirt University, Dallas. 

Ethier, W.— Internationally Decreasing Costs 
and World Trade 

This paper seeks to reformulate the existing 
theory of international trade and increasing 
retiums by arguing that such returns depend 
upon the size of the world market rather than 
national output. The result is the disappear- 
ance of the tendency towards interindustry 
specialization and multiple equilibrium and 
the emergence of a theory of trade in interme- 
diate goods. A new analytical tool — the alloca- 
tion curve — ^is developed for this context. J. Int. 
Econ., Feb. 1979, 9(1), pp. 1-24. University of 
Pennsylvania. 

Falvey, R. E. — ^Trade Policies and Industrialisa- 
tion 

In this paper, the three commodity model 
of F. H. Gruen and W. M. Corden is used to 
examine the effects of import restriction poli- 
cies designed to promote industrial develop- 
ment. It is shown, that under circumstances 
which might reasonably be expected to exist 
in developing economies, such policies will 
likely appear successful in the short run, but 
may fail in the long run if the import-compet- 
ing sector’s expansion is largely achieved by 
the diversion of resources from an infant man- 
ufacturing sector producing exportables. An 
export subsidy is the more appropriate policy 
under these circumstances. Econ. Rec., August 
1978, 54(146), pp. 256-60. Tulane University, 
New Orleans, Louisiana. 

Fishelson, C. and Hillman, A. — ^Domestic Mo- 
nopoly and Redundant 'Tariff Protection 
This paper examines the redimdancy of tariff 
protection when there is a single domestic 
monopolist producer. The cases where the 
monopolist exports in free trade and where 
he confronts import competition are distin- 
guished, and a general rule characterizing 
water-in-the-tariff in protected equilibrium is 
derived. J. Int. Econ., Feb. 1979, 9(1), pp. 47- 
55. Tel-Aviv University, Ramat-Aviv. 

Hartwick, J. M. — Distribution of World In- 
come in the Ricardo-Mill Model of Interna- 
tional Trade 
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Selected Abstracts 


Chtngei in tiie distr&ution of world income 
tnd in relative per capita welfare in response 
to exogenous changes in country size are inves- 
tigated in a two-country, many commodity, Bi- 
cardo-Mill model of international trade. This 
inquiry was opened by R. Dombusch, S. 
Fisher, and Paul Samuelson for the case of a 
continuum of commodities. Attention here is 
focused on the two and diree commodity cases 
and how the production possibility set changes 
as conunodities becomes neighbors in the con- 
tinuum. / Int. Earn., Feb. 1979, 9(1), pp. 117- 
26. Queen’s University, Kingston, Ontario. 

Jaichow, H.-J. and MSller, H. — Bestimmungs- 
griinde der Zentralbankgeldmenge und 
Steuenmgsmoglichkeiten: Fine theoretische 
imd Skonometrische Analyse fur die Bundes- 
republik (The Determinants of the “Zentral- 
bankgeldmenge” and Ways and Means of Its 
Control: A 'Theoretical and Econometric 
Analysis for the Federal Republic of Ger- 
many) 

Since 1975 the Deutsche Bundesbank has 
fixed the rate of increase for the “Zentral- 
bankgeldmenge. ” Besides considering the de- 
mand for central bank money, we particularly 
examine the influence of a so-called “modified 
basis,” which is closely related to the concept 
of the Bundesbank “Zentralbankgeldschaf- 
fung und Liquiditatsreserven. ” An economet- 
ric analysis for the period January 1968 to July 
1977 shows that the “Zentralbankgeldmenge, ” 
besides depending on interest and income ef- 
fects, is strongly influenced by clearly preceed- 
ing values of the “modified basis.” This suggests 
that the “Zentralbankgeldmenge” can be con- 
trolled by using the “modified basis” as a short- 
term target. Jahr. Nationaldkon. Statist., Au- 
gust 1978, 799(4), pp. 308-27 (German). Got- 
tingen, Federal Republic of Germany. 

Johnson, R. R. — ^The EflEect of Variation in For- 
eign Production on Domestic Factor Prices 
In this article, the efiiects of random versus 
nonrandom foreign production on the average 
commodity price ratio and on average domes- 
tic Rictor prices are examined within the con- 
text of the Heckscher-Ohlin framework. It is 
shown that the average price ratio is changed 
when production is random. Thus, the condi- 


tion derivedby Murray C. Kemp as^ CbuWn 
Kbang (Journal of International Economics, 
1975, 5, pp. 255-61) for expected factor prices 
to be changed when the commodity price ratio 
is random, must be altered in i|jCcordance with 
die Stolper-Samuelson theorem.,/ Int. Econ., 
Feb. 1979, 9(1), pp. 81-87. University of San 
Diego. 

Murray, T.j Schmidt, W. and Walter, 1. — Alter- 
native Forms of Protection against Market 
Disruption. 

Increasingly, voluntary export restraints 
(VER’s), orderly marketing arrangements 
(OMA’s), and other forms of restrictions imple- 
mented under duress by exporting countries 
are supplanting explicit trade barriers imposed 
by importing nations. Textiles, footwear, con- 
sumer electronics and steel are some of the 
product groups affected in recent years. It is 
frequently alleged that such “voluntary” con- 
trols are less trade-restrictive than outright 
quotas imposed on imports. This paper shows 
that, if export licenses are themselves tradable 
and subject to monopolization, precisely the 
opposite will tend to be the case. Even greater 
restrictiveness may occur when multiple prod- 
ucts are covered by a single OMA or VER. 
Kyklos, 1978, 97(4), pp. 624-37. University of 
Arkansas, Fayetteville; Virginia Polytechnic 
Institute and State University, Blacksburg; 
New York University. 

Neary, J. P. — Capital Subsidies and Employ- 
ment in an Open Economy 
This paper examines the effect of a sector- 
specific capital subsidy on (a) employment in 
the subsidized sector, (b) the capital-labor ratio 
in the subsidized sector, and (c) the level of 
employment in the economy as a whole. These 
questions are examined in the light of recent 
work on the positive theory of factor market 
distortions, and that theory is extended to allow 
for intersectoral capital immobility and vari- 
able aggregate factor supplies. Some consider- 
ation is also given to the by-product distortion 
costs of financing the subsidy, and to the wel- 
fare implications of the use of such measures 
to generate employment. Oxford Econ. Pap., 
Nov. 1978, 99(3), pp. 334-56. Nuffield CoUege, 
University of Oxford. 
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Sdunitt-iUnk, G.— Cber Neo-Ricardianiscbe 
Aufaenhandelamodelle (On Neo-Hlcardian 
Modeb of Internationai Trade) 

According to some Neo-Ricardian authors, 
die international division of labor is considered 
advantageous if in the case of specialization 
per capita, consumption is higher than in the 
case of autarky, the rate of growth being given. 
The international specialization could (1) in- 
crease per capita consumption in both coun- 
tries even if they apply the same fixed coeffi- 
cient technique and (2) decrease per capita 
consumption in both countries provided they 
use different techniques before and after spe- 
cialization. The first of these propositions is, 
however, wrong, and the second proposition 
is correct only in the context of neoclassical 
rather than Neo-Ricardian assumptions. Jahr. 
Nationaldkon. Statist, August 1978, 1 93(A), pp. 
328-40 (German). Bochum, Federal Republic 
of Germany. 

Sohweinberger, A. G. — ^The Theory of Factor 
Price Differentials: The Case of Constant Ab- 
solute Differentials 

Making use of the concept of a weakly 
bowed-out upper boundary of the transforma- 
tion set, the paper shows that if differentials 
are absolute exogenous factor price differ- 
ences, the generally agnostic conclusions of the 
literature, with regard to the ceteris paribus 
own supply responses and the effects of 
changes in differentials on employment levels 
of factors, are no longer justified. The implica- 
tions of these results for the normative theory 
of factor price differentials and the relationship 
between the theory of factor immobility and 
factor price differentials are also analyzed. / 
Int. Econ., Feb. 1979, 9(1), pp. 95-115. Univer- 
sity of Western Australia, Nedlands. 

Seton, F. — Devaluation Packages in Small 
Countries 

Devaluation-induced price rises in the 
traded goods sectors of a small country may 
be counteracted either by a policy of holding 
money wages steady or by attempts to stabilize 
thegndce level of non-traded goods. If full em- 
I^oyment is maintained, the effects of either 
policy on the balance of trade are found to 
be oloaely linked to the relative labor-intensi- 


ties of the traded- and non-traded goods sec- 
tors. The paper formalizes the verbal parts of 
an article by Ronald Jones and W. Max Corden 
in the Canadian Journal of £bonoinfor (Febru- 
ary 1976) and seeks to throw light on certain 
paradoxical conclusions that seem to flow ftom 
it. In the process the analysis reveals itself as 
a special case of the familiar dependence be- 
tween relative product- and factor prices asso- 
ciated with the names of Heckscher-Ohlin and 
Stolper-Samuelson. /. Post Keynesian Econ., 
Winter 1978-79, 7(2), pp. 100-112. Nuffield 
College, University of Oxford. 

420 Trade Relations; Commercial Poucy; 

IlNTERNATIONAL ECONOMIC 

Integration 

Weisskoff, R. — ^Trade, Protection and Import 

Elasticities for Brazil 

This study aligns pieces of the complicated 
protective structure for Brazil from 1953 to 
1970, a period of fluctuating multiple exchange 
rates and tariff variations. The author makes 
four contributions by: (1) Tracing annual tariff 
and exchange rate changes for 463 commodi- 
ties in 9 use classes; (2) constructing a compre- 
hensive index for import prices, tariffs, and ex- 
change rates relative to domestic prices; (3) 
estimating price, income, and time elasticities 
of import demand, the last variable capturing 
the effects of import substitution or depen- 
dency for each use class; (4) including a dummy 
variable for the military dictatorship. Rev. 
Econ. Statist, Feb. 1979, 67(1), pp. 58-66. Iowa 
State University, Ames. 

421 Trade Relations 

Abbott, P. C. — Modeling International Grain 

Trade with Government Controlled Markets 

Government interventions have a pervasive 
impact on international grain trade; yet, mod- 
els of the trade treat the role of govermnent 
as an exogenous influence. A model endogeniz- 
ing government is presented as an alternative 
to spatial equilibrium trade models. That 
model also is used to interpret parameters in 
a net import demand model and to argue that 
the effect of international prices and pro- 
duction on trade often will be smaller than 
what is derived from domestic supply and de- 
mand equations. Econometric evidence sup- 
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porting that contention is presented for trade 
in wheat and feed grains by 33 countries. 
Amer. J. Agr. Eoon., Fdi. 1979, <S/(1), pp. 22- 
31. Northeastern University, Boston. 

Appelbaum, E. and Kohli, U. R. — Canada- 
United States Trade: Tests for the Small- 
Open-Economy Hypothesis 
Most studies in international trade assume 
price-taking behavior in external markets 
(small-open-economy hypothesis). Little is 
known, however, about the extent to which 
an open economy is indeed small. This paper 
sets out a procedure to test this hypothesis by 
allowing for noncompetitive markets. If com- 
petitive behavior is rejected in an external 
market, the small-open-economy hypothesis 
must be rejected as well. In the case of Canada 
in its trade with the United States, we find 
that departures from competitive behavior are 
significant in the export market and insignifi- 
cant in the import market. Can. J. Econ., Feb. 
1979, 75(1), pp. 1-14. University of Western 
Ontario, London, Canada; University of Lau- 
saime, Switzerland. 

Baldwin, R. E. — Determinants of Trade and 
Foreign Investment: Further Evidence 
On the basis of an investigation of the com- 
modity trade patterns of some 30 countries, 
using U.S., EEC, and Japanese capital/labor 
ratios and interindustry relationships, it ap- 
pears that the so-caUed Leontief paradox is not 
simply a U.S. phenomenon. Other industry 
characteristics besides capital /labor ratios are 
also used to explain the commodity compo- 
sition of these countries’ trade. In addition, var- 
ious industry characteristics are related to the 
relative importance of direct foreign invest- 
ment by different U.S. industries. The results 
of this analysis generally conform to exp)ecta- 
tions. Rev. Econ. Statist, Feb. 1979, 6H\), pp. 
40-48. University of Wisconsin-Madison. 

Prewo, W. — Determinants of the Trade Pat- 
tern among OECD Countries from 1958 to 
1974 

This study examines structural changes in 
the pattern of bilateral trade flows in a multi- 
country trade network. The theoretical specifi- 
cation includes supply and demand conditions 


and trade resistance factors as determinants 
of bilateral trade flows. TYanqxnt costs are in- 
corporated into the analysis through an errois- 
in-variables specification. The elasticities of 
trade flows with respect to supply, demand, 
and trade resistance factors are estimated from 
yearly cross-section data for OECD countries 
for the period from 1958 to 1974. Ihe effects 
of supply and demand conditions on trade 
flows remain stable, while the effects of trade 
resistance factors exhibit interesting variations. 
Jahr. NationalSkon. Statist, August 1978, 
193(4), pp. 341-58. University of Texas, Austin. 

Stem, R. M.; Baum, C. F. and Greene, M. N. — 
Evidence on Structural Change in the De- 
mand for Aggregate U.S. Imports and Ex- 
ports 

Earlier work on U.S. import demand sug- 
gests that structural change may have occurred 
sometime in the mid-1960’s. Since this evi- 
dence was based upon a somewhat arbitrary 
splitting of the sample period, the dating of 
change is uncertain. In this paper, we investi- 
gate the question of structural change for both 
U.S. imports and exports, usmg a procedure 
that lets the data determine if and when struc- 
tural change may have occurred. We find weak 
evidence of structural change for imports m 
the mid-to-late 1960’s and much stronger evi- 
dence in 1972.1 and thereafter. There is no 
evidence of structural change for exports. J. 
Polit Econ., Feb. 1979, S7(l), pp. 179-92. Uni- 
versity of Michigan, Ann Arbor; Boston Col- 
lege; University of Michigan, Ann Arbor. 

422 Commemal Policy 

Meade, J. — A Strategy for Commodity Policy 
'This paper outlines a possible structure of 
conunodity policies based upon a combination 
of buffer stock schemes, price-compensation 
schemes, and compensatory finance for the 
balance of payments of developing countries. 
It excludes the use of simple price-mamte- 
nance or restriction schemes, arguing for a bar- 
gain between the developed and the develop- 
ing countries under which the latter exclu^ 
the use of such schemes in return for freedom 
of entry of their products (whether foodstuffs, 
raw materials, or manufactures) into the devel- 
oped countries. Possible measures for the fi- 
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r^anrtt of the scbemes are outlined. Scand. J. 
Earn., 1978, 80(4), pp. 349-59. Cambridge. 
England. 

Tarr, D. G.— Cyclical Dumping: The Case of 

Steel Products 

Recently a number of studies have argued 
that forei^ steel manufacturers use their ex- 
port prices in relation to their domestic prices 
to smooth out fluctuations in home market de- 
mand. This phenomenon is called cyclical 
dumping. It is shown that the price discrimi- 
nating monopolist model explains dumping, 
but its predictions with respect to cyclical 
dumping are ambiguous. Tests are performed 
for the United States, Japan, and the European 
Community for each of three representative 
steel products. At conventional significance 
levels, the cyclical dumping hypothesis is re- 
jected in all cases. J. Int. Econ., Feb. 1979, 9(1), 
pp. 57-63. Federal Trade Commission, Wash- 
ington, D.C. 

423 Economic Integration 

Collier, P. — ^The Welfare Effects of Customs 

Union: An Anatomy 

The paper offers a critique of the orthodox 
analysis of the welfare effects of customs union 
and proposes a new taxonomy, retaining the 
standard neoclassical h’amework. The critique 
centers upon the level of aggregation of com- 
modities. It is shown that results are highly 
sensitive to different levels of aggregation and 
that the conventional two or three good mod- 
els must be rejected, since five aggregates are 
required to capture all welfare effects. The tra- 
ditional concepts of trade creation and diver- 
sion are shown to be inapplicable in such a 
model, and a new classification is suggested. 
Econj., March 1979, 99(353), pp. 84-95. Insti- 
tute of Economics and Statistics, University of 
Oxford. 

fovias, A. — Effets de I’int^gration 6conomique 
dans un pays |}ratiquant le dumping ^ I'ex- 
portation: Une contribution k la Th6orie des 
Unions douanidres (Effects of the Economic 
Integration in a Country Practising Export- 
Dumping: A Contribution to the Theory of 
Customs-Unions) 


Starting vrith the assumption that certain de- 
veloping countries practice monopolistic price 
discrimination in order to favor exports to- 
wards the markets of the developed countries, 
it can be shown by means of a partial equilib- 
rium model that the producers of the develop- 
ing countries could accept giving up this prac- 
tice in return for an agreement of regional 
liberalization of the trade with developed 
countries. This operation can yet lead to a net 
loss of welfare for the citizens of the develop- 
ing countries in question. The existence of pre- 
vious dumping would therefore help to explain 
the recent increase of regional free-trade 
agreements. Schweiz. Z. Volkswirtsch. Statist., 
March 1979, llSiX), PP- 1-14 (French). Univer- 
sity of Geneva. 

430 Balance of Payments; Intebnational 
Finance 

Black, S. W. — Policy Responses to M^jor Dis- 
turbances of the 1970s and Their Transmis- 
sion through International Goods and Capi- 
tal Markets 

The paper examines the mcyor disturbances 
affecting the eight largest industrialized coun- 
tries during the 1970’s, their internal and ex- 
ternal policy targets, their macroeconomic and 
balance-of-payments policy reactions, and the 
market responses to these distmbances and 
policies. It is concluded that economic policies 
and market responses magnified the expan- 
sionary effects of the 1971-72 dollar outflow, 
since it came during a cyclical trough. Policies 
and market responses cushioned the contrac- 
tionary impact of the 1974 oil price increase, 
as it came after a cyclical peak. The eflPects 
of Boating exchange rates are evaluated and 
found to have mixed results because too much 
reliance has been placed on them. Welt- 
wirtsch. Arch., 1978, 114(4), pp. 614-41. Van- 
derbilt University, Nashville. 

Hickman, B. G. and Schleicher, S — ^The Inter- 
dependence of National Economies and the 
Synchronization of Economic Fluctuations: 
Evidence from the LINK Project 
In this paper we summarize and interpret 
multiplier simulations from Project LINK — a 
world system of national and regional econo- 
metric models linked by trade flows and 
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prioe»— concerning own and partner-country 
reqKtnses of real incomes and prices to various 
shocks at home and abroad. These simulations 
are complemented by a historical analysis of 
dre synchronization of growth cycles among 
16 industrialized countries and with econo- 
metric evidence on reserve-sterilization poli- 
cies in the same countries. The normally in- 
complete international synchronization of 
cycles is consistent with the LINK findings of 
generally weak cross-country multipliers. The 
provisional evidence of pervasive sterilization 
of reserve flows confirms an implicit assump- 
tion of the LINK simulations and also explains 
the comparative lack of synchronization 
among the monetary bases of the countries. 
Weltwirtsch. Arch., 1978, 114{A), pp. 642-708. 
Stanford University; University of Graz, Aus- 
tria. 

431 Balance of Payments; Mechanisms of Adjust- 
ment; Exchange Rates 

Beenstock, M. and Bell, S. — A Quarterly 
Econometric Model of the Capital Account 
in the U.K. Balance of Payments 
A model of U.K. capital flows is derived and 
estimated over the period 1963-74. The model 
covers both short- and long-term flows and 
trade credit, integrating the forward exchange 
market in an analysis of covered and uncov- 
ered interest rate arbitrage. Exchange rate ex- 
pectations are modeled explicitly (applying the 
"rational” expectations hypothesis) and esti- 
mates are obtained of the slope of the specula- 
tive demand schedule in both spot and forward 
markets. Estimates of the efiects of relative in- 
terest rates and trade flows on capital flows 
are also reported, but attempts to incorporate 
wealth effects were largely unsuccessful. Man- 
chester Sch. Econ. Soc. Stud., March 1979, 
47(1), pp. 33-62. London Graduate School of 
Business Studies, England. H. M. Treasury, 
London. 

Coppock, D, J. — Further Thoughts on the 
Monetary Approach to Balance of Payments 
Theory 

Essentially a mathematical supplement to an 
earlier paper (The Manchester School, 46(3), 
pp. 186-208), which presented a critical ap- 
praisal of the monetary approach to balance- 


of-payments theory as set out by Harry John- 
son. Shows that it is possible to get a complete 
reconciliation between a monetary theory of 
adjustment and an “elasticity” theory when 
the latter is set up properly in a general equilib- 
rium framework. Hie standjtrd Marshall-Ler- 
ner resiilt is derived for a general equilibrium 
model vfliich takes full account of cross-elastic- 
ity efiects. Particular attention is given to the 
analysis of foreign exchange rate changes made 
necessary by changes in tastes. Manchester Sch. 
Econ. Soc. Stud., March 1979, 47(1), pp. 1-23. 
University of Manchester, England. 

Fair, R. C. — A Model of the Balance of Pay- 
ments 

A model of the balance of payments is pre- 
sented in this paper in which stock and flow 
effects are completely integrated. The model 
accounts for all flows of funds in the system 
and allows for the endogenous determination 
of the exchange rate. The model is first out- 
lined in general terms and then a particular 
“quasi-empirical” version of it is analyzed by 
means of simulation techniques. The results 
of analyzing this version show the likely impor- 
tance of accounting for capital flows and price 
linkages among countries in the construction 
of multicountry econometric models. / Int. 
Econ., Feb. 1979, 9(1), pp. 25-46, Yale Univer- 
sity. 

Heller, H. R. and Khan, M, S. — The Demand 
for International Reserves under Fixed and 
Floating Exchange Rates 
The purpose of this paper is to examine 
whether the change in the international mone- 
tary system in 1973 from par value exchange 
rates to managed floating resulted in a shift 
in the demand for international reserves, and 
also whether one could identify a stable func- 
tion in the period of floating. Tests performed 
for various country groupings covering the pe- 
riod 1964-76 showed what appeared to be a 
once-and-for-all structural change in 1973 in 
the demand for reserves by Industrial coun- 
tries, but no indication of change in the basic 
relationship explaining reserve holdings of the 
less developed countries. Int. Monet. Fund 
Stojf Pap., Dec. 1978, 25(A), pp. 623-49 (sum- 
maries in French and Spanish). Bank of Amer- 
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ka, San Francisco; International Monetary 
Fimd, Washington, D.C. 

gorlrman, S, — ^The Devaluation Cycle 
This paper analyzes the employment and 
growth eflSects of devaluations. The framework 
of analysis is the familiar two-sect 9 | model, 
with tradables and nontradables, generalized 
so as to deal with the process of capital accumu- 
lation. According to the formulated model, de- 
valiktions do not have long-run growth or em- 
ployment effects but may well be a source of 
fluctuations. The model is consistent with Fin- 
nish experiences as well as with the view on 
the “devaluation cycle” that has recently 
emerged among Finnish economists. The rela- 
tion between the present model and R. M. 
Goodwin's theory of the growth cycle is dis- 
cussed. Oxford Econ. Pap., Nov. 1978, 30(3), 
pp. 357-66. University of Helsinki. 

Levin, J. H. — The International Assignment of 
Stabilization Policies under Fixed and Flexi- 
ble Exchange Rates 

This paper investigates the ability of policy- 
makers to achieve stabilization targets in the 
face of spillover effects from abroad. In the 
context of a two-country Keynesian model, 
each country’s stabilization policy turns out to 
have a comparative advantage over domestic 
economic activity under fixed exchange rates 
and sterilization. By assigning policy domesti- 
cally, both employment targets can be eventu- 
ally achieved despite trade linkage spillovers. 
The same conclusion is reached for the case 
of floating exchange rates despite spillover ef- 
fects associated with capital mobility. Finally, 
it is discovered that coordination under fixed 
exchange rates may benefit one country and 
ii^ure the other. / Int. Econ., Feb, 1979, 
9(1), pp. 65-80. Wayne State University, De- 
troit. 

Lipaohitz, L.— Elxchange Rate Policies for De- 
veloping Countries: Some Simple Argu- 
ments for Intervention 
Hiis paper examines stabilization policy op- 
tions in an open, less developed economy, with 
particular emiffiasis on exchange rate policy 
as an instrument of stabilization. It is argued 


that shocks originating in aggregate demand 
should be dealt with by flexiUe exchange rates; 
shocks originating in supply by intervention 
in the exchange market to maintain a fixed 
exchange rate. Where both types of domestic 
shock occur, a managed floating system is 
called for, with the extent of intervention posi- 
tively related to the predominance of supply 
shocks. Terms-of-trade shocks add additional 
complications. Int Monet Fund Staff Pap., 
Dec. 1978, 25(4), pp. 650-75 (sumnuuies in 
French and Spanish). International Monetary 
Fund, Washington, D.C. 

Murray, G. L. — Monetary Policy and Capital 
Inflow 

Capital inflow has been depicted in the 
model developed by Pentti Kouri and Michael 
Porter as being determined exclusively by 
monetary forces, with GNP entering the equa- 
tion through its impact on the demand for 
money. If this is correct, disaggregation of GNP 
should have little effect on the estimates of 
response parameters in the model. It is found 
that replacing GNP by investment and non- 
investment spending has a significant effect on 
the estimates, suggesting that capital inflows 
have direct purposes, which are not well repre- 
sented in a purely monetary model. An at- 
tempt is made to construct a money policy 
equation as the second part of a simultaneous 
system depicting the interplay of monetary 
policy and capital inflow. In spite of claims to 
the contrary, it is found that simultaneous esti- 
mation gives results that differ considerably 
from those of single equation methods.' Econ. 
Rec.. August 1978, 54(146), pp. 271-80. Uni- 
versity of Western Australia, Nedlands. 

Porter, M. G. — External Shocks and Stabiliza- 
tion Policy in a Small Open Economy: The 
Australian Experience 
We analyze the transmission of the interna- 
tional resulting monetary cycle, policy re- 
sponses, and other feedback mechanisms. 
Changes in terms of trade and mineral discov- 
eries introduce real linkages. Tardy revalua- 
tion (1972) allowed excessive monetary growth 
with sterilization delaying, but ultimately ag- 
gravating, inflation and external imbahmce. 
The combination of revaluation, tariff cuts, in- 
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flatioa. wage pressure, and changing compara- 
tive advantage all contributed to subsequent 
inflation, unemployment, and external deficits. 
Devaluation in 1974 and 1976 and a change 
of government in 1976 continued the politico- 
economic cycle. Finally, we interpret events 
using conventional trade modek augmented 
by asset market considerations. Welturirtsch. 
Arch., 1978, 114A), pp. 709-35. Yale Univer- 
sity. 

Sauemheimer, K. — Ineffizienz der Geldpolitik 
bei fiexiblen KursenP Bemerkungen zu ei- 
nem Beitrag von Niehans (Inefficacy of Mon- 
etary Policy under Flexible Exchange Rates? 
A Note) 

Expansionary monetary policy under flexible 
exchange rates may result in a contraction of 
income if foreign trade elasticities are small 
and speculation is stabilizing. This result is 
based on some critical stability conditions; 
Speculative net capital imports must outweigh 
the deterioration of the trade balance, follow- 
ing the devaluation of the home currency. In- 
terest elastic net capital exports must be small. 
If they are, however, too small, falling income 
catmot be explained. So we find only a small 
range of values for the elasticity of interna- 
tional capital movements allowing, in a stable 
model, income to fall following expansionary 
monetary policy. Jahr. Nationalokon. Statist, 
Dec. 1978, 79.3(6), pp. 518-21 (German). Johan- 
nes Gutenberg University, Mainz, Federal Re- 
public of Germany 

Tullio, G. — Monetary Equilibrium and Bal- 
ance-of-Payments Adjustment: An Empirical 
Test of the U.S. Balance of Payments, 1951- 
73 

This paper develops a two-area model of the 
world in the spirit of the monetary approach 
to the balance of payments and tests the impli- 
cations of the approach for a large reserve cur- 
rency country like the United States. The em- 
pirical tests confirm that developments in the 
money markets were very important, that the 
U.S. overall balance fluctuated procyclically, 
and that yearly changes in relative price levels, 
in relative interest rates, and in the effective 
exchange rate of the dollar affected the U.S. 
balance of payments in a manner contrary to 


the predictions of competing partial equilib- 
rium theories. J. Money, Credit, Banking, Feb. 
1979, 77(1), pp. 68-79. Bank of Italy. 

Witte, W. E. — ^Dynamic Adjustment in an 
Open Economy with flexible Exchange 
Rates 

This paper develops a relatively simple dy- 
namic model of an open economy with a flexi- 
ble exchange rate, which is integrated with 
world markets in both goods and assets. The 
model is used to examine the adjustment paths 
of real income, the price level, and the ex- 
change rate to policy changes and to exogenous 
external shocks. The model indicates that fiscal 
policy can be used to increase income in both 
the short- and the long-nm, while monetary 
policy has only short-run real effects. Exchange 
rates tend to react to exogenous disturbances 
with sudden discrete movements, followed by 
further fluctuations. Southern Econ. J., April 
1979, 45(A), pp. 1072-90. Pennsylvania State 
University, University Park. 

432 Intemational Monetary Arrangements 
Magnifico, C. and Saccomanni, F. — Verso un 
nuovo ruolo del Fondo Monetario Intemazi- 
onale (Towards a New Role for the Interna- 
tional Monetary Fund) 

The recent entry in force of the amended 
charter of the IMF, has given rise to new func- 
tions in the Fund relating to the control of 
interest rates and regulation of intemational 
liquidity. The control functions refer to all of 
the economic policies pursued by the member 
countries instead of, as in the past, solely for- 
eign exchange market intervention policies: 
they are of the view that this new approach 
is the only one suitable for promoting effective 
symmetry of the payments disequilibria adjust- 
ment obligations, both of deficit and surplus 
countries. As regards the regulation of interna- 
tional liquidity, the liquidity creation and dis- 
tribution mechanisms have gained increasing 
importance. The possibility should be exam- 
ined of establishing a “substitution accoimt,” 
with the IMF empowered to issue reserve as- 
sets denominated in SDR’s for substitution of 
dollar balances held by monetary authorities. 
Bancaria, Nov. 1978, 34(11), pp. 1060-67 atal- 
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j«n). Bank of Italy, Rome; International Mone- 
tary Fund, Washington, D.C. 

Scaperianda, A, — The IMF: An Elmerging Cen- 
tral Bank? 

In support of the argument that in the post- 
Bretton Woods era the International Monetary 
Fund has rapidly acquired the characteristics 
of a central bank for national central banks, 
this article surveys the Fund’s expansion of its 
financial intermediation and lending activities. 
Also the conditions of the January 1977 stand- 
by arrangement with the United Kingdom, the 
Fund’s influence over large commercial banks, 
the new system of valuing Special Drawing 
Rights (SDR’s), the actual and potential new 
uses of SDR’s, and the recast mission of the 
Fund, which is codified in the Second Amend- 
ment to its Articles of Agreement, support the 
basic argument. Kyklos, 31(A), 1978, pp. 679- 
90. Northern Illinois University, De Kalb. 

440 International Investment and 
Foreign Aid 

441 International Investment and Capital Markets 

Globerman, S. — Foreign Direct Investment 
and ‘Spillover’ Efficiency Benefits in Cana- 
dian Manufacturing Industries 
The existence of indirect economic benefits 
of foreign direct investment in Canada is inves- 
tigated for a sample of Canadian manufactur- 
ing industries. Estimates of labor productivity 
in domestically-owned plants are constructed 
and employed as the dependent variable, and 
various measures of foreign ownership are in- 
cluded among the independent variables in 
the estimating equations. Labor productivity 
differences across Canadian-owned plants are 
found to be positively related to an industry’s 
capital intensity, plant-scale economies, labor 
quality, average hours worked per employee 
and to the amoimt of foreign ownership in an 
industry. Cbn. / Econ., Feb. 1979, /.a;i), pp. 
42-56. York University; Toronto. 

442 International Business 
Baker, J. C. and Ryans, J. R., Jr. — Multinational 
Corporation Investment in Less Developed 
Countries; Reducing Risk 
Tliis article examines the Convention for the 
Settlement of Investment Disputes between 


Nationals and Other States and the Interna- 
tional Centre for the Settlement of Investment 
Disputes as means for reducing conflict arising 
from the implementation of international in- 
vestment policy by multinational companies 
and for supplementing codes of conduct under 
which they are being asked to operate. Such 
a means of risk reduction, particularly in an 
era of greater corporate dealings in less devel- 
oped countries, should be of particular interest 
to today’s multinational companies’ top man- 
agement. Neb. J. Econ. Bus., Winter, 1979, 
18(1) pp. 61-69. Kent State University, Kent, 
Ohio. 

Howenstine, N. G. — Gross Product of U.S. Af- 
filiates of Foreign Companies 
Estimates of gross product of U.S. affiliates 
of foreign companies in 1974 are presented 
with industry, country of foreign parent, and 
component detail, and compared with all U.S.- 
business gross product. Affiliates accounted for 
2 percent of all U.S.-business gross product; 
affiliates’ shares were largest in petroleum ex- 
ploration, extraction, refining, and processing 
(16 percent) and chemicals manufacturing (12 
percent). The employee compensation share 
of gross product was smaller for affiliates than 
for all U.S. businesses, reflecting differences in 
industry mix and significantly lower compensa- 
tion shares in manufacturing for affiliates than 
for all U.S. businesses. Surv. Curr. Bus., Jan. 
1979, 59(1), pp. 28-36. Bureau of Economic 
Analysis, U.S. Department of Commerce, 
Washington, D.C. 

Kardasz, S. W. — ^The Capital-Stock Decision of 
Subsidiaries 

The paper analyzes the financial effects of 
centralized control on the capital-stock deci- 
sion of a subsidiary of a multinational enter- 
prise. First to be examined is the capital-stock 
decision of an independently-managed going- 
concern that can employ debt as well as inter- 
nal and external equity financing. It is then 
assumed that two such firms located in two 
countries merge. By comparing the pre- and 
post-merger equilibrium values of the mar- 
ginal cost of capital, it is shown that the effects 
of centralized decision-making depend on cir- 
cumstances that are specified. JScon. Inquiry, 
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Jan. 1979, 77(1), pp. 114-24. University of 
Waterloo, Ontario. 

Whichard, O. G. — Employment and Employee 
Compensation of U.S. Affiliates of Foreign 
Companies, 1974 

Employment and compensation per em- 
ployee (CPE) of U.S. affiliates of foreign com- 
panies are compared with those of all U.S. 
businesses; regional patterns in affiliate em- 
ployment and wages and salaries per employee 
are analyzed; and size distributions of affiliate 
employment and CPE are examined. Affiliate 
employment was about 2 percent of aU U.S.- 
business employment; affiliate CPE exceeded 
all U.S.-business CPE by about $800, largely 
because affiUate employment was concen- 
trated in high-compensation industries. Affili- 
ate employment, like all U.S.-business employ- 
ment, was concentrated in the Mideast, 
Southeast, and Great Lakes. Most affiliates had 
100 or fewer employees and paid CPE of be- 
tween $8,001 and $16,(X)0 per year. Surv. Curr. 
Bus., Dec. 1978, 5<9(12), pp. 23-34, 58. Bureau 
of Economic Analysis, U.S. Department of 
Commerce, Washington, D.C. 

500 Administration; Business Finance; 

Marketing; Accounting 

510 Administration 

512 Managerial Economics 
Kania, J. J. and McKean, J. R. — Decision-Mak- 
ing in the Extensive Firm 
A simulation model is developed to analyze 
the behavior of the oligopolistic firm. A quasi- 
political utility (unction relating managerial 
satisfaction to profit, growth, and dividend pay- 
out is constrained by a financial and by an effi- 
ciency-market relationship. Management is as- 
sumed to desire first to survive and secondly 
to prosper. Their utility function reflects the 
concept of threats to their security, which arise 
both from market and extra-market sources. 
Computer solutions for a cubic function result- 
ing from the constrained maximization of man- 
agerial utility lead to implications for profit and 
growth performance under various scenarios 
of market and extra-market influence. Neb. J. 
Econ. Bus., Winter 1979, 18(1), pp. 25-42. Uni- 


versity of Nebraska, Lincoln; Colorado State 
University, Fort CoUins. 

514 Goals and Ofajaotivas of Finns 
Dunning, J. H. and Stillwell, F. J. B.— Theories 

of Business Behaviour and the I>istribution 

of Surplus Profits 

This paper attempts a partial reformulation 
of the theory of the firm around the central 
issue of the distribution of profits. According 
to the institutional, market, and purchasing en- 
vironment in which they operate, the firms 
can generate surplus profits. Depending on 
their bargaining strength, participants in the 
firm tris— management, shareholders, custom- 
ers, labor, and suppliers of other inputs — can 
share in this surplus by securing payments 
above opportunity costs. The paper (i) presents 
a taxonomy of business conduct for incorporat- 
ing the distribution of profits into existing ex- 
planations, (ii) examines the extent to which 
these explanations require modification if this 
is done, (iii) explores the determinants of the 
relative bargaining strengths of the stakehold- 
ers, and (iv) suggest some implications for fu- 
ture studies of business behavior. Kyklos, 1978, 
3/(4), pp. 601-23. University of Reading, En- 
gland; University of Sidney, Australia. 

520 Business Finance and Investment 
521 BusineM Finance 

Baron, D. P. — On the Relationship between 

Complete and Incomplete Financial Market 

Models 

This paper considers Roy Radnor’s incom- 
plete financial market model and indicates that 
if production sets but not consumption sets are 
spanned by the return vectors available in the 
securities market, an incomplete market equi- 
librium is not an Arrow-Debreu equilibrium 
but ex ante unanimity regarding production 
plans results when consumers act as price-tak- 
ers with respect to their marginal rates of sub- 
stitution. Unanimity corresponds to value max- 
imization in this case, but in the absence of 
price-taking behavior unanimity can still be 
obtained by evaluating consumer preferences 
ex post as in the models of H. E. Leland and 
S. Ekem and R. Wilson. Int. Econ. Rev., Feb. 
1979, 20(1), pp. 105-17. Northwestern Univer- 
sity, Evanston, Illinois. 
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Copdand, T. E.— Uquidity Ounge* FoUow- 
Ing Stock Splits 

One frequently bean that stocks spUt in or- 
der to move die price into an “optimal” price 
range where more people can afford to pur- 
chase round lots. This, in turn, allegedly creates 
a wider or more liquid market for trading. Elm- 
pirical evidence presented in this paper dem- 
onstrates the opposite. Namely, that (1) trading 
volume increases less than proportionally fol- 
lowing a stock split, (2) that brokerage reve- 
nues increase, and (3) that bid-ask spreads (as 
a percentage of the bid price) increase in the 
post-split era. Taken together, these results 
lead to the conclusion that post-split liquidity 
is relatively lower than pre-split liquidity. / 
Finance. March 1979, 34(\), pp. 115-41. Uni- 
versity of California, Los Angeles. 

Livingston, M. B. — Bond Taxation and the 
Shape of the Yield-to-Maturity Curve 
The relationship between yields to maturity 
for coupon-bearing bonds and discount rates 
for zero coupon bonds is analyzed in a world 
of differential taxation of coupons and capital 
gains. It is shown that inferences about the 
shape of zero coupon yield curves (the object 
of much inquiry in the term structure of inter- 
est rate literature) cannot be made on the basis 
of yield curves for coupon-bearing bonds. Con- 
sequently, existing empirical work testing the- 
ories of the behavior of zero coupon bonds, 
but employing coupon-bearing bond data, 
must be regarded with considerable reserva- 
tion. /. Finance, March 1979, J4(l), pp. 189- 
96. York University, Toronto. 

Ixuig, J. B., Jr. — ^The Market Valuation of Cash 
Dividends: A Case to Consider 
Since early 1956 Citizens Utilities Company 
has had two classes of common stock, which 
are virtuaUy identical in all respects except div- 
idend payout. One class pays only stock divi- 
dends, the other class pays only cash dividends, 
and the corporate charter requires that the 
dividends per share on the two classes be of 
equivalent value. Under an I.R.S. ruling 
granted to Citizens Utilities in 1955 and a 
“gnuidfother clause” in the 1969 Tax Reform 
Act, the stock dividends are not taxable as ordi- 
nary income. (No other publicly held firm has 


such a ruling and, in general, the 1969 Act 
mAHft stock dividends of this type taxable.) 
Given these circumstances, the price-dividend 
history of the Citizens Utilities shares provides 
a view of the effects of alternative payout poli- 
cies which, to an exceptional degree, is free 
of confounding factors. Qose examination of 
this history implies that, if anything, claims to 
cash dividends have commanded a slight pre- 
mium in the market over claims to equal 
amounts (before taxes) of capital gains. / Finan. 
Econ., June/Sept. 1978, 6(2/3), pp. 235-64. 
University of Rochester, Rochester, New York. 

522 Business Investment 
Aivazian, V. A. and Callen, J. L. — Investment, 
Market Structure, and the Cost of Capital 
The traditicMial analysis of the firm’s cost of 
capital assumes that the industry is perfectly 
competitive or in long-run steady-state equilib- 
rium. Utilizing an optimal control framework, 
and assuming that future industry investment 
opportunities are a function of current (and 
past) industry investments, we show that the 
relationship between the firm’s marginal rate 
of return on current investment and the rate 
of return required by shareholders is sensitive 
to its industry market structure. Optimal in- 
vestment responses of a Cournot oligopolist, 
monopolist, and a competitive firm are con- 
trasted, under alternative assumptions about 
the dynamics of the industry investment op- 
portunities path. J. Finance, March, 1979, 
54(1), pp. 85-92. McMaster University, Hamil- 
ton, Ontario. 

Baron, D. P. — Investment Policy, Optimality, 
and the Mean- Variance Model: Review Arti- 
cle 

This paper examines the source of the Pareto 
inefficiency of the value-maximizing invest- 
ment allocation in a mean-variance model with 
homogeneous expectations. With price-taking 
behavior by investors perceived-value maxi- 
mization is shown to be Pareto optimal and 
unanimously supported by shareholders. 'The 
actual value-maximizing allocation is however 
Pareto inefficient because shareholders are as- 
sumed to behave strategically in anticipating 
how their implicit prices will be affected by 
a change in the investment allocation. 'The 
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principal assumptions used to eliminate this 
inefficiency are examined, and a perspective 
on the search for a general theory of invest- 
ment for shareholder-owned firms is provided. 
/ Finance, March 1979, ^^(l), pp. 207-32. 
Northwestern University, Evanston, Illinois. 

Hagemann, H. and Pfister, J. — ^Zur Relevanz 
des Truncation-Theorems in partialanaly- 
tischer und totalanalytischer Sicht (On the 
Relevance of the Truncation Theorem 
within a Partial and General Analytical Con- 
text) 

In the first part the paper discusses the re- 
sults one can draw in the partial framework 
if it is possible to truncate an investment proj- 
ect before the end of its physical lifetime at 
no extra cost. After analyzing the limitations 
of the Truncation Theorem in the case of a 
consequence stream following from tnmca- 
tion, it is shown that most of the results of the 
Theorem do not hold in the general framework 
because in the latter a variation of the discount 
factor, i.e., the profit rate, uno actu implies 
an opposite variation of the real wage rate. 
Jahr. Nationaldkon. Statist, August 1978, 
193(4), pp. 359-79 (German). Institut fur 
theoretische Volkswirtschaftslehre der Chris- 
tian-Albrechts-Universitdt, Kiel, Federal Re- 
public of Germany; Paderborn, Federal Re- 
public of Germany. 

Wright, F. K. — Accounting Rate of Profit and 
Internal Rate of Retiuu 
John Kay has shown that the d.c.f. (discount- 
ing cash flows) yield from an investment is 
equal to a weighted average of accounting 
rates of profit over the entire life of the invest- 
ment. During the lifetime of the investment, 
however, an average of accounting rates of 
profit over recent periods may be a very poor 
approximation to the d.c.f. yield over those 
same periods. The main source of error is the 
difference between the book value and the 
economic value of the firm’s capital stock. Esti- 
mation of that error requires a knowledge of 
the depreciation methods used and the time 
pattern of quasi-rents. Oxford Econ. Pap., Nov. 
1978, 30(2>), pp. 464-68. University of Mel- 
bourne. 


530 MAnumNC 

531 Marketing and AdvertUng 
Anderson, E. E. — ^An Analysis of Retail Display 
Space: Theory and Methods 
One of the most significapt short-run deci- 
sions of retail management is' to assemble a 
portfolio of product brands and determine the 
shares of display area that should he assigned 
to each. Thus paper develops a theoretical 
model of the relationship between brand mar- 
ket shares and share of product display space, 
given a profile of consumer brand preferences. 
An empirical measure of market-^are elastic- 
ity, suggested by the theory, is statistically eval- 
uated using experimental data. These develop- 
ments are used as part of an integrated theory 
of the profit-maximizing allocation of product 
display space. J. Bus., Jan. 1979, 52(1), pp. 103- 
18. University of Texas, Dallas. 

540 AccounmNC 
541 Accounting 

Bierman, H., Jr., and Dukes, R. E. — Limita- 
tions of Replacement Cost 
Replacement cost information is of limited 
usefulness to investors when it is not supple- 
mented with data regarding when the assets 
of the firm are expected to be replaced, as well 
as the degree of discretion available to man- 
agement as to whether the assets are replaced. 
An increase in replacement costs increases as- 
sets and stockholder’s equity (both increases 
are desirable) as well as increasing expense 
(which is undesirable). 'The conclusion as to 
whether a firm is being better or worse off 
as the result of a change in replacement cost 
is much more complex than merely noting the 
direct income statement effect. The question 
is raised whether the benefits achieved with 
the partial replacement cost data now being 
reported are greater than the real costs of accu- 
mulating the information. Quart. Rev. Econ. 
Bus., Spring 1979, 79(1), pp. 131-40. Cornell 
University. 

Brooks, L. D. and Buckmaster, D. — Price- 
Change Accounting Models and Disaggre- 
gated Monetary Gains and Losses 
The desirability of disaggregating monetary 
gains and losses into a separate current-item 
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and kmg-tenn debt component it examined. 
Justification for ditaggregation it bated on dif- 
ferences in financial analysit and manager con- 
trollability that exist with the two types of mon- 
etary items. The inteipretatlon of monetary 
adjustments is examined by considering both 
real constant dollar and stated dollar effects. 
Separate mtmetaiy adjustments are considered 
as possible requirements of either a replace- 
ment cost or general price-level accounting 
model, although empirical tests of the potential 
materiality of the disaggregated adjustments 
are limited to the general price-level model. 
Quart. Rev. Earn. Bus., Spring 1979, 19(1), pp. 
115-30. University of South Carolina, Colum- 
bia; University of Delaware, Newark. 

Fabozzi, F. J. and Shiffrin, L. M. — Replace- 
ment Cost Accounting: Application to the 
Pharmaceutical Industry 
The SEC has required that certain regis- 
trants disclose selected replacement cost in- 
formation beginning with the 1976 Form 
10-K reports. Replacement cost information is 
not available prior to the 1976 fiscal year. 
Angela Falkenstein and Roman Weil have de- 
veloped a method for estimating replacement 
cost data based on published information. Us- 
ing published replacement cost data and esti- 
mated replacement cost data generated from 
the Falkenstein-Weil method, distributable in- 
come for 17 companies in the pharmaceutical 
industry is compared in this article. The results 
suggest that for the firms examined, the Falk- 
enstein-Weil method leads to an estimate of 
distributable income lower than the estimate 
of distributable income employing the pub- 
lished data for replacement cost. Quart. Rev. 
Econ. Bus., Spring 1979, 19(1), pp. 163-71. 
Hofstra University; Wishnick, Meisel, and Com- 
pany. 

Kistler, L. H. and Carter, C. P. — Replacement 
Cost Measures; Their Impact on Income, 
Dividends, and Investment Rettum 
This paper analyzes the impact of replace- 
ment cost data reported to the SEC on the 
1976 net income, dividends, and return on 
equity of 25 large U.S. corporations. Conven- 
tional historical cost results were compared 
with three alternative replacement cost mod- 


els, which reflected the impact of changes in 
depreciation, cost of goods sold, income taxes, 
and the investment credit. Tlie findings imply 
that selection of a replacement cost model may 
significantly affect comparisons between his- 
torical cost and replacement cost earnings, div- 
idends, and retiun on equity. Quart. Rev. Econ. 
Bus., Spring 1979, 19(1), pp. 153-61. Lowell 
University, Massachusetts; Babson College, 
Babson Park, Maryland. 

Picur, R. D. and McKeown, J. C. — Evaluation 
of Alternative Methods of Income Measme- 
ment via a Criterion of Managerial Ability 
This study addresses the question of how ac- 
counting policy-makers can select an informa- 
tion system from among various alternatives, 
which have been suggested in the literature. 
These alternatives — ^historical cost, business 
profit, current operating profit, and net realiz- 
able value — are operationalized through the 
use of a simulation model. The simulation sur- 
rogated economic activities of a pair of firms, 
measured these activities through the four in- 
come concepts, and then compared each con- 
cept with the others through use of an invest- 
ment decision. This decision evaluated the 
performance of each firm’s management — 
solely on the basis of reported accounting in- 
come — and then invested in the firm whose 
accounting income indicated a higher degree 
of “managerial ability.” The findings of this 
study provide additional insight to policy-mak- 
ers in their determination of the “proper” ac- 
counting system to be utilized in reporting a 
firm’s financial and managerial performance. 
Quart. Rev. Econ. Bus., Spring 1979, 19(1), pp. 
75-98. University of Illinois, Chicago Circle; 
University of Illinois at Urbana-Champaign. 

Piper, A. G. — Reporting the Effects of Inflation 
in Company Accounts in the United King- 
dom 

The reporting of the effects of inflation is 
illustrated by extracts from the published ac- 
counts of one United Kingdom company. The 
benefits of a current purchasing power (CPP) 
basis compared with a current value approach 
(CVA) basis are discussed. Quart. Rev. Econ. 
Bus., Spring 1979, 79(1), pp. 45-^5. University 
of Birmingham, England. 
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Powen, M«>-On the Comparability of Alterna- 
tive Valuation Bases 

Comparability has long been considered an 
important characteristic of accounting infor- 
mation, but, in general, interfirm and intrafirm 
comparability does not exist. The sources that 
contribute to noncomparability in the present 
historical cost model are identified and dis- 
cussed. Also suggestions for improving compa- 
rability are made. In an effort to improve com- 
parability, alternative valuation models, such 
as current replacement cost, current cash 
equivalent, and discounted cash flow have 
been proposed by various authors. However, 
the degree of comparability these models pro- 
vide vis-d-vis the present accounting model 
has not been evaluated. Such an evaluation is 
a primary purpose of this paper. Quart. Rev. 
Econ. Bus., Spring 1978, 79(1), pp. 29-43. Uni- 
versity of Illinois at Urbana-Champaign. 

Scheiner, J. H. and Morse, W. J. — ^The Impact 
of SEC Replacement Cost Reporting Re- 
quirements: An Analysis 
This article examines the results of an analy- 
sis of historical cost and replacement cost data 
for more than 250 manufacturing firms in 20 
industries. Median industry values are used to 
examine differences between historical cost 
and replacement cost values of selected finan- 
cial statement accounts. Financial statement 
account differences are found to be in the di- 
rection predicted by theory. An atudysis is also 
made of performance rankings using interin- 
dustry, intraindustry, and individual firm data. 
In 52 out of 56 nonparametric statistical tests 
the performance rankings based upon histori- 
cal cost data are associated with the perfor- 
mance rankings based on replacement cost 
data. Quart. Rev. Econ. Bus., Spring 1979, 
79(1), pp. 141-52. University of Tennessee at 
Knoxville. 

Schoenfeld, H.-M. W. — Development of The- 
ory and Practice in Continental Eiuope 
The article summarizes mgjor accounting re- 
sponses to inflation worldwide on a theoretical 
and practical level. It concentrates on Europe 
where the initial developments started after 
1912. Theory developments received their ma- 
jor impulse from Fritz Schmidt, Frankfurt, 


who suggested foil acUustments; the other side 
was represented by Eugen Schmalenbach, 
Cologne, who argued for indexing. Hi. lim- 
perg in the Netherlands further developed 
Schmidt’s theory into modem replacement 
cost accounting. Practical , applications oc- 
curred in Germany (as one-time a4juatments), 
in France (as indexing), and in the Netherlands 
(as replacement costing). These methods are 
shown and analyzed against their economic 
background. Also methods of inflation adjust- 
ments for managerial accounting are exam- 
ined, since these have become generally ac- 
cepted in Europe. Quart. Rev. Econ. Bus., 
Spring 1979, 79(1), pp. 57-73. University of 
Illinois at Urbana-Champaign. 

Vasarhelyi, M. A. and Pearson, E. F. — Studies 
in Inflation Accounting: A Taxonomization 
Approach 

The article examines the recent literature 
in “inflation accounting.’’ From an original 
data base of 500 articles and books, 60 are se- 
lected for additional consideration. These are 
classified according to methodology used and 
inflation accounting technique proposed (or 
discussed), and new classifications are pre- 
sented. The article concludes with an overview 
of the literature and suggestions for areas of 
research as well as research approaches. Quart. 
Rev. Econ. Bus., Spring 1979, 79(1), pp. 9-27. 
Columbia University; University of Southern 
California, Los Angeles. 

600 Industrial Organization; Technolog- 
ical Change; Industry Studies 

610 Industrial Orcanization and Public 
POUCY 

611 Industrial Organization and Market Structure 
Caves, R. E. — Organization, Scale, and Per- 
formance of the Grain Trade 
The paradigm of market structure, conduct, 
and performance is adapted for application to 
the grain-trading industry, which has a low po- 
tential for oligopolistic interdependence per- 
formance despite the presence of some large- 
scale trading companies. A model explains the 
occurrence of the large companies on the basis 
of scale economies in bearing risks and coordi- 
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nating irfiysical jEsdliUes that in turn depend 
on the characteriatics of information as an in- 
put. Economies in coordinating information in- 
teract with scale economies in particular physi- 
cal facilities. Empirical evidence accords with 
various corollaries and assumptions of this 
model. Food Rea. Inst. Stud., 1077-78, 16(3), 
pp. 107-23. Harvard University. 

Domberger, S.— Price Adjustment and Market 

Structure 

This paper investigates the relationship be- 
tween industrial structure and the speed of 
price adjustment. Using time-series regression 
estimates of price adjustment equations, mea- 
sures of the rate of price change are derived 
for a sample of U.K. manufacturing industries. 
These measures are then linked cross-section- 
ally to indicators of industrial structure. The 
evidence suggests that there is a positive associ- 
ation between the rate of price adjustment and 
the level of industrial concentration. This ap- 
pears to contradict the "administered prices" 
hypothesis, but it implies that in times of rising 
costs a high level of concentration will exacer- 
bate the problem of inflation. Econ. /, March 
1979, 59(353), pp. 96-108. University of Man- 
chester, England. 

Kwoka, J. E., Jr. — The Effect of Market Share 

Distribution On Industry Performance 

This paper re-examines the relationship be- 
tween market structure and industry perfor- 
mance using market share estimates instead 
of conventional concentration ratios. The top 
two market shares are found to exert strong 
effects in increasing industry price-cost mar- 
gins, and a sufficiently large third firm appears 
capable of driving margins back down to com- 
petitive levels. Fourth and lower ranked shares 
have negligible impact in this industry sample. 
Because of the different effects of these shares, 
the conventional four-firm concentration ratio, 
which simply sums the shares, is determined 
to be a statistically invalid summary measure 
<rf industry structure. Rev. Econ. Statist, Feb. 
1979, 61(1), p^. 101-09. Federal Trade Com- 
mission, Washington, D.C. 

Oster, G.— A Factor Analytic Test of the The- 
ory of the Dual Economy 


A test of the dual economy (i.e., core-periph- 
ery) theory of industrial stratification was de- 
vi^ using factor analytic techniques on cross- 
sectional data for U.S. industries. A factor was 
obtained, which reflected core-periphery vari- 
ation as hypothesized. Additionally, the distri- 
bution of industry (i.e., factor) scores on this 
factor was consistent with the hypothesis of 
structural dualism, in that one could not reject 
the proposition that the non-normal sample 
distribution was generated by a mixture of two 
normal distributions — those of the core and pe- 
riphery. It was concluded that the dual econ- 
omy theory probably represents a viable taxo- 
nomic description of a predominant pattern 
of American industrial stratification. Rev. Econ. 
Statist, Feb. 1979, 61(\), pp. 33-39. Baruch 
College of the City University of New York. 

613 Public Utilities and Government Regulation 
of Other Industries in the Private Sector 
Roberts, K. W. S. — Welfare Considerations of 
Nonlinear Pricing 

That the pricing schedule of a public utility 
may be nonlinear is both an administrative pos- 
sibility and practiced. This paper considers the 
form of the optimum nonlinear price schedule 
for a multiproduct utility, operating subject to 
a profit constraint. A duality approach is intro- 
duced to solve for the optimum schedule. Both 
the relationship between marginal prices faced 
by different individuals for the same good and 
between marginal prices across goods are ana- 
lyzed. The paper concludes with a brief wel- 
fare analysis of monopolistic pricing schedules. 
Econ. /, March 1979, 59(353), pp. 66-83. Mas- 
sachusetts Institute of Technology. 

Tysseland, M. S. and Gandhi, D. K. — Deprecia- 
tion, Inflation, and Capita! Formation in 
Public Utilities: One Possible Approach to- 
ward a Solution 

The high capital intensity of utilities, result- 
ing in relatively high depreciation content in 
cost, together with regulation that requires a 
historical cost approach to depreciation in 
price, poses a <fifficult situation for the.mdustry 
during periods of inflation. When this is com- 
bined with a high rate of growth in demand, 
the result is a financing problem of serious pro- 
portions. In this article, the use of price-level 
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d^nrecUtton, under constraints, is explored as 
one means of possible relief. A computer Emu- 
lation model is used to test the results of the 
proposal under various conditions of inflation 
and growth. Quart Rev. Econ. Bus., Spring 
1979, J9(l), pp. 99-113. UniverEty of Calgary, 
Alberta. 

615 Economics of Transportation 
Braeutigam, R. R. — Optimal Pricing with In- 
termodal Competition 
This analysis extends the work of William 
Baumol and David Bradford, on efficient pric- 
ing with a multiproduct monopoly, to include 
the case of intermodal competition. A set of 
rules is developed, showing how second best 
proces deviate from marginal cost when eco- 
nomics of scale are present. The paper shows 
why these rules may be difficult to implement 
in some cases, with a direct application to sur- 
face freight transport, and then suggests a vari- 
ation in the theory of second best that may 
be useful given those difficulties. Amer. Econ. 
Rev., March 1979, 69(1), pp. 38-49. Northwest- 
ern UniverEty, Evanston, Illinois; California 
Institute of Technology, Pasadena. 

620 Economics of Technolocicai. Change 

621 TechnologicE Change; Innovation; Research 
and Development 

Alves, R. — Scientific Transfer — Untersuchung 
zur Forschungsabhangigkeit der Neupro- 
duktplanung (Scientific Transfer — ^The Im- 
pact of R&D on New Product DeciEons) 
The article attempts to show how mathemat- 
ical systems theory and model theory can be 
used to define a firm’s objectives in new prod- 
uct planning and to formulate a cost-wise opti- 
mum research policy. Starting from the analy- 
sis of the firm's specific technical know-how, 
the research results that are necessary to solve 
a given problem are defined together with a 
measure for the probability of success of R&D 
projects. The outcome of the study indicates 
that product-oriented research planning is not 
only posEble but also much more efficient than 
the usual methods, which refer to the vague 
concept of technical progress. Z. ges. Staat- 
suHss., 1978, J34(4), pp. 715-39 (German). 
jUlich-Stettemich, Federal Republic of Ger- 
many. 


Batavia, B<— The Estimation (rf Biased Techni- 
cal Efficiency in the U.S. Textile Industry, 
1949-1974 

This study is concerned with tiie estimation 
of the type and extent of technological change 
in the U.S. textile industry between 1949- 
1974. l%e technological chanj^ was found to 
be Hicks’ laborsaving; the average efficiency 
increase in labor was 4.1 and that of capital 
was 0.9 percent per year with an elasticity of 
substitution of 0.11. Increases in capital Eock 
explain approximately 25 percent, and de- 
creases in labor account for —17 percent of 
the growth of output. The remaining 92 per- 
cent is attributable to “technical progress” of 
which 9 percent is due to capital augmentation 
and 82 percent is due to labor augmentation. 
Southern Econ. April 1979, 45(4), pp. 1091- 
1103. DePaul University, Chicago. 

Mansfield, E.; Romeo, A. and Wagner, S. — ^For- 
eign Trade and U.S. Research and Develop- 
ment 

This paper presents new findings concerning 
(1) the importance of foreign markets and for- 
eign utilization in the expected returns from 
American R&D projects, (2) the effects of de- 
creased opportunities for international tech- 
nology transfer on U.S. R&D expenditures, (3) 
the relationship between a firm’s foreign sales 
and the size and characteristics of its R&D 
portfolio, and (4) the channels of international 
technology transfer used by various kinds of 
firms for various types of technologies. Rev. 
Econ. Statist, Feb. 1979, 6/(1), pp. 49-57. Uni- 
versity of Pennsylvania. 

630 Industry Studies 

631 Industry Studies: Manufacturing 
Page, J. M., Jr. — Economies of Scale, Income 
Distribution, and Small-Enterprise Promo- 
tion in Ghana’s Timber Industry 
This essay evaluates the success of a program 
undertaken by the Government of Ghana to 
promote the development of small-scale, in- 
digenously owned firms in tropical timber 
production. The Ghanaian case is of particular 
interest because the central government 
through its timber concession and leasing poli- 
cies chose to promote small enterprises in an 
industry characterized by modest but Egnifi- 
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cant economies of scale. Engineering estimates 
of market and social costs support the conclu- 
sion that the program has had high economic 
costs for Ghana. Food Ros. Inst Stud., 1977- 
78, 76(3), pp. 159L-82. Princeton University. 

Richard, D.— A Dynamic Model of the World 

Copper Industry 

A general commodity model represented by 
a system of difFerentlal equations is specified 
around hypotheses derived from economic 
theory (for example, non-tdtonnement price 
mechanism, endogenous investment, price ex- 
pectations). Dynamic stability and plausibility 
of long-run behavior are examined. Seasonal 
commodities are a special case of this model, 
which is applied to the world copper industry. 
Elstimation by full information maximum likeli- 
hood on quarterly data of the simultaneous sys- 
tem of 20 first-order differential equations is 
carried out. Policy analysis and stabilization 
scheme uses based on sensitivity analysis of ei- 
genvalues follow, and forecasting capabilities 
are illustrated. Int Monet Fund Staff Pap., 
Dec. 1978, 25(4), pp. 779-833 (summaries in 
French and Spanish). International Monetary 
Fund, Washington, D.C. 

632 Industry Studies) Extractive Industries 
Randall, A.; Crunewald, O.; Johnson, S.; Aus- 
ness, R. and Pagoulatos, A. — Reclaiming 
Coal Surface Mines in Central Appalachia; 
A Case Study of the Benefits and Costs 
We report the results of a study which is 
addressed specifically at estimation of the ben- 
efits from surface mine reclamation in a case 
study region of central Appalachia. For our 
study region, the benefits of reclamation occur- 
ring under Kentucky regulations as currently 
enforced are unambiguously in excess of recla- 
mation costs. The incremental benefits of rec- 
lamation under the federal bill as introduced 
in the 1977 Congress are positive and, under 
certain assumptions, exceed the costs. Even as- 
suming the universal application of the best 
available reclamation technologies in the study 
region, surface mining foi coal would generate 
some residual external costs. Land Econ., Nov. 
1978, 5d[4), pp. 472-89. University of Ken- 
tucky, Lexington. 


633 Industry Studies! Distributive Trades 
Ambrose, D. M,— Retail Grocery Pricing: In- 
ner City, Suburban, and Rural Compari- 
sons 

Grocery-pricing difference between inner 
city and suburban neighborhoods has been a 
repeated topic of concern and study. This cur- 
rent study expands upon these previous de- 
signs with the inclusion of rural areas. The data 
collected indicated that people in the rural 
areas are in the upper extreme of the price 
spectrum. Conversely, the iimer city prices are 
decidedly lower than either suburban or rural 
grocery prices. These price differences were 
evident not only in the composite prices but 
also in the major product categories. While 
these results confirm the findings of prior inner 
city pricing practices, the disclosure of the 
higher prices in rural areas adds a significant 
dimension to pricing studies. J. Bus., Jan. 1979, 
52[1), pp. 95-102. University of Nebraska, 
Omaha. 

634 Industry Studies: Construction 
Timmermann, V.; Focke, G. and Ruiz, M. — 

Supplementare Strategien fiir Entwick- 
lungslander: Eine empirische Ermittlung 
strategischer Sektoren unter Verwendung 
der Input-Output-Technik (Supplementary 
Strategies for Developing Countries; An Em- 
pirical Determination of Strategic Sectors by 
Means of the Input-Output-Technique) 

The paper demonstrates for six countries 
that the building industry is appropriate for 
a supplementary strategy in developing coun- 
tries. This thesis is still valid, considering 
substantial objections to the applicability of in- 
put-output techniques with special regard to 
developing countries. The results show that 
the building sector looks quite well — referring 
to our evaluation measures — even compared 
with the textile sector. It should be pointed 
out that the textile industry possibly has advan- 
tages in attaining export returns; but at the 
same time one has to take into consideration 
that an export-orientated supplementary strat- 
egy only fits for small developing countries. 
Jahr. Nationalokon. Statist, Oct. 1978, 193(5), 
pp. 427-48 (German). University of Ham- 
burg. 
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035 laduftry StudiMi ServioM and Related Indue* 
tries 

AU, M. M.— Some Evidence of the Efficiency 
of a Speculative Market 
The returns on various betting opportunities 
at a racetrack are determined by a competitive 
bidding of the bettors. If the market is efficient, 
the bets will be valued according to their in- 
trinsic worth, i.e., their probability distribu- 
tions alone, and thus, and two bets with identi- 
cal winning probabilities must be equally 
valued. However, if the speculative motive of 
the bettors plays a significant role in pricing 
the bets, then this equality cannot be guaran- 
teed. In this paper, two simple bets of un- 
known but identical winning probabilities are 
identified. An analysis of 1,089 observations 
shows the data are consistent with the efficient 
market hypothesis. Econometrica, March 1979, 
47[2), pp. 387-92. University of Kentucky, Lex- 
ington. 

Dymmel, M. D. — ^Technology in Telecommu- 
nications; Its Effect on Labor and Skills 
Technological change and increasing com- 
petitive pressure are expected to reduce em- 
ployment in the 1980’s and alter the occupa- 
tional composition of the industry. Reductions 
are anticipated in most occupational groups, 
with the exception of managers, officials, and 
salesworkers. Productivity rose at almost triple 
the rate of the nonfarm business economy dur- 
ing 1960-77, due primarily to strong output 
growth, which was relatively unaffected by 
fluctuations in the economy. In this period, real 
outlays for plant and equipment and research 
and development have increased strongly in 
spite of inflationary price rises. Mon. Lab. Rev., 
Jan. 1979, 102{l), pp. 13-19. Bureau of Labor 
Statistics, Washington, D.C. 

Figlewski, S. — Subjective Information and 
Market Efficiency in a Betting Market 
Much of the information available to partici- 
pants in speculative markets is in the nature 
of expert opinion, analysis, professional advice, 
and so on. Markets discount widely held factual 
information very well; this paper studies mar- 
ket efficiency with respect to subjective in- 
formation. We examine the ’‘market” for bets 


on thoroughbred horseraces to determine 
whether the published forecasts of professional 
handicappers are completely discotmted. A 
multinon^ logit probability model is used to 
measure the information content of the fore- 
casts, apd we find that they do contain conrid- 
erable infonnation but that the track odds gen- 
erated by betting discount almost all of it. 
Within the population of bettors, those betting 
at the track appear to discount the handicap- 
per information fully, but those betting 
through New York’s Off Track Betting system 
do not. / Polit. Econ., Feb. 1979, 87[l), pp. 
75-88. New York University. 

700 Agriculture: Natural Resources 
710 AcMCULTinut 

711 Agricultural Supply and Demand Analytif 
Doran, M. H.; Low, A. R. C. and Kemp, 
R. L. — Cattle as a Store of Wealth in Swazi- 
land: Implications for Livestock Develop- 
ment and Overgrazing in Eastern and South- 
ern Africa 

The contention that cattle are held as a store 
of wealth in Swaziland is supported by a regres- 
sion analysis of slaughters against price and 
rainfall and by an examination of the Swazi 
herd structure. The failure to recognize that 
cattle directly satisfy both wealth and income 
motives in traditional societies has led to the 
implementation of production-oriented live- 
stock development programs that may worsen 
the serious overgrazing problem in Swaziland. 
Observations elsewhere indicate that there are 
lessons to be learned for livestock development 
in other overgrazed parts of Eastern and 
Southern Africa. Amer. J. Agr. Econ., Feb. 
1979, 61{\), pp. 41-47. Ministry of Agriculture, 
Swaziland. 

Feck, A. E. — Implications of Private Storage 
of Grains for Buffer Stock Schemes to Stabi- 
lize Prices 

The paper examines the potential effects of 
significant commercial grain storage on bufier 
stock schemes to stabilize prices. Historical evi- 
dence is used both to illustrate the significance 
of commercial storage in the U.S. wheat mar- 
ket and to analyze the efiects of prior govern- 
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ment itorage programs on private incentives 
to store wheat. Theae results are then intro- 
duced into a simulation model of the wheat 
market and alternative buffer stock schemes 
are considered. Commercial storage is seen to 
significant!)' affect the feasibility of price stabi- 
lization schemes by reducing free market price 
variability and hence the need for price stabili- 
zation. Food Res. Inst. Stud., 1977-78, 7fl[3), 
pp. 125-40. Food Research Institute Stanford 
University. 

712 Agricultural Situation and Outlook 
Herdt, R. W.; Te, A. and Barker, R.— The Pros- 
pects for Asian Rice Production 

This paper estimates the changes that would 
be required in resources devoted to rice pro- 
duction in Asia in order to achieve a rate of 
growth in production commensurate with the 
projected rate of growth in demand. The 
model projections imply that in the absence 
of further technological change, it will be im- 
possible for production to grow fast enough 
to match population growth, even with a level 
of annual investment twice as high as in the 
past decade. It will be diflBcult to achieve a 
higher rate of growth for fertilizer and irri- 
gated land. The importance of further techni- 
cal change is evident. Food Res. Inst. Stud., 
1977-78, /fl[3),pp. 183-203. International Rice 
Research Institute, Los Banos, Philippines; 
idem; Cornell University. 

713 Agricultural Policy, Domestic and Interna- 
tional 

Peterson, W. L. — International Farm Prices 
and the Social Cost of Cheap Food Policies 
The evidence suggests that real prices re- 
ceived by farmers in the LDC’s have been sub- 
stantially lower than farm prices in the de- 
veloped nations. Estimates of a long-run 
aggregate agricultural supply elasticity from 
cross-section data reveal that it is relatively 
elastic, in the range of 1.25 to 1.66. It is esti- 
mated also that with more favorable farm 
prices agricultural output in a group of 27 
log's could have been 40 to 60 percent 
greater than it was and the national income 
of the group increased by more than 3 percent 
annually. Amer.J.Agr. Econ., Feb. 1979, 67(1), 
pp. 12-21. University of Minnesota, St. Paul. 


Taylor, C. R. and Talpaz, H,— Approximately 
Optimal Carryover Leveb for Wheat in the 
United States 

This paper presents results of stochastic sim- 
ulations of adherence to a first-period, first-or- 
der, certainty equivalence decision rule for ap- 
proximately optimai wheat stocks in the 
United States. The decision rule is obtained 
by maximizing a first-order approximation of 
the discounted sum of expected producers’ 
plus consumers’ surplus less storage costs over 
a long-time horizon. For comparative pur- 
poses, stochastic simulations of the present sys- 
tem for holding stocks are also given in the 
paper. Stock levels under the present system 
were found to be higher than the certainty 
equivalence stock levels. Amer. J. Agr. Econ., 
Feb. 1979, 6/(1), pp. 35MiO. Texas A&M Uni- 
versity, College Station. 

716 Farm Management 

Jones, W. O, — ^Turnips, the Seventh Day Ad- 
ventist Principle, and Management Bias 
Preoccupation with technical limitations and 
with “efficient but poor” hypotheses have 
tended to obscure possibilities for increasing 
output of tropical AWcan agriculture by better 
allocation of resources among tasks and their 
more effective employment in performing in- 
dividual tasks. The English agricultural “revo- 
lution” of the eighteenth century illustrates 
the importance of allocative efficiency and eco- 
nomic motivation in increasing productivity. 
Similar factors may explain various local in- 
creases in African farm productivity. Current 
empirical investigations of productivity, how- 
ever, tend to mask this variability. More em- 
phasis on employing existing technologies 
effectively, less on introducing new technolo- 
gies, would make development programs more 
successful. Food Res. Inst. Stud., 1977-78, 
76(3), pp. 141-57. Food Research Institute, 
Stanford University. 

717 Land Reform and Land Use 

Bardhan, P. K. — Agricultural Development 
and Land Tenancy in a Peasant Economy: 
A Theoretical and Empirical Analysis 
In this paper we have a two-season model 
of agricultural production in a peasant econ- 
omy, with unemployment in the lean season 
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and land rationing at a conventionally fixed 
crop share by a monopolistic landlord who is 
also die financier of cmuumption credit for the 
sharecropper families. We then work out hy- 
potheses about the relation of the equilibrium 
percentage of area under tenancy with land 
quality factors, labor intensity of crops, extent 
of unemployment, interest rates, weather un- 
certainty, etc. Most of the hypotheses are con- 
firmed by interstate cross-section evidence 
from India in early 1950's. Amer. J. Agr. Econ., 
Feb. 1979, 6/(1), pp. 48-57. University of Cali- 
fornia, Berkeley. 

718 Rural Ek»nomics 

Murdock, S. H.; Wieland, J. S. and Leistritz, 
F. L. — An Assessment of the Validity of the 
Gravity Model for Predicting Community 
Settlement Patterns in Rural Elnergy-Im- 
pacted Areas in the West 
This study assesses the use of a gravity model 
for predicting the probable community settle- 
ment patterns of energy related workers in 
rural areas. It compares the actual settlement 
patterns of over 2500 Western energy workers 
to those predicted by a gravity model. Findings 
indicate that the model is less effective in pre- 
dicting rural community settlement patterns 
than urban patterns and that its predictive abil- 
ity is highly variable from one geographical 
location to another for different worker sub- 
populations. Such models should thus be selec- 
tively used and only after a preliminary assess- 
ment of the model’s validity has been made 
for the specific area of interest. Land Econ., 
Nov. 1978, 54(4), pp. 461-71. Texas A&M Uni- 
versity, College Station. 

720 Natural Resources 
721 Natural Resources 

Aarrestad, J. — Optimal Savings and Exhaust- 
ible Resource Extraction in an Open Econ- 
omy 

A macroeconomic model for an open econ- 
omy, where optimal savings and exhaustible 
resource extraction can be determined 
simultaneously, is presented. The model is ap- 
plicable to an economy with a considerable 
stock of exhaustible resources, which are ex- 
ported. The optimal extraction path depends 
on conditions in the rest of the economy, and 


the optimal path of capital accumulation de- 
pends on conditions in die resource sector. 
Properties of the optimal paths are derived, 
and their dependence on ^ces, parameters, 
and initial conditions in the economy are exam- 
ined./ Econ. Theory,Oct.. 1978, /9(l),pp. 163- 
79. Institute of Economics, Norwegian School 
of Economics and Business Administration, 
Bergen. 

Bumets, H. S. and Quirk, J. P. — ^Appropriative 
Water Rights and the Efficient Allocation of 
Resources 

This paper investigates the allocative effi- 
ciency of the appropriate system of water 
rights, within the context of a simplified model 
of a water-using industry. At a long-nm com- 
petitive equilibrium for the industry and with 
a prohibition on the transfer of water rights 
among firms, it is shown that; (1) senior appro- 
priators claim and use more water than Junior 
appropriators; (2) senior appropriators bear less 
risk than junior appropriators; (3) the allocation 
of water and diversion capacities among firms 
is inefficient, being dominated by an equal 
sharing among firms. The equal sharing alloca- 
tion, which is Pareto optimal when diversion 
capacities are supplied by a competitive leas- 
ing industry, can be achieved under the appro- 
priative system if there are competitive mar- 
kets in water rights and in. leases for the use 
of diversion capacities, an application of the 
Coase theorem. Amer. Econ. Rev., March 1979, 
69(1), pp. 25-37. University of New Mexico, 
Albuquerque; California Institute of Technol- 
ogy, Pasadena. 

Clark, C. W.; Clarke, F. H. and Munro, G. R. — 
The Optimal Exploitation of renewable Re- 
source Stocks; Problems of Irreversible In- 
vestment 

A dynamic model of the commercial fishery 
is considered in which capital invested in fleet 
capacity is assumed to be “non-malleable.” The 
resulting two-state-variable optimal control 
problem is solved completely and rigorously 
by means of a novel application of a method 
referred to as the “Royal road of Caratheo- 
dory." The optimal development paths are rel- 
atively complex, normally involving a phase 
of temporary overcapacity in the fishery. Also, 
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aaiuining a poaitive rate of depreciation, there 
ezitt two optimal fish biomass leveb, a short- 
term and a long-term optimum. Econometrica, 
Jan. 1979, 47[\), pp. 25-47. University of Brit- 
ish Cohimbia, Vancouver. 

Hoel, M,— Resource Extraction, Substitute 
Pr^uction, and Monopoly 
The article analyzes the extraction of an ex- 
haustible natural resource by a monopolist 
when a substitute for the resource exists. For 
quite general demand fimctions, the initial 
price will be higher, and initial extraction 
lower, if the substitute is supplied competi- 
tively than if it is controlled by the monopolist. 
When the demand elasticity is constant, the 
existence of a competitively supplied substi- 
tute will give a higher initial price than the 
initial price when no substitute exists, provided 
the cost of producing the substitute is sufiB- 
ciently high. In this case the initial price will 
be higher the lower this cost is. / Econ. Theory, 
Oct. 1978, 79(1), pp. 28-37. University of Oslo. 

722 Conservation and Pollution 
Cocheba, D. J. and Langford, W. A.— WUdlife 
Valuation: The Collective Good Aspect of 
Hunting 

This article specifies three wildlife valuation 
technique requirements and employs them to 
assess the usefulness of existing valuation 
methods. The Hotelling-Clawson-Knetsch or 
travel-cost method is judged to have limited 
potential for wildlife valuation. A direct con- 
sumer's surplus (DCS) approach used by Judd 
Hammack and Gardner M. Brown, Jr., is modi- 
fied and extended to include a previously neg- 
lected aspect of wildlife value — the collective 
good dimension. An empirical test of the model 
demonstrates that, by itself, the value of 
bagged game underestimates the hunting 
value of waterfowl. Therefore, hunting value 
estimates should include the benefits derived 
from both consumptive and nonconsumptive 
hunting uses of wildlife. Land Econ., Nov. 
1978, 54(4), pp. 490-504. Central Washington 
University, EUensburg, Washington. 

Pethig, R.— Environmental Management in 
General Equilibrium: A New Incentive 
Compatible Approach 


Pollution is introduced into a microeco- 
nomic general equilibrium model as a set of 
pure public consumers' goods. No a priori 
distinction between (useless) waste products 
and "regular” goods is made. Instead, pollution 
is explained by the discharge of the economy's 
aggregate excess supply of private goods into 
the environment. A Groves-Ledyard type of 
government enforces a scheme of emissions 
taxes and specific transfers that guide the allo- 
cation of pollution and offer a solution to the 
free rider problem. The main results of the 
paper are an existence theorem and the two 
fundamental theorems of welfare economics. 
Int. Eicon. Rev., Feb. 1979, 20(1), pp. 1-27. Uni- 
versity of Mannheim. 

Sims, W. A. — The Response of Firms to Pollu- 
tion Charges 

'The main contribution of this paper is in the 
application of a translog cost function to the 
estimation of pollution abatement responsive- 
ness of plants in the brewing industry. In addi- 
tion, the differences in response by firms to a 
popular form of pollution charge — the sewer 
effluent charge — relative to the standard 
"pure” effluent charge, is investigated. The 
empirical results demonstrate considerable 
abatement responsiveness to pollution charges 
by firms in the brewing industry. It is also sug- 
gested that sewer effluent charges lead to cer- 
tain undesirable side effects. Empirical esti- 
mates of these side effects are also presented. 
Can.]. Econ., Feb. 1979, 72(1), pp. 57-74. Con- 
cordia University, Montreal. 

723 Energy 

Balogh, T. — Monetarism and Oil Price Crisis 

This paper demonstrates that the critical 
turn in the economic development of the non- 
Soviet world preceded the oil-price crisis, 
though the swing away from full employment 
and expansion was greatly aggravated by 
OPEC policy. This pre-OPEC change in for- 
tune was due to the retreat from Keynesian 
policies, a retreat due mainly if not entirely 
to the relentless inflation against which all gov- 
ernments fought. In this paper, the monetarist 
analysis of inflation and oil prices is dissected, 
and the logical inadequacies exposed. Finally 
some tentative suggestions of how the non-So- 
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viet work can avoid a repetition of the financial 
and economic catastrophe of 1931-33 while 
living with Arab nations who will generate 
large current balance-of-payments surpluses is 
developed. /. Post Keynesian Econ., Winter 
1978-79, /(2), pp. 27-46. British National Oil 
Corporation, London. 

Butler, G. R. and Gale, J. R. — BTU Cost Com- 
parisons of Conventional and Nonconven- 
tional Energy Sources 
This paper compares the BTU costs of con- 
ventional and nonconvendonal energy sources 
available primarily to ultimate consumers in 
the United States. The paper first presents the 
BTU costs of conventional energy sources such 
as natural gas, electricity, and fuel oil. The au- 
thors then review a number of studies and gov- 
ernment data, which have estimated the BTU 
costs of nonconvendonal energy sources, such 
as solar energy, wood, shale, oil, and coal deriv- 
adves. Based upon current market prices, capi- 
tal costs, and supply data, the authors conclude 
that the nonconvendonal energy forms will not 
have any significant impact upon total energy 
consumpdon unless the relative costs of con- 
ventional and nonconvendonal energy sources 
become closer. Neb.J. Econ. Bus., Winter 1979, 
18(\), pp. 43-60. Michigan Technological Uni- 
versity, Houghton. 

Davidson, P. — The United States Internal Rev- 
enue Service: Fourteenth Member of 
OPEC? 

OPEC is obtaining large monopoly rents via 
a per barrel "income tax” levied against the 
producing companies. The Carter wellhead tax 
proposal utilizes the same Robinsonian device 
to capture the monopoly tax on old oil. This 
paper demonstrates that if the IRS were to 
disallow the current tax credit status for taxes 
paid to OPEC and also not permit a tax deduc- 
tion for such payments (on the grounds that 
they are, like bribery or extortion, not tax de- 
ductible), then the U.S. could share with OPEC 
the current monopoly rents and simulta- 
neously encourage producers to contract 
OPEC operations and expand search and pro- 
duction activities in non-OPEC areas. / Post 
Keynesian Econ., Winter 1978-79, /(2), pp. 47- 
58. Rutgers University, New Brunswick, New 
Jersey. 


Georgescu-Roegen, N. — ^Energy Analysis and 
Economic Valuation 

The prevailing energetic dogma, according 
to which energy alone matters, was only fos- 
tered by the oil embargo; its roots are old. 
Against It, the author proposes a fourth ther- 
modynamic law — the impossibility of pro- 
ducing unlimited mechanical work without 
dissipating available matter, i.e., of perpetual 
motion of the third kind. The fashionable net 
and gross energy analyses ignore this impossi- 
bility. In claiming that economic values refiect 
only energy costs, these analyses err twice. 
Economic values also include both services and 
available matter (which carmot be converted 
from pure energy). An analysis including mate- 
rial needs shows that the known solar recipes 
are “parasites” causing a global energy deficit. 
Southern Econ. J., April 1979, 45(4), pp. 1023- 
58. Regional Research Institute, West Virginia 
University, Morgantown, and Faculty des Sci- 
ences Economiques, Strasbourg, France. 

Issawi, C. — ^The 1973 Oil Crisis and After 
The 1973 oil crisis resulted from the interac- 
tion of several factors, not all interrelated; the 
erosion of the Western political, military, and 
economic position in the Middle Elast; the de- 
creasing hegemony of the American and Brit- 
ish oil companies; the rise of OPEC after 1960 
and its peculiar structure; the confrontation 
in Libya between government and companies 
in 1970-71; the change in the demand and 
supply of oil; the neglect of other sources of 
energy; the change in inter-Arab relationships; 
and the weakness of Western leadership. Alter- 
native projections for oil production and con- 
sumption in the 1980’s are examined. J. Post 
Keynesian Econ., Winter 1978-79, 7(2), pp. 3- 
26. Princeton University. 

800 Manpower; Labor; Population 

810 Manpower Traininc and Allocation; 

Labor Force and Supply 

813 Labor Forcse i 

Bardhan, P. K. — Labor Supply Functions in a 
Poor Agrarian Economy 
In this paper we have analyzed a very large 
set of cross-sectional data for agricultural work- 
ers in rural West Bengal in estimating farm 
labor supply functions. We find hardly any evi- 
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dence of the standard horizontal supply curve 
of labor frequently assumed in the theoretical 
literature on development The wage elasticity 
of supply turns out to be rather small. It seems 
labor supi^y (as well as reported supply price 
for extra work) is primarily determined by so- 
cial and demographic conditions for the labor- 
supplying household and its asset situation. 
Amer. Econ. Rev., March 1979, 69(1), pp. 73- 
83. University of California, Berkeley. 

820 Labor Mabket8{ Pubuc Poucy 

821 Theory of Labor Markets and Leisure 
Driehuis, W. — Labour Market Imbalances and 
Structural Unemployment 
After a view of labor market data 1955-75 
and their characteristics in Germany, France, 
the U.K., the Netherlands, and Belgium, C. C. 
Holt’s theory of the labor market is used to 
estimate UV (the unemployed and vacancies) 
functions. Cyclical and structural shifts herein 
are studied separately. Cyclical shifts are esti- 
mated in both single and distributed lag form. 
For all the countries a structural shift of the 
UV function could be observed since 1967, 
which points to structural unemployment due 
to the malfunctioning of the labor market. In 
combination with frictional unemployment, it 
shares about 50-60 percent of total unemploy- 
ment in 1975. Traditional macroeconomic poli- 
cies influencing demand and/or costs are 
therefore considered to be considerably con- 
strained in their efltects on unemployment. 
Kyklos, 1978, 31(4!), pp. 638-61. University of 
Amsterdam. 

Ito, H. H. — ^The ElfFective Wage Rate, Labor 
Force Participation and the Rate of Return 
to Investment in Human Capital 
The consumer theory approach to job search 
is employed to develop the efltective wage con- 
cept, which represents the certainty wage 
equivalent of labor market participation for an 
unemployed worker. The relationship be- 
tween various iearch theoretic labor market 
parameters afld die efifective wage is investi- 
gated. These results are employed to analyze 
the potential biases in the estimation of the 
participation function and the rate of return 
to human capital for secondary workers. 
Southern Econ. J., April 1979, 45(A), pp. 1059- 
71. California State University at Northridge. 


Kiefer, N. M. and Neumann, G. R— An Ebnpir- 
ical Job-Search Model, with a Test of the 
Constant Reservation-Wage Hypothesis 
This paper provides an empirically tractable 
version of a job-search model (cf.. Dale T. Mor- 
tensen, John J. McCall). 'Hie model is estimated 
using data on a sample of workers who were 
laid off when their plants closed. A generaliza- 
tion of the empirical model, which allows for 
reservation wages to change over duration of 
employment, is provided and estimated. Res- 
ervation wages are found to decline signifi- 
cantly with duration. Applications of the model 
and the estimates to explain diverse labor mar- 
ket phenomena are provided. / Polit. Econ., 
Feb. 1979, 67(1), pp. 89-107. University of Chi- 
cago and CORE, University Catholique de Lou- 
vain, Belgium; University of Chicago. 

Laing, N. F. — ^The Dynamics of Inflation and 
Employment in the Full-Employment Zone: 
A Theoretical Analysis 
The paper is concerned with an economy 
in which some sectors reach full employment 
before others as demand expands. The position 
of short-run equilibrium of employment and 
excess demand is determined by the intersec- 
tion of the aggregate demand schedule and 
the short-run output function, which shows the 
level of output induced by different levels of 
aggregate demand. The dynamics of the short- 
run equilibrium position are explored. It is 
shown that equilibrating forces due to relative 
price changes must predominate over dis- 
equilibrating forces due to the redistribution 
of income in the absence of exogenous shocks 
and induced cost inflation. The latter is shown 
to be subject to a multiplier effect. The paper 
ends by drawing the policy implications of the 
analysis. It refutes the acceleration thesis by 
showing that the level of the real wage does 
not tend to change under excess damand and 
argues that if the economy is taken into the 
full employment zone, forces will be set to 
work that tend to remove the bottlenecks. 
Econ. Rec., August 1978, 5'if(146), pp. 219-28. 
University of Adelaide, South Australia. 

Nickell, S. J. — ^Fixed Costs, Employment and 
Labour Demand over the Cycle 
This paper is concerned with the impact of 
hiring and firing costs on the structme of out- 
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put and labor demand over the cycle. It farther 
considers the effect of these costs on aggregate 
employment. The basic technical problem dis- 
cuued is the determination of optimal hours 
and employment for a fixed coefficient firm 
facing a known cyclical demand pattern and 
hiiing/firing costs, which are linear with re- 
spect to the rate of change of the labor force. 
Economica, Nov. 1978, ^(180), pp. 329-45. 
London School of Economics. 

Riddell, W. C. — ^The Empirical Foundations of 

the Phillips Curve: Evidence from Canadian 

Wage Contract Data 

This study examines the determinants of ne- 
gotiated wage changes in Canada during the 
period 1953-73. The study employs individual 
contract data, and includes a discussion of the 
advantages of contract data over aggregate 
wage index data. The principal aim of the pa- 
per is to determine whether or not recent neg- 
ative findings regarding the existence of a Phil- 
lips curve during this period are in fact correct. 
The study also examines the expectations hy- 
pothesis, the effect of unanticipated inflation 
on wage changes (“catch-up”), and the effect 
of uncertainty about future inflation on negoti- 
ated wage settlements. Econometrica, Jan. 
1979, 47(1), pp. 1-24. University of Alberta, 
Eldmonton. 

Salop, S. C. — A Model of the Natural Rate of 

Unemployment 

This pap>er examines the microfoundations 
of the natural rate in a model of labor market 
equilibrium in which turnover flows and im- 
perfect information are explicitly considered. 
Workers may quit their current jobs to enter 
the unemployment pool in order to search 
among available vacancies for a more pre- 
ferred position. Firms economize on turnover 
by an appropriate wage policy. The internal 
labor market for experienced trained worker 
is conceptually separated from the external la- 
bor market for new employees. Moreover, the 
firm is constrained to pay an identical wage 
rate to all its employees, regardless of seniority. 
As a result, both labor markets are unable to 
clear simultaneously, and quantity adjustments 
are required in one of the markets. Hence, 
equilibrium entails not only voluntary fric- 
tional unemployment, but possibly also a 


component of involuntary structural unem- 
ployment. The equilibrium also contains com- 
ponents of disguised unemployment and 
search unemployment. Amer. Econ, Rev., 
March 1979, 69(1), pp. 117-25. Federal Trade 
Commission, Washington D.C. . 

Takagi, Y. — Surplus labour and Disguised Un- 
employment 

This paper presents the condition for the ex- 
istence of surplus labor under which total agri- 
cultural product does not decrease in the face 
of withdrawal of some workers from agricul- 
ture. It has also another purpose to review the 
historical controversy on so-called disguised 
unemployment and to point out some confu- 
sions involving surplus labor. It is demon- 
strated that (1) zero marginal productivity of 
labor is a sufficient condition for surplus labor, 
but not vice versa, and that (2) surplus labor 
exists so long as the total labor force in terms 
of labor efficiency does not decrease in face 
of withdrawal of some workers. Oxford Econ. 
Pap., Nov. 1978, J0(3), pp. 447-57. Doshisha 
University, Kyoto. 

Trivedi, P. K. and Rayner, J. — Wage Inertia 
and Comparison Effects of Australian Award 
Wage Determination, 1964-74 
This paper attempts to explain the determi- 
nation of average award wage changes without 
assuming that the outcome of certain strategic 
wage settlements is known. Models that allow 
for habit-inertia and comparison effects are 
constructed. It is argued that the main impact 
of these factors is on the specification and inter- 
pretation of lagged adjustment of wages to 
changes in its determinants. These models are 
empirically tested using the pre-indexation 
quarterly data. An analysis of 1973-74 wage 
experience is also provided. Econ. Rec., August 
1978, 54(146), pp. 195-218. Australian Na- 
tional University, Canberra. 

Viscusi, W. K. — Job Hazards and Worker Quit 
Rates; An Analysis of Adaptive Worker Be- 
havior 

Workers learn about the health and safety 
risks of their job through on-the-job experi- 
ences. This process is conceptualized using 
two-armed bandit models. Individuab will dis- 
play a preference for jobs whose implications 
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are dimly undentood. lince loose priors are 
desirable in adaptive contexts. Tbis result gen- 
eralizes to nonadaptive situations, such as those 
involving death risks. The analysis predicts that 
worker quitting should be greater in hazardous 
contexts, a result that is borne out in examina- 
tion of several sets of data on aggregative quit 
rates, individual quit behavior, and paths of 
employment. Int Earn. Rev., Feb. 1979, 20(1), 
pp. 29-4$8. Northwestern University, Evanston, 
Illinois. 

Weintraub, S. — ^The Missing Theory of Money 

Wages 

The thrust of this article is nihilistic: it alleges 
that economic analysis lacks a theory of money 
wages and that a serious start will have to be 
made to construct a version that embraces the 
historical, social, and political forces impelling 
money wages and thus the price economy, on 
its evolutionary track in time. J. Post Keynesian 
Econ., Winter 1978-79, 7(2), pp. 59-78. Uni- 
versity of Peimsylvania. 

Wessels, W. J. — ^The Contribution by Firms to 

Unemployment: A Dynamic Model 

This paper presents a dynamic model of un- 
employment that has, as the main source of 
unemployment, the decision by firms to make 
their workers substantially better off than their 
workers could be by searching for alternative 
work. In this way, firms may reduce their turn- 
over, supervising, and disciplining costs. But 
as a consequence, there will be a surplus of 
applicants for each job and a correspondingly 
higher level of unemployment. Our model is 
developed with assumptions that allow the ac- 
tions of each firm to be integrated so that we 
can consider the industry (and the economy) 
as a whole. The determinants of the level and 
path of unemployment over the business cycle 
are described. Southern Econ. J., April 1979, 
4S(A), pp. 1130-50. North Carolina State Uni- 
versity, Raleigh. 

8SS Public Policy; Role of Government 
Flemming, J. S — Aspects of Optunal Unem- 
ployment Insurance: Search, Leisure, Sav- 
ings and Capital Market Imperfections 
Unemployment insurance is analyzed in the 
optimal taxation framework. Benefits discour- 


age search and thus raise imemployment. A 
perfect capita market model is developed and 
solved explicitly for a constant absolute risk 
aversion utility function. For "realistic" param- 
eter values low replacement rates (less dum 
50 percent) are optimal. If there is no lending 
or borrowing, the optimal rates rise to about 
75 percent. Alternative models also admit lei- 
sure as a good and the input to search; this 
reduces optimal replacement when the capital 
market is perfect. When it is nonexistent, the 
optimal benefits depend on the value of lei- 
sure — rising as it falls. Alternatives to constant 
benefits conditional or continued unemploy- 
ment are considered. / Public Econ., Dec. 
1978, 70(3), pp. 403-25. Nufifield College, Uni- 
versity of Oxford. 

823 Labor Mobility; National and International Mi- 
gration 

Fields, G. S. — Place-to-Place Migration: Some 

New Evidence 

An economic model is formulated to explain 
place-to-place migration between m;qor U.S. 
metropolitan areas. Most importantly related 
to migration rates are real income, measures 
of labor market turnover, and actual and aver- 
age distance. The percentages of college stu- 
dents and military personnel and measures of 
amoimt and availability of welfare and unem- 
ployment insurance benefits are lesser contrib- 
utors. Persistent asymmetry appears — destina- 
tion economic conditions outperform origin 
conditions. The included variables explain two- 
thirds of the variance in intermetropolitan mi- 
gration rates. The results are sensitive to the 
particular specification adopted. Rev. Econ. 
Statist, Feb. 1979, 67(1), pp. 21-32. Cornell 
University. 

Steinberg, E. I. — Labor Mobility in 1960-65 

and 1970-75 

This study uses data from the Social Security 
Administration's Continuous Work History 
Sample to analyze three types of labor mobility 
in the periods 1960-65 and 1970-75: from em- 
ployment to nonemployment, from one em- 
ployer to another, and from one industry to 
another. The study finds that movement from 
employment to nonemployment was wide- 
spread in both periods and, except among 
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young women with relatively hig^ earnings, 
was more widespread in 1970-75 than in 1960- 
65. Interemployer and interindustry mobility 
declined with age. Unlike their older counter* 
parts, young workers who changed employers 
were more successful in increasing dieir earn- 
ings than were those who stayed with the same 
employer. Sum Corr. Bits., Jan. 1979, S9(l), 
pp. 25-27, 36. Bureau of Economic Analysis, 
U.S. Department of Commerce, Washington, 
D.C. 

824 Labor Market Studies, Wages, Employment 
BjSrklund, A. — On the Duration of Unemploy- 
ment in Sweden, 1965-1976 
The structural changes in the duration of un- 
employment in Sweden during the p>eriod 
1965-1976 are analyzed. Thanks to recent 
working-up of the Labor Force Surveys in Swe- 
den, it has been possible to analyze the dura- 
tion of unemployment in terms of quarterly 
survival rates. An econometric test of the struc- 
tmal changes in the survival rates reveals that 
extensions of the unemployment benefit sys- 
tem in 1968 and 1974 have not contributed 
to the rising survival rates, at least not to any 
great extent. Furthermore, the composition of 
inflow of unemployment in terms of demo- 
graphic groups has been rather stable during 
the period, which indicates that the structural 
changes have had equal effects on all four of 
the groups considered. Scand. J. Econ., 1978, 
80(4), pp. 421-39. Stockholm School of Eco- 
nomics. 

Demetriades, E. I. and Psacharopoulos, G. — 
Education and Pay Structure in Cyprus 
Using data from a sample survey of nearly 
30,000 employees, mainly in the private sector, 
the authors analyze the pay structure of a small 
island economy with no university of its own. 
The mtqor findings are that years of schooling 
and experience explain about one-half of the 
variance in relative earnings and that the rate 
of return to education is on the high side as 
one would expect it to be in a country at this 
level of development. Int. Lab. flee., Jan.-Feb. 
1979, 118(1), pp. 103-11. Ministry of Finance, 
Government of Cyprus; London School of E]co- 
nomics. 


Devenc, R. M,— Unemployment among Recip- 
ients of Food Stamps and AFDC 
Data from the Current Population Surveys 
of March and August 1976 are used to oudine 
the labor force status of persons in households 
that are beneficiaries of the AFPC and Food 
Stamp programs. The article examines charac- 
teristics of unemployment within the mgjor 
sex/age groups in the welfare population and 
emphasizes comparisons with corresponding 
nonrecipient groups. M^jor differences are 
found between the labor force status and at- 
tachment of nonbeneficiaries and the rela- 
tively unsuccessful job market situation among 
AFDC and Food Stamp recipients. The data 
are then applied to estimate the maximum im- 
pact of mandatory work registration of welfare 
recipients on the national unemployment rate. 
Mon. Lab. Rev., March 1979, 102(2), pp. 47- 
52. Bureau of Labor Statistics, Washington, 
DC. 

Flaim, P. O. — The Effect of Demographic 
Changes on the Nation’s Unemployment 
Rate 

The changes in the makeup of the labor 
force — particularly the large increase in the 
proportion of youths — ^have been found to 
have exerted considerable upward pressure on 
the Nation’s unemployment rate since the late 
1950’s. In addition to quantifying the overall 
impact of demographic changes on the jobless 
rate, this article presents separate estimates of 
the effects of the changes in the age structure 
of the population and of the changes in labor 
force participation patterns. Also examined are 
the efibcts on the jobless rate, which might 
stem from the changes in the unemployment 
insurance programs, the expansion of welfare 
programs, and various other noncyclical fac- 
tors. Mon. Lab. Rev., March 1979, 102(2), pp. 
13-23. Bureau of Labor Statistics, Washington, 
D.C. 

Levin, B. A. — Scheduled Wage Increases and 
Escalator Provisions in 1979 
This article discusses 1979 wage gains, in- 
cluding possible increases resulting from cost- 
of-living reviews, imder mtgor collective bar- 
gaining agreements negotiated in earlier years. 
At least 5.1 million of the 9.6 million workers 
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under contract! covering 1,000 workers or 
more in the private nonfarm lector of the 
economy will receive deferred wage increases 
averaging 5.1 percent. These data are further 
broken down in a table covering both cents- 
per-hour and p>ercent distributions of average 
increases in specific industries. Other tables in- 
clude information on cost-of-living provisions 
in mglor contracts, which will provide reviews 
for 4.1 million workers in 1979. These escalator 
clauses are also analyzed in terms of their vari- 
ous components, such as the frequency of re- 
views, formulas, and index used. Mon. Lab. 
Rev., Jan. 1979, 102(1), pp. 20-25. Bureau of 
Labor Statistics, Washington, D.C. 

Lillard, L. A. and Weiss, Y. — Components of 

Variation in Panel Earnings Data; American 

Scientists, 1960-70 

Several components of variation in annual 
earnings are distinguishable in panel data 
where each individual is observed over the 
same time series. Earnings variation over time 
is decomposed into sources due to measurable 
variables representing an earnings function, a 
random effect individual variance component 
in the level of earnings, a random effect indi- 
vidual component in earnings growth, and a 
serially correlated transitory component. Maxi- 
mum likelihood estimates of the implied pa- 
rameters are presented, and a method for ob- 
taining Generalized Least Squares (CLS) 
estimates of the earnings regression function, 
when the residual variance components are 
given, is explored. The implications of the indi- 
vidual level and growth components for life- 
time earnings profiles and the variance in earn- 
ings over the life cycle are presented. Finally 
the model is generalized to include a serially 
uncorrelated component as well. Econo- 
metrica, March 1979, 47(2), pp. 437-54. The 
Rand Corporation, Santa Monica, California; 
Tel-Aviv University. 

Niekell, S. J. — ^The Effect of Unemployment 
and HelatetLBenefits on the Duration of Un- 
employment 

Using cross-section data on individuals taken 
from the British 1972 General Household Sur- 
vey, this paper derives estimates of the condi- 
ti(^ probability of leaving unemployment in 


any given week of an unemidoyment spelL Us- 
ing these estimates, it examines the inq>act of 
changes in unemployment benefits on the du- 
ration of completed imemployment spells. Tfre 
m^jor results are first, the elasticity of com- 
pleted spell duration with respect to the family 
benefits to income ratio is about 0.8 and sec- 
ond, the level of benefits has a negligible im- 
pact on the conditional probability of obtaining 
a job if the individual has already been unem- 
ployed for over six months. Econ. J., March 
1979, 89(353), pp. 34-49. London School of 
Economics and Industrial Relations Section, 
Princeton University. 

Ol^os, A. Changing Expectations of the Work- 
ing Population towards Work in Hungary 
Economic development involves the trans- 
formation of the vocational structure of em- 
ployment; the overall educational level of the 
work force increases as well as the ratio of brain 
workers. However, the secondary school certif- 
icate is yet far from being general even in 
white collar jobs. The prestige of intellectual 
jobs is well reflected by a survey of the National 
Institute for Career Guidance; while 63 per- 
cent of elementary school leavers had manual 
careers in mind, only 6.3 percent of secondary 
school leavers thought of manual careers. In 
the future higher selectivity in schooling is nec- 
essary on the one hand, and higher education 
in manual jobs, too, on the other. Acta Oecon., 
1977, 19(2), pp. 191-201. Institute of Comput- 
ing Techniques, Ministry of Labour, Buda- 
pest. 

Rones, P. L. and Leon, C. — Employment and 
Unemployment during 1978; An Analysis 
A strong increase in employment high- 
lighted the Nation’s job situation in 1978. Gains 
were pervasive throughout the economy, oc- 
curring in every nujor industry and among 
all major worker groups. Blue-collar employ- 
ment showed the greatest percent increase of 
the major occupational sectors. Virtually all of 
the increases in employment resulted from an 
expansion of full-time jobs. The jobless rate de- 
clined from 6.6 percent (seasonally adjusted) 
in late 1977 to 5.8 at the end of 1978. Adult 
men and women accounted for all of this re- 
duction, sharing about equally in the improve- 
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ment. Hie rate for teenagers was relatively un- 
changed. Mon. Lab. Rev., Feb. 1979, 102(2), 
pp. 3-12. Bureau of Inbor Statistics, Washing- 
ton, D.C. 

Scherer, P. A. — ^Hie Perverse Additional 

Worker Efiect in Australia 

Australian census and survey data show that 
the wives of unemployed men have a lower 
labor force participation rate than do wives 
of employed men. In the United States the op- 
posite is the case, resulting in the “additional 
worker” effect, which is a slight enhancement 
of the female labor force due to the unemploy- 
ment of married males. The contrary Austra- 
lian result is concentrated in large families and 
might be explained by the fact that for an Aus- 
tralian family in receipt of imemployment ben- 
efits the iheans test results in the virtual confis- 
cation of admitted earnings from part-time 
employment. Australian Econ. Pap., Dec. 
1978, /7(31), pp. 261-75. University of Syd- 
ney. 

830 Trade Unions; Coixective Bargaining; 

Labor-Management Relations 

832 Collective Bargaining 

Crawford, V. P. — On Compulsory-Arbitration 

Schemes 

This paper studies the settlements generated 
by several variants of a compulsory-arbitration 
scheme called “final-offer arbitration” (FOA). 
Some of these are now in use in several states, 
and one has been recommended by Clifford 
Donn as an improvement on existing schemes. 
Under reasonable economic assumptions, two 
versions of FOA now being used are equivalent 
to imposing £, the settlement the arbitrator 
would impose in conventional compulsory ar- 
bitration, a result contrary to the intent of the 
FOA statutes. However, a simple modification 
of Donn’s proposal leads to a scheme that gen- 
erates Pareto-efficient settlements that are at 
least as good for each agent as £. This suggests 
that substantial gains in welfare could be real- 
ized by a simple change in existing FOA stat- 
utes and possibly also by using the new pro- 
cedure in situations where compulsory 
arbitration is not now prescribed by law. / Po- 
lit. Econ., Feb. 1979, 5711), pp. 131-ii9. Univer- 
sity of California, San Diego, La Jolla. 


84M) Dbmocrafbic Eoonomks 
841 Demognphic EooiMmdM 
De Vany, A. and Sanchez, N. — ^Land Tenure 
Structures and Fertility in Mexico 
This ^tudy identifies the pTonatalist bias of 
the Mexican land tenure system; it tests the 
hypothesis that the population in the land re- 
form sector exhibits higher human fertility 
than other comparable groups within Mexico. 
Tests are performed over two difilerent data 
sets using various measures of fertility, and the 
results more or less uniformly reject the null 
hypothesis that the fertility of land reform sec- 
tor families does not differ from other families. 
It is noted that the rapid rate of population 
growth in Mexico has coincided with the real- 
location of land to the land reform sector from 
the private sector. Rev. Econ. Statist., Feb. 
1979, 5/(1), pp. 67-72. University of Chicago; 
College of the Holy Cross, Worcester, Massa- 
chusetts. 

Fleisher, B. M. and Rhodes, G. F., Jr. — Fertil- 
ity, Women’s Wage Rates, and Labor Supply 
A multiple equation family model of fertility, 
child quality, wife's wage rate, and wife’s labor 
supply is estimated with disaggregate data 
from the National Longitudinal Survey, using 
an instrumental variables technique. The em- 
pirical results provide evidence that the num- 
ber of children demanded by the family is neg- 
atively associated with their cost and positively 
associated with family income, ceteris parabus. 
Desired family size feeds back negatively to 
mother’s market earning power. 'There is a sur- 
prising lack of association between number of 
children and the mother’s lifetime labor sup- 
ply. This may be because children affect labor 
supply indirectly through the wage rate. Amer. 
Econ. Rev., March 1979, 69(1), pp. 14-24. Ohio 
State University, Columbus; Colorado State 
University, Fort Collins. 

Kau, J. B. and Sirmans, C. F A Recursive 

Model of the Spatial Allocation of Migrants 
One of the controversies in the migration 
literature is the influence of past migration on 
current migration patterns. This paper ad- 
dresses this controversy by specifying and esti- 
mating a recursive model of internal migration 
in the United States using data on interstate 
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mignitioii &)wi for the period* 1940, 1950, 
1960, and 1970. The recursive model serves 
as a compromise between the simplicity of the 
traditional model and the simultaneous equa- 
tion model. TTie recursive system contributes 
to the understanding of migration behavior by 
its decomposition of the influence of past mi- 
grants on current migration flows. /. Reg. Set., 
Feb. 1979, 79(1), pp. 47-56. University of 
Georgia, Athens, Grorgia. 

Smith, T. H.— Migration, Risk Aversion, and 

Regional Differentiation 

Analysis of a simple two-region model indi- 
cates that migration may affect a regional dif- 
ferentiation of population in terms of the de- 
gree of individual risk aversion. In the case 
of zero migration costs, a simple partition of 
the population results. The partition need be 
neither unique nor stable. In the case of migra- 
tion costs, although differences in the equilib- 
rium distributions of risk-aversion between the 
regions depend on the initial distributions and 
the level of transport costs, there is a simple 
partition in terms of risk aversion between 
those who migrate and those who do not. Re- 
gional variations in the distribution of risk 
averseness could have significant implications 
for variation in regional economies. J. Reg. Set., 
Feb. 1979, 79(1), pp. 31-45. University of Cali- 
fornia, Santa Barbara. 

850 Human Capital 
851 Human Capital 

Linnerooth, J. — ^The Value of Human Life: A 

Review of the Models 

This paper reviews four consumer maxi- 
mization models where the probability of pre- 
mature death enters as a variable that is both 
known to the consumer and under his control. 
These models generate a number of interest- 
ing results with respect to a person’s willing- 
ness to pay for an increased chance of living. 
The conclusion of this review is that, in the 
absence of available data on personal demand 
for increased survival probability, it is impossi- 
ble to determine the relationship between the 
willingness-to-pay and the human-capital ap- 
proaches to placing a value on htunan life. 
Earn. Inquiry, Jan. 1979, 77(1), pp. 52-74. In- 


ternational Institute for Applied Systems Anal- 
ysis, Vienna. 

Murray, D.— Sources of Income Inequality in 
Australia, 1968-69 

There are wide divergences in the mean in- 
comes of males and females in Australia. In 
addition income is related to age, education, 
and work force participation. This paper uses 
decompositions of Theil and Gini income in- 
equality coeflScients to examine the extent to 
which inequality of earned income may be ex- 
plained by these various factors. It is suggested 
that education and age, singly and jointly, ex- 
plain a m^or part of inequality. Having al- 
lowed for these factors, sex appears to have 
a limited residual importance. Econ. Rec., 
August 1978, _54(146), pp. 159-69. University 
of New England, Armidale, New South Wales. 

Psacharopoulos, G. and Tinbergen, J. — On the 
Explanation of Schooling, Occupation and 
Earnings: Some Alternative Path Analyses 
C. Jencks’s well-known sociological path 
analysis connecting parental socioeconomic 
characteristics and some ability measure of the 
person investigated with his or her schooling, 
occupation, and income is available for the 
United States, Sweden, and the Netherlands 
in various versions. For the United Kingdom 
the analysis has now been applied to the new 
General Household Survey, supplying over 
5000 observations. This article compares the 
various results and offers a few alternative 
models, using the American and British data. 
These alternatives do not offer, in the British 
case, improvements in variance explained. 
Moreover, most regression coefficients show 
wide variations between countries. A sugges- 
tion for improvement is derived from a recent 
study using at least three occupation character- 
istics. De Economist, 1978, 796(4), pp. 505-20. 
London School of Economics; Erasmus Univer- 
sity, Rotterdam. 

900 Welfare Programs; Consumer Eco- 
nomics; Urban and Regional Economics 

910 Welfake, Health, and Education 

911 General Welfare Programs 
Krashinsky, M. — The Cost of Day Care in Pub- 
lic Programs 
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It is often observed that private enterprise 
can produce a conunodity at lower cost than 
can a public agency, and therefore public offi- 
cials facing a “make it or buy it” decision 
should choose to purchase the commodity in 
the marketplace. In the specific case of day 
care for young children, this paper suggests 
that the observation can be misleading. Day 
care is more expensive in publicly-run centers 
than in either private centers or family day 
care, but transferring subsidized children from 
public to private centers is likely to save feu- 
less than might be anticipated. Using data from 
Ontario, Canada, it is suggested that placing 
subsidized children in private day care tends 
to raise the costs per child in those centers. 
As more day care is subsidized, the discipline 
of the market is eroded, the organization of 
the work force increases, and political pressure 
for better day care intensifies, all serving to 
drive up costs. Nat. Tax ]., Dec. 1978, J/(4), 
pp. 363-72. University of Toronto. 

912 Economics of Education 
Hill, C. R, — Capacities, Opportunities and Ed- 
ucational Investments; The Case of the High 
School Dropout 

A four equation recursive model is used to 
estimate the probability of leaving high school 
before completion for a sample of white and 
black youths. For both races family back- 
ground as measured by family income, paren- 
tal education and family size are important fac- 
tors. For black youths, their knowledge of the 
labor market is the most important factor in 
affecting their probability of dropping out. Ail 
the youths who dropped out of school did not 
suffer large wage losses or periods of unem- 
ployment three of four years after dropping 
out. Rev. Econ. Statist, Feb. 1979, 61(1), pp. 
9-20. University of South Carolina Columbia. 

Hoenack, S. A. and Weiler, W. C. — ^The De- 
mand for Higher Education and Institutional 
Enrollment Forecasting 
This paper presents a university enrollment 
forecasting model and evaluates the model’s 
performance in a case application. The model 
includes (1) enrollment demand questions with 
both tuition and labor market variables; (2) 
equations to forecast values of the labor market 


variables that influence demand; and (3) proce- 
dures to calculate the statistical confidence in- 
terval in an enrollment forecast. The results 
of the case application suggest that equations 
for enrollment demand and Ifibor market vari- 
ables could be readily estimated with available 
data. However, estimated forecast confidence 
intervals may be too large to Justify basing en- 
rollment related budgets on point forecasts 
when enrollments fluctuate directly with en- 
rollment demand. Econ. Inquiry, Jan. 1979, 
17[l), pp. 89-113. University of Minnesota, 
Minneapolis. 

913 Economics of Health 
Bartel, A. and Taubman, P. — Health and Labor 
Market Success; The Role of Various Dis- 
eases 

This article estimates the effects of specific 
diseases, physician diagnosed, on wage rates 
and hours worked. It therefore differs from 
previous research in that it does not rely on 
an individual’s self-e valuation of his health sta- 
tus, which is often a biased measure of health. 
The results show strong effects on earnings 
(20-30 percent) around age 50 of such diseases 
as arthritis, bronchitis, emphysema, heart dis- 
ease, hypertension, psychoses, and neuroses, 
which were contracted during the last ten 
years. The diseases are found to reduce both 
the individual’s wage rate and his labor supply. 
Rev. Econ. Statist, Feb. 1979, 61(\), pp. 1-8. 
Columbia University; University of Pennsylva- 
nia. 

Carroll, M. S. — Private Health Insurance Plans 
in 1976; An Evaluation 
Private health insurers collected a record 
$39.4 billion in premiums and returned $35 
billion in benefits to their subscribers in 1976— 
a reflection of the steadily rising cost of health 
care, higher utilization, and the demand for 
expanded services. The industry experienced 
a net underwriting loss of $611 million, mainly 
because claims and operating expenses under 
insurance-company group business ran 3 per- 
cent above premium income. About 77 per- 
cent of the civilian population had some form 
of private hospital insurance, and about the 
same percentage had some form of surgical 
insurance. Soc. Sec. Bull, Sept. 1978, 47(9), pp. 
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Health Core Financing Administration, 
WadMngton, D.C. 

Doherty, N. A^—National Insurance and Ab- 
sence fnnn Work 

This paper examines disincentives to work 
under the U.K. Sickness Benefit scheme. These 
disincentives are considered to represent a 
form of moral hazard familiar under insurance 
systems. Time-series and cross-sectional data 
reveal some evidence of negative efiPects on 
labor supply, but these results are subject to 
competing explanations. They are compatible 
with h-equent reports of abuse of the scheme. 
Alternatively, they may support the view that 
the scheme is more effective in reaching the 
target population when the economic costs of 
being “off sick” are reduced. £con. March 
1979, S9(353), pp. 50-65. Cranfield School of 
Management. 

Gibson, R. M. and Fisher, C. R. — Age Differ- 
ences in Health Care Spending, Fiscal Year 

1977 

This report of health care spending in fiscal 
year 1977 reveals that of the $142.6 billion 
spent by the nation for personal health care 
in fiscal year 1977, 29 percent was spent for 
those aged 65 or older, 59 percent for those 
aged 19-04, and 13 percent for those below 
age 19. The average health bill reached $1,745 
for the aged, $661 for the intermediate age 
group, and $253 for the young. Public funds 
financed 67 percent of the health expenses of 
the aged, with Medicare and Medicaid to- 
gether accounting for 61 percent. More than 
two-thirds of the health expenses of the young 
and 71 percent of the expenses of those aged 
19-64 were paid by private sources. Third- 
party payments met 68 percent of the health 
e]q)enditures of all those under age 65. Soc. 
Stc. Bull, Jan. 1979, 42{1), pp. 3-16. Health 
Care Financing Administration, Washington, 
D.C. 

Hawldns, S. C. and Ri^y, D. E. — Effect of SSI 
on Medicaid Casdoads and Expenditures 
This article provides information about re- 
cent changes in state Medicaid caseloads and 
paymmits following implementation of the 
supidemental security income program (SSI) 


and the possible effects of SSI cm such changes. 
It does not appear that SSI was a signifiicant 
factor in the Medicaid changes. The growth 
in Medicaid payments resulted primarily from 
expansion of medical services to include care 
in intermediate-care facilities, inflation, and 
higher utilization of medical services. Soc. Sec. 
Bull. Feb. 1979, 42(2), pp. 3-14. Social Secu- 
rity Administration, Washington, D.C. 

Wang, C. L. — Occupational Skin Disease Con- 
tinues to Plague Industry 
Skin diseases have accounted for more than 
40 percent of all occupational diseases in past 
BLS atmual surveys of occupational ii\juries 
and illnesses. Incidence rates for total cases de- 
clined slightly between 1972 and 1976, but 
rates for lost workday cases and lost workdays 
continued high. Workers in agriculture and 
manufacturing experienced greater risk of skin 
disease than other workers. Based on detailed 
industry analyses, 15 industries were singled 
out for exceptionally high average incidence 
of sldn disease and can be considered of partic- 
ular risk to workers. Chemicals, together with 
coal and petroleum products, were the mgjor 
sources of skin disease in manufacturing, ac- 
cording to 1976 workers' compensation cases 
selected for study. Mon. Lab. Rev., Feb. 1979, 
102(2), pp. 17-22. Bureau of Labor Statistics, 
Washington, D.C. 

915 Social Security 

Diamond, P. A. and Mirrlees, J. A.— A Model 
of Social Insurance with Variable' Retire- 
ment 

Models are studied, in which ability to supply 
labor is affected by a random variable (health) 
not observable by government. When ill- 
health strikes, the consumer must retire, but 
he may choose to retire in any case. Optimal 
social insurance policies are found for one-pe- 
riod, two-period, and continuous-time models. 
It is foimd that, under plausible conditions, at 
the optimum consumers are indifferent 
whether to work or not, but do work when 
able. Insurance contributions decrease with 
age, and insurance benefits increase with age 
of retirement. It is desirable to prevent private 
saving. Some comments on the U.S. Social Se- 
curity System are added. / Public Econ., Dec. 
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1978, /^3), pp. 295-336. Massachusetts Insti- 
tute of Technology; NufBeld CkJlege, Univer- 
sity of Oxford. 

Hastings, R. I. K. — Student OASDI Beneficia- 
ries; Program Utilization and Educational 
Aspirations 

The article describes the past, current, and 
projected utilization of social security student 
benefits by children receiving them in Decem- 
ber 1972. Of the nearly 2 million children aged 
18-21 estimated to be eligible in 1972, about 
one-third were actually receiving benefits at 
tire end of the year. School enrollment rates 
by age and race were remarkably similar. 
Nearly half the students with benefits in 
current-payment status have been initially 
awarded benefits as children 5 or more years 
earlier. Median cumulative benefit received 
was projected to be just over $5,000 for those 
intending 4 or more years of college. Soc. Sec. 
Bull., Sept. 1978, 4/(9), pp. 17-33. Social Secu- 
rity Administration, Washington, D.C. 

Malian, L. B. and Cox, D. — Older Workers 
Uninsured for Retired-Worker Benefits 
This article estimates the number of persons 
who have worked in employment covered by 
the social security program but not enough to 
meet minimum requirements for retired- 
worker benefits. On the basis of a sample of 
persons near retirement age in 1973, it was 
found that about 70 percent of these persons 
are women, that they have worked an average 
of about 8 quarters, and that many of those 
ineligible have had no work in covered em- 
ployment since 1950. An estimated 12 percent 
of men and 29 percent of women aged 57- 
64 in 1973, with some covered employment 
in 1937-73, will be ineligible for retired- 
worker benefits. Soc. Sec. Bull., Dec. 1978, 
41(12), pp. 3-11. Social Security Administra- 
tion, Washington, D.C. 

916 Economics of Crime 
Bartel, A. P. — ^Women and Crime: An Eco- 
nomic Analysis 

This paper aiudyzes the determinants of fe- 
male participation in crimiiud activities 
through the use of an economic model of 
crime. The model is tested empirically on 1970 


state data on female arrests, and the result 
are generally consistent with the theoretics 
predictions. Ihe mgjor findings are that thi 
probability of arrest and the probdaility of con 
viction have significant deterrent ^focts on fo 
male property crime; the labor force partidpa 
tion rate of married women has no effect; am 
the average number of preschod children ii 
husband-wife families has a negative and sig 
nificant effect. The decrease in the averagi 
number of preschool children per husband- 
wife family that took place between 1960 an< 
1970 is shown to have accounted for more thai 
half of the increase in female property crimi 
that occurred during that decade. Econ. In 
quiry, Jan. 1979, 17(1), pp. 29-51. Columbii 
University. 

920 CoNSUMBR Economics 

921 Consumer Economics; Levels and Standards 
of Living 

Daniel, Z. — Reflections on the Measuremen 
of Living Standard and Social Welfare 
Research into the interpretation and mea 
surement of economic development level ant 
welfare have pointed out that the use of pei 
capita gross domestic product (GDP) oversim 
plifies the question. In international literature 
the following methodological suggestions art 
read: the use of aggregated GDP with correc 
tions, the integration of macro- and microeco 
nomic infomnation, systems of indicators rathei 
than a single aggregate, and surveys on the 
quality of life. Analyses must use a system oi 
indicators that is suitable for analysis and plan 
ning alike; the data collection, which must be 
economical, must be capable of being used it 
the long run; the system must be comprehen 
sive and amendable. Requirements for indica 
tors are treated in detail. Acta. Oecon., 1977 
79(2), pp. 149-64. Institute of Economic Plan 
ning of the National Plaiming Office, Hungary 

Feldstein, M. — ^Do Private Pensions Increas< 
National Saving? 

This paper discusses how private pensior 
programs differ (rom public social security ir 
their likely impact on aggregate saving. A1 
though private pensions are ^ely to reduce 
direct saving by employees, this should be off 
set by the combination of companies* partia 
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ftmriin g and the ihareholden response to un- 
fiimled liabilities. In contrast to several earlier 
empirical studies that implied that social secu- 
rity does depren national saving, the current 
time-series evidence suggests that the growth 
of private pensions has not had an adverse ef- 
fect on saA^ and may have increased saving 
by a small amount. / I^blic Earn., Dec. 1978, 
I0{2), pp. 27-83. Harvard University. 

Hocb, R—On the Theoretical Bases of Socialist 
Consumption Policy 

The essence of the socialist model of con- 
sumption is the humanization of the way of 
life. It is a dynamic concept to be adjusted to 
real states and processes, and put into practice 
by the economic and social policy of the social- 
ist state. The latter involves material stimula- 
tion to efiBciency Influencing consumption pat- 
terns too. Relations between consumers also 
have a heavy impact. Efficient consumption 
policy requires an amplification of choice and 
quality of available goods. Acta. Oecon., 1977, 
19(2), pp. 133-48. Institute of Economics, Hun- 
garian Academy of Sciences. 

Keller, J.— Relationship between the Popula- 
tion's Savings and Income in Hungary 
The analyses show that total savings of the 
population are related to the increase of money 
incomes of families, more closely than are sav- 
ings deposits. With increased per capita in- 
come, savings grow dynamically above a 
certain threshold level. Therefore national 
plaiming should consider the income of the 
population as the basic fector in the growth 
of the savings of the population. Examination 
of the propensity of families to save also shows, 
however, that ^yond the global level of in- 
comes, their distribution as well as their mar- 
ginal growth are important factors. Acta. Oe- 
con., 1977, 79(2), pp. 165-75. National Savings 
Bank, Hungary. 

PBII, G.— Anspruchsniveau and permanente 
Frustration hn Verbrauchsverhalten 
In this paper it is demonstrated— using the 
hyperbolic Engel curve as an example — ^that 
noodem psychological and sociological con- 
cepts like frustration and aspiration level fit 
well in with and enrich the “old” theory on 


a behavioral basis. In the second part of the 
paper the various hypotheses are illustrated 
in an empirical aiudysis of the expenditures 
of urban workers on private traffic from 1962 
to 1974. The estimate parameters of the hy- 
perbolic Engel curve are then interpreted as 
interesting (also for sociologists) measures of 
the class specific aspiration level and frustra- 
tion in the context of conspicious consumption 
(T. Veblen) of urban workers. Kyklos, 1978, 
31(4), pp. 588-600 (German). University of 
Linz, Austria. 

Ziesing, H. — Zur langerfristigen Entwicklung 
der Stromnachfrage in der Bundesrepublik 
Deutschland (Longer-Range Electricity De- 
mand Development in the Federal Republic 
of Germany) 

The expansive phase of the electric power 
industry in the Federal Republic of Germany 
seems to be over. Future electricity demand — 
predicted with the help of regression analysis 
for 35 demand sectors — ^is likely to increase 
considerably slower than in the past. Whereas 
electricity consumption increased by an aver- 
age of 6.2 percent annually between 1960 and 
1067, the mean rate of increase until the year 
2000 is likely to be only around 3 percent. In 
this development, the expected weakening of 
the expansion impulse that has operated till 
now will be reflected in nearly all consumer 
sectors. Lower electricity consumption in- 
crease opens the possibility of reduced — or at 
least considerably stretched — ^power plant ex- 
pansion plans in the electric power industry. 
This is true not only for capacity development 
as a whole, but also with respect to the further 
construction of atomic power plants. Kor\junk- 
turpolitik, 1978, 24(5-6), pp. 339-60 (Ger- 
man). Deutsches Institut fUr Wirtschaftsfors- 
cung, Berlin. 

930 Ubban Economics 

Mills, D. E. — Segregation, Rationing and Zon- 
ing 

This paper advances some conditions suffi- 
cient to warrant social intervention in the ur- 
ban land market and raises some issues 
surrounding a notion of “optimal zoning.” Em- 
phasis is placed on the distinction between the 
segregation and rationing efiects of zoning. A 
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general conclusion is that zoning is an appro- 
priate policy instrumoit if used for its segrega- 
tion effect, proper account being taken of its 
rationing effect, but is inappropriate when 
used explicitly for its rationing effect. Southern 
Earn./.. April 1979, 45(4), pp. 1195-1207. Uni- 
versity of Virginia, CharlottesviUe. 

931 Urban Eoonomios and Public Policy 
Amott, R. J. and Lewis, F. D. — ^The Transition 
of Land to Urban Use 
This paper investigates the economics of the 
transition of land from rural to urban use. A 
simple model is employed to examine the de- 
veloper’s problem: when and at what density 
should vacant land be developed to maximize 
the present value of the land. A series of rules 
emerge frotn the analysis relating to the timing 
and density of new development. In the latter 
half of the paper, the rules are tested against 
recent Canadian experience and perform well. 
J. Polit Econ., Feb. 1979, 87(\), pp. 161-69. 
Queen’s University, Kingston, Ontario. 

Fishkind, H. H.; Milliman, J. W. and Ellson, 
R. W. — A Pragmatic Econometric Approach 
to Assessing Economic Impacts of Growth 
or Decline in Urban Areas 
This article presents a pragmatic economet- 
ric simulation model which is flexible, work- 
able, and yet sufficiently comprehensive to be 
applicable to a wide range of urban areas expe- 
riencing changing economic prospects. The 
authors attempt to find a middle ground be- 
tween the simple but very limited multiplier 
approaches and the very large-scale economet- 
ric or input-output models. The model is con- 
structed entirely from secondary data, which 
helped to keep its development costs low, and 
the model’s operation is illustrated by analyz- 
ing the potential impacts of a firm entering 
the community and constraints on the area’s 
leading employer. iMnd Econ., Nov. 1978, 
54(4), pp. 442-60. University of Florida, 
Gainesville. 

Richter, D. K. — The Computation of Urban 
Land Use Equilibria 

This paper describes a general computa- 
tional method for finding approximate numeri- 


cal solutions to a wide variety of competitive, 
long-run, spatial equilibrium models of urban 
land use. The computational technique is 
based upon the recently discovered class of 
simplicial search or fixed point algorithms. In 
our firamework both commercial and residen- 
tial land use is endogenously determined, with 
allowance made for multiple workplaces and 
other more realistic features of an urban envi- 
ronment, which are frequently missing from 
purely analytic models. /. Econ. Theory, Oct. 
1978, 79(1), pp. 1-27. Boston College, Chest- 
nut Hill, Massachusetts. 

Rosser, J. B., Jr. — The Theory and Policy Impli- 
cations of Spatial Discontinuities in Land 
Values 

This paper elucidates the various theoretical 
explanations for the existence of spatial discon- 
tinuities in land values and shows their rela- 
tions to existing models of land values and land 
use. Zoning, special land use controls, and het- 
erogeneity of land are examined as influences 
on the land supply function, which can pro- 
duce discontinuities in land values. Applying 
the standard model of land values to the border 
of a ghetto, the study shows that discontinuities 
in land values can exist in equilibrium at the 
border if prejudice exists and exclusionary or 
discriminatory behavior by whites occurs. 
Land Econ., Nov. 1978, 54(4), pp. 430-41. 
James Madison University, Harrisonburg, Vir- 
ginia. 

932 Housing Economics 

Hanushek, E. A. and Quigley, J. M. — ^An Ex- 
plicit Model of Intra-Metropolitan Mobility 
This analysis focuses on one aspect of resi- 
dential mobility — the decision to change 
dwellings. Based on data gathered as part of 
the Housing Allowance Demand Experiment 
(HADE), this paper estimates a model of intra- 
metropolitan moving behavior related to 
household disequilibrium in the demand for 
housing. The model hypothesizes that the 
strength of the incentive to relocate varies 
with the gap between actual and equilibrium 
housing consumption. The results provide 
strong support for the model and clearly indi- 
cate the importance of changes in equilibrium 
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in afifacting moving decisions and 
•earoh intensity. Land Earn., Nov. 1978, 54(4), 
pp. 411-29. Yide University. 

Lakatos, M,— Housing and the Ways of Obtain- 
ing a Flat in Four Countries 
On the basis of an international comparison 
made by the European Centre for Coordina- 
tion and Documentation of Research in Social 
Sciences, in Vienna, the housing situation in 
the Soviet Union, Hungary, France, and Italy 
are analyzed. Quantitative and qualitative data 
are analyzed in the light of housing norms pre- 
vailing in the countries concerned. The legisla- 
tion and the actual participation of the state 
in housing construction are treated in connec- 
tion with the modes of obtaining a flat. Finally, 
the distribution of flats among social categories 
are surveyed as well as the motives of the popu- 
lation in changing accomodation. Acta. Oecon., 
1977, 79(2), pp. 177-88. Central Statistical Of- 
fice, Hungary. 

Maolennan, D. — Information Networks in a 
Local Housing Market 
The housing market, because of its complex- 
ity and disequilibrium tendencies, generally 
requires search by consumers. The acquisition 
of Information is an important factor in condi- 
tioning actual search behavior. Extending the 
methodology developed in labor market stud- 
ies, the paper develops a simple model of in- 
formation channel choice. Hypotheses are de- 
veloped from this model and tested against 
survey data. The survey data relate to the local 
furnished rental housing market in the period 
following the extension of rent controls to that 
sector. As a result the paper suggests some of 
the less obvious consequences that may follow 
the suspension of the local housing market 
price mechanism. Scot. J. Polit. Econ., Feb. 
1979, 26(1), pp. 73-88. University of Glas- 
gow. 

RMuutls, P. J. — Housing and Employment 
How successftil are present housing policies 
in promoting employment and satisi^g the 
poor’s need for shelter? First, it seems gener- 
ally true that cheaper houses have a higher 
la]x>r content diat more expensive ones, and 


single-story houses a higher labor content than 
high-rise buildings. At the same time conven- 
tional housing is frequently beyond the finan- 
cial reach of the poor. Governmental responses 
to this situation include the provision of hous- 
ing subsidies, which may be more or less effi- 
cient in helping the poor, and the encourage- 
ment of self-help housing schemes and the like. 
However, the general picture is that technolo- 
gies for constructing adequate housing without 
subsidies are not yet sufficiently advanced. Int. 
Lab. Rev., Jan.-Feb. 1979, 118(1), pp. 13-26. 
International Labour Office, Geneva. 

Rosen, H. S. — Housing Decisions and the 
U. S. Income Tax: An Econometric Analysis 
This paper examines the effects of the cur- 
rent income tax treatment of owner-occupied 
housing on the quantity of housing consumed 
and on the tenure choice by various groups. 
Cross-sectional data for 1970 are used to esti- 
mate jointly tenure choice and housing de- 
mand equations. The equations’ parameters 
are used to assess the efficiency and equity im- 
plications of the relevant tax law provisions. 
/ Public Econ., Feb. 1979, 77(1), pp. 1-23. 
Princeton University. 

933 Urban Transportation Economics 
Abe, M. A. — Reciprocal Consumption Exter- 
nalities in Urban Transportation: Problems 
of Optimal Tolls and Investment 
A user of public service is usually required 
to provide a considerable amount of his__time. 
Time is a scarce conunodity and, as such, com- 
mands a positive price. The paper discusses 
the importance of money price and time price 
in choice of travel modes, automobile or bus. 
Discussed is the optimal allocation of commut- 
ers between the two travel modes under recip- 
rocal externalities between them in terms of 
both money cost and time cost. Under these 
externalities, Pareto optimality and profit max- 
imization imply different tolls, even when 
commuters have homogeneous values of time. 
Government policies to achieve the optimal 
flow of traffic are discussed: a lottery method 
when commuters have homogeneous time val- 
ues and an iteration method when commuters 
have diverse time values. Econ. Stud. Quart. 
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Dec. 1978, 29(3), 248-58. Marquette Uni- 

versity, Milwaukee. Wisconsin. 

940 Begionai. Economics 

941 Regional Economics 
Latham, W. R.; Lewis, K. A. and Landon, 
J. H. — Regional Econometric Models: Speci- 
fication and Simulation of a Quarterly Alter- 
native for Small Regions 
This paper describes the specification, esti- 
mation, and simulation of a regional econo- 
metric model for the State of Delaware, which 
has been used for policy purposes in the state 
for several years. The Delaware model differs 
from those of other regions in several impor- 
tant respects; (1) the region modeled is truly 
small; (2) the model is estimated with quarterly 
rather than annual data; (3) the basic account- 
ing identity around which the model is con- 
structed is gross regional income rather than 
gross regional product; and (4) the model intro- 
duces the use of a more elaborate microeco- 
nomic theory of the labor market into regional 
modeling. / Reg. Set., Feb. 1979, 19(1), pp. 
1-13. University of Delaware, Newark. 

Mulligan, C. F. — Additional Properties of a Hi- 
erarchical City-Size Model 
This paper explores a number of related 
properties of a hierarchical city-size model 
based on Christaller-type central place princi- 
ples. The model's economic base implications 
are first clarified, and then the model is refor- 
mulated along the lines of input-output analy- 
sis. Subsequently, activity sectors (i.e., popula- 
tions engaged in providing identical service 
bundles) are defined for all central places so 
that the urban-rural population balance of the 
entire system can be established. This balance 
is shown to be inversely related to the basic- 
nonbasic ratio of the system's largest cen- 
tral place. /. Reg. Sci., Feb. 1979, J9(l), pp. 
57-66. Queen's University, Kingston, On- 
tario. 


Powell, R. A. end Mandevflle, T. D. — ^Analyais 
of Sector Interactions and Stability in a Rural 
Region of N. S. W. 

The technique of input-output analysis is ap- 
plied to a statistical subdivj|sion in the wheat- 
sheep zone of New South Wales for the pur- 
pose of analyzing the economic linkages 
between the rural and urban sectors of the 
region. Hie economic structure of the region 
is examined, and the flow-on effects of changes 
in farm sector income on specific sectors and 
the region as a whole are analyzed. Finally, 
some implications of the results as a whole are 
analyzed. Finally, some implications of the re- 
sults for stabilization and regional develop- 
ment are discussed. Econ. Rec., August 1978, 
54(146), pp. 239-55. University of New En- 
gland, Armidale, New South Wales. 

Roberts, R. B. and Fishidnd, H. — ^The Role of 
Monetary Forces in Regional Economic Ac- 
tivity: An Econometric Simulation Analysis 
This paper describes some conceptual ad- 
vances in regional econometric modeling of 
regional supply conditions and some new in- 
sights into subnational business cycles. While 
the financial sector is one where factors of 
production (capital) should be as close to per- 
fectly mobile as factors can be, this research 
suggests that (1) even this sector has important 
regional aspects, (2) capital is not perfectly mo- 
bile, and (3) the regional differences are empir- 
ically significant. The simulation results indi- 
cate that regional econometric models that 
exclude considerations of regional financial 
markets are capable of reasonable simulation 
behavior and can produce adequate forecasts. 
However, a more structural model, which ex- 
plicitly allows for regional fiiuuicial markets, 
can provide greater accuracy, particularly 
when national business conditions are near 
peaks or troughs, as this is the time when re- 
gional differences are the greatest and the most 
important. /. Reg. Sci., Feb. 1979, f9(l), pp. 
15-29. University of Florida, Gainesville. 
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'T’hat human endeavors are con- 
strained by our limited and uncertain 
knowledge of the world has always been 
recognized by leading economic thinkers, 
far too numerous to be cited here. (An 
extended historical bibliography is con- 
tained in a forthcoming treatise by Fritz 
Machlup [81, 1979].) But despite this long- 
standing recognition, until relatively re- 
cently there was no rigorous foundation 
for the analysis of individual decision- 
making and market equilibrium under un- 
certainty. This foundation lacking, the 
standard analytical models of our text- 
books (typified by the familiar apparatus 
of supply and demand) made no explicit 
provision for uncertainty. It is not surpris- 


ing, therefore, that the world of affairs of- 
ten found academic economics to be of 
little operational value. 

Recent explosive progress in the eco- 
nomics of uncertainty has changed this 
picture. The subject now flourishes not 
only in economics departments, but in 
professional schools and programs ori- 
ented toward business, government and 
administration, and public policy. In the 
world of commerce, stockmarket analysts 
now regularly report measures of share- 
price uncertainty devised by economic 
theorists. Even in government and the 
law, formal analysis of uncertainty is be- 
ginning to appear in dealing with such 
problems as safety and health, allowable 
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return on investment, and income distri- 
bution. And academic economists, armed 
with the new developments in the eco- 
nomics of uncertainty, are much more 
successfully analyzing previously intract- 
able phenomena such as insurance, re- 
search and invention, advertising, specu- 
lation, and the functioning of financial 
markets. 

It will be impossible to provide any ade- 
quate review here of all the important de- 
velopments under the headings of uncer- 
tainty and information. What we hope to 
do is to expound the central underlying 
ideas in nontechnical fashion; to introduce 
the novel tools of analysis that have 
proved fruitful in this area; and to go 
somewhat more deeply into selected ap- 
plications in order to convey some impres- 
sion of the potential richness and power 
of the theory. Wherever possible, we will 
provide citations to mtyor branches of the 
literature that we have been unable to sur- 
vey here. 

The theoretical developments that have 
brought about this intellectual revolution 
have two main foundation stones: (1) the 
theory of preference for uncertain contin- 
gencies and in particular the “expected- 
utility theorem” of John von Neumann 
and Oskar Morgenstern [103, 1944], and 
(2) the formulation of the ultimate goods 
or objects of choice in an uncertain uni- 
verse as contingent consumption claims: 
entitlements to particular commodities or 
commodity baskets valid only under speci- 
fied “states of the world” (more briefly, 
“states”) [4, Kenneth J. Arrow, 1953; 7, 
1964; 29, Gerard Debreu, 1959], Just as 
intertemporal analysis requires subscript- 
ing commodity claims by date, un- 
certainty analysis requires subscripting 
commodity claims by state. Among ob- 
jects of choice so defined, as we shall see, 
production and exchange and consump- 
tion all take on recognizable forms as gen- 
eralizations of the corresponding pro- 
cesses in the familiar world of certainty f 


An alternative conceptualization of the 
objects of choice under uncertainty runs 
in terms of the statistical parameters of 
the probability distributions of commodity 
or income claims. In that formulation it 
is assumed that individuals prefer greater 
mean income but smaller variance of in- 
come; attention may or may not be paid 
to higher moments of the distribution [83, 
Harry M. Markowitz, 1959], It has been 
shown that the more general "state-pref- 
erence” representation of the objects of 
choice under uncertainty can be reduced 
to such a “parameter-preference” repre- 
sentation by making a number of special- 
izing assumptions [141, James Tobin, 
1958; 17, Karl Borch, 1968; 39, Martin S. 
Feldstein, 1969]. In the particularly sim- 
ple form of choice between mean return 
and variance of return on investment, the 
parameter-preference model has pro- 
vided the basis for important modern de- 
velopments in the theory of finance [83, 
Markowitz 1959; 130, William F. Sharpe, 
1964; 75, John Lintner, 1965; 99, Jan Mos- 
sin, 1966]. We will not be able to pursue 
the parameter-preference approach here; 
for recent surveys see Michael C. Jensen 
[65, 1972] and Robert C. Merton [96, 
forth, 1980]. 

The modern analytical literature on un- 
certainty and information divides into two 
rather distinct branches. The first branch 
deals with market uncertainty. Each indi- 
vidual is supposed to be fully certain about 
his own endowment and productive op- 
portunities; what he is unsure about are 
the supply-demand offers of other eco- 
nomic agents. In consequence, on the 
individual level the search for trading 
partners and at the market level disequi- 
librium and price dynamics take the center 
stage — replacing the traditional assump- 
tion of costless exchange at market-clear- 
ing prices [136, George J. Stigler, 1961; 
137, 1962; 94, John J. McCall, 1965]. Ex- 
plicit analysis of market uncertainty is 
leading toward a more realistic treatment 
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of market “imperfections,” witihi implica* 
tions not only for microeconomics but for 
macroeconomics as well [106, Edmund S. 
Phelps, 1970]. The second branch of liter- 
ature deals with technological uncertainty 
or (a preferable designation) event uncer- 
tainty. Here individuals are uncertain not 
about the terms on which they might 
make market exchanges but rather about 
exogenous events — such as resource en- 
dowments (will the wheat crop be large 
or small?) or productive opportunities 
(will fusion power be available?) or public 
policy (will taxes be cut?). Put another 
way, market uncertainty concerns the 
endogenous variables of the economic sys- 
tem, event uncertainty the exogenous 
data. 

The present survey is limited to the rel- 
atively more tractable topic of event un- 
certainty. This limitation permits us to 
employ the simpler traditional model of 
perfect markets in which all dealings take 
place costlessly at equilibrium prices. Re- 
cent studies of the complex search and 
disequilibrium phenomena that emerge 
under market uncertainty are reviewed 
in Michael Rothschild [117, 1973] and Ste- 
ven A. Lippman and McCall [76, 1976]. 

The paper is divided into two main 
parts, the first covering the economics of 
uncertainty and the second the economics 
of information. The two categories corre- 
spond to what might be called passive ver- 
sus active responses to our limitations of 
knowledge. In Part I individuals may be 
said to adapt to the fact of uncertainty; 
in Part II they are allowed also to 
overcome uncertainty by engaging in in- 
formational activities. 

I. The Economics of Uncertainty 
1.1 Decision Under Uncertainty 

In decision-making under uncertainty 
the individual chooses among acts, while 
Nature may metaphorically be said to 


TABLE 1 

Consequences of Alternaiwe Acts and States 
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“choose” among states. In principle both 
acts and states may be defined over a con- 
tinuum, but for simplicity here a discrete 
representation will ordinarily be em- 
ployed. TABLE 1 pictures an especially 
simple 2X2 situation. The individual’s 
alternative acts a = (1,2) are shown along 
the left margin, and Nature’s alternative 
states s = (1,2) across the top. The body 
of the table shows the consequences c 
resulting from the interaction of each pos- 
sible act and state. 

More generally, the individual’s deci- 
sion problem requires him to specify: (1) 
a set of acts a = (1, . . . , A); (2) a proba- 
bility function expressing his beliefs 7r(s) 
as to Nature’s choice of state s= (1, . . . , 
S); (3) a consequence function c{a,s) show- 
ing outcomes under all combinations of 
acts and states; and, finally (4) a prefer- 
ence-scaling or utility function v{d) de- 
fined over consequences. Using these as 
elements, the “expected-utility rule” (Sec- 
tion 1.1.4 below) enables him to order the 
available acts in terms of preferences, i.e., 
to assign a utility function over acts u(a) 
so as to determine the one most highly 
preferred. 

1.1.1 The Menu of Acts. We shall con- 
sider here two main classes of acts: 
terminal, and non-terminal or informa- 
tional. 

Terminal actions represent making the 
best of one’s existing combination of in- 
formation and ignorance. For example. 
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you might decide whether or not to take 
an umbrella on the basis of your past his- 
tory of having been caught in the rain. 
In statistical theory, terminal action is ex- 
emplified by the balancing of Type I and 
Ty]^ II errors in coming to a decision 
(whether to accept or reject the null hy- 
pothesis) on the basis of the evidence or 
data now in hand. In contrast with the 
classical statistical problem, which may be 
likened to the decision situation of an iso- 
lated Robinson Crusoe, in the world of 
aJBFairs studied by economists there are 
interpersonal arrangements — insurance 
contracts, futures markets, guarantees and 
collateral, the corporation and other forms 
of combined enterprise — which serve to 
widen the terminal-act options available 
to individuals. These market processes 
provide a variety of ways for sharing risks 
and returns among the decision-making 
agents in the economy. 

Informational actions are non-terminal 
in that a final decision is deferred while 
awaiting or actively seeking new evidence 
which will, it is anticipated, reduce uncer- 
tainty. In statistics, informational actions 
involve decisions as to new data to be col- 
lected; choice of sampling technique, sam- 
ple size, etc. Again, in the world of affairs, 
interpersonal transactions open up ways 
of acquiring information apart from the 
sampling techniques studied in statistics: 
information may be purchased, or in- 
ferred by monitoring the behavior of oth- 
ers, or even stolen. To a degree, informa- 
tion acquisition and dissemination have 
become specialized functions (the “knowl- 
edge industry” [79, Machlup, 1962]) 
whose practitioners are rewarded by ex- 
changes with other economic agents in 
the economy. 

Part I of this paper will, apart from in- 
troductory discussions, cover only termi- 
nal actions— decisions made under fixed 
probability beliefs (“the economics of un- 
certainty”). The enlarged range of issues 
generated by admitting also non-terminaf 


actions will be examined in Part II (“the 
economics of information”). 

1.1.2 The Probability Function. We ynO. 
assiune that each individual is able to rep- 
resent his beliefs as to the likelihood of 
the different states of the world (e.g., as 
to whether Nature will choose Rain or 
Shine) by a “subjective” probability dis- 
tribution [40, Irving Fisher, 1912, ch. 16; 
126, Leonard J. Savage, 1954]. That is, an 
assigiunent to each state of a number be- 
tween zero and one (end-points not ex- 
cluded) whose sum equals unity. Subjec- 
tive certainty would be represented by 
attaching the full probabilistic weight of 
unity to only one of the outcomes. The 
degree of subjective uncertainty is re- 
flected in the dispersion of probability 
weights over the possible states. 

Frank Knight j72, 1921] attempted to 
distinguish between “risk” and “uncer- 
tainty,” depending upon whether proba- 
bility estimates are or are not calculable 
on the basis of an objective classification 
of instances. At times he suggested [72, 
1921, pp. 20, 226] that the probability con- 
cept is inapplicable under true uncer- 
tainty, for example, to such questions as 
whether or not a cure for cancer will be 
discovered in the next decade. It will not 
be possible to review here the philosophi- 
cal and operational underpinnings of the 
probability concept; for our purposes, it 
is sufficient that the “subjective” or “de- 
gpree of belief’ interpretation has proved 
fruitful even for Knightian uncertainty sit- 
uations. But elsewhere Knight’s discussion 
is much more in line vidth modem devel- 
opments, as when he suggests [72, 1921, 
p. 227] that a man’s actions may depend 
upon his estimate of the chance that his 
beliefs are correct — or, we shall say, upon 
his confidence in his beliefs. We will show 
explicitly in Part 11 that degree of confi- 
dence is an essential element in non-ter- 
minal (informational) actions; the esti- 
mated value of acquiring information 
varies inversely with prior confidence. 
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1.1.3 The Consequence Function. By 
consequence is meant a full definition of 
all relevant characteristics of the individu- 
al’s environment resulting from the inter- 
action of the specified act and state. A 
consequence can be regarded as a multi- 
commodity multi-date consumption bas- 
ket. However, we will sometimes assume 
that it corresponds simply to the amount 
of a single summary variable like income. 

In the case of a terminal action, the con- 
sequences contingent upon each state 
might either be certain or probabilistic — 
depending upon the definition of “states 
of the world” for the problem at hand. 
If the states are defined deterministically, 
as in “Coin shows Heads” versus “Coin 
shows Tails,” and supposing the act is “Bet 
on Heads,” the contingent consequences 
are the simple certainties “Win” in the 
one state and “Lose” in the other. But 
states of the world might sometimes rep- 
resent alternative probabilistic processes. 
For example, the two alternative states 
might be “Coin is fair (has 50 percent 
chance of coming up Heads)” versus 
“Coin is biased to come up Heads with 
75 percent chance.” In this situation the 
act “Bet on Heads” will have probabilistic 
consequences: “50 percent chance of win- 
ning” in one state of the world, “75 per- 
cent chance” in the other. 

For an informational action, on the 
other hand, the consequences will in gen- 
eral be probabilistic even if the states of 
the world are defined deterministically, 
since acquisition of information does not 
ordinarily eliminate all uncertainty. If the 
states are “Rain” versus “Shine,” and the 
informational action is “Look at barome- 
ter,” the consequences will only be im- 
proved likelihoods of behaving appropri- 
ately — since the barometer reading is not 
a perfect predictor of Rain or Shine. 

1.1.4 The Utility Function and the Ex- 
pected-Utility Rule. In the theory of deci- 
sion under uncertainty, utility as an index 
of preference attaches both to conse- 


quences c and to acts a. We distinguish 
the two by the notations v(df and u{a), 
the problem being to derive the u{a) for 
evaluating actions from the primitive 
preference scaling v{d) for consequences. 

To choose an act is to choose a row of 
the consequence matrix, as in TABLE 1. 
Given the assignment of probabilities to 
states, this is also choice of a probability 
distribution or “prospect.” A convenient 
notation for the “prospect” associated 
with an act a, whose consequences Ca ™ 
(coi, . . . , <Vis) are to be received with re- 
spective probabilities v = (Wi, . . . , Ws), 
is: 

a ® (^ 1 , • . * , Cbs, rr\f . . . , tt^) 

The connection between the utility or- 
dering of acts and the preference scaling 
of consequences is provided by the 
Neumann-Morgenstern “expected-utility 
rule”: 

U(a) TTiViCal) + . . . + nsV{Cas) 

= 2 ( 1 . 1 ) 

That is, the utility of each act u{a) is the 
mathematical expectation or probability- 
weighted average of the utilities of the 
associated consequences v{Cai). 

The expected-utility rule is of course a 
very specific and special procedure for in- 
ferring preferences u(a) over acts from the 
primitive preference scaling of conse- 
quences v(c). What is its justification? It 
turns out that the expected-utility rule is 
usable if and only if the v{di function is 
determined in a particular way that has 
been termed the assignment of “cardinal” 
utilities to consequences. More specifi- 
cally, the underlying theorem can be 
stated as follows: 

Given certain “postulates of rational 
choice,” there is a way of assigning 
a cardinal preference-scaling function 
v{d^ over consequences such that the 
preference ranking of any pair of pro- 
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spects fl'.a* coincides with the ranking 

under the expected-utility rule. 

The “postulates of rational choice” 
therefore justify the joint use of cardinal 
utilities and the expected-utility rule in 
dealing with choices among risky pros- 
pects — a point worth emphasizing, since 
it would be quite invalid to infer that the 
theorem warrants or provides a cardinal 
utility measure for choices not involving 
risk (see the discussions in William Baumol 
[14, 1951]; Armen A. Alchian [2, 1953]; 
Robert H. Strotz [139, 1953]). 

The “postulates of rational choice” serv- 
ing as basis for the theorem have been 
set forth in a number of diflFerent ways 
in the literature [42, Milton Friedman and 
Savage, 1948; 78, R. Duncan Luce and 
Howard Raiffa, 1957; 83, Markowitz, 1959; 
85, Jacob Marschak, 1968] and involve 
technicalities that cannot be pursued 
here. Instead, what follows is an informal 
presentation (based mainly on Robert 
Schlaifer [128, 1959]) illustrating, by di- 
rect construction, the development of a 
personal cardinal preference-scaling func- 
tion for use with the expected-utility rule 
(equation 1.1). 

For the purposes of this discussion, we 
will assume that the contingent conse- 
quences c are certainties and also that c 
represents simply the quantity of general- 
ized income. Let d represent the worst 
consequence (lowest level of income) con- 
templated by the individual, and d the 
best consequence (highest level of in- 
come). As “cardinal” preference scales al- 
low free choice of leero and unit interval, 
we can let v(d) — 0 and o(4) = 1. Now 
consider some intermediate level of in- 
come c*. We can suppose that the individ- 
ual is indifierent between (assigns equal 
utility to) having c* for certain versus hav- 
ing some particular chance of success 
in a “reference lottery” involving 6 and 
B. VlTiat numerical value can we attach 
to this common level of utility to allow- 


use of the expected-utility rule? The an- 
swer is, simply, the probability it* of suc- 
cess in the reference lottery. Making use 
of “prospect” notation: 

u(c*) “ 7r*,l — TT*) * n* (1.2) 

Figure 1 illustrates a situation in which 
^ = 0, <? = 1000, c* = 250, and tt* = V4. 
That is, this individual is indifiFerent be- 
tween a sure income of $250 and a 50 
percent chance of winning in a lottery 
whose alternative outcomes are $1000 
or nothing. Then the utility assigned to 
the sure consequence $250 is just Vi, so 
o(250) = .5. Repeating this process, the 
reference-lottery technique generates the 
individual’s entire o(c) curve of Figure 1, 
which is his preference-scaling function 
for consequences. 

The expected-utility rule, combined 
with the constructed v(d) function, works 
because the latter is scaled as a probabil- 
ity. 'The formula (1.1) for finding an overall 
u(a) by weighting the utilities of contin- 
gent consequences v(c) is exactly the for- 
mula for finding the overall probability as- 
sociated with a set of contingent prob- 
abilities. 

We have foregone presenting a formal 
statement of the “postulates of rational 
choice” that underly the expected-utility 
rule. But a few comments are in order 
here: 

1. We have assumed that the v{c) scale 
is unique, applicable to every state of the 
world. This will be reconsidered below un- 
der the heading of “state-dependent util- 
ity. 

2. We have implicitly ruled out comple- 
mentarities in utility, whereby a higher 
income c* in a state s might afiFect the v 
score attached to income Ct in another 
state t. The justification is that c, and Ct 
are not to be received in combination but 
only as alternatives; no complementarity 
can exist because c, and Ct can never be 
enjoyed simultaneously. 

3. While we have emphasized that o(c) 




should be intuitively thought of as scaled 
in terms of probability, any fixed positive 
linear transformation of the v(c) scale 
would be equally satisfactory — because 
cardinality permits free choice of zero and 
unit interval. 

1.1.5 Risk-Aversion and the Risk-Bear- 
ing Optimum of the Individual. The 
“concave” form of the cardinal prefer- 
ence-scaling v(c) function in Figure 1 
shows diminishing marginal utility of in- 
come — v''(c) < 0 — for this individual. Such 
a person is said to be risk-averse, he would 
always prefer a sure consequence (level 
of certain income) to any probabilistic 
mixture of consequences (lottery or pros- 


pect) having the same mathematical ex- 
pectation. Figure 1 illustrated a situation 
where the reference lottery with equal 
chances of $1000 or zero (and thus with 
a mathematical expectation of $500) is the 
utility equivalent of a sure income of only 
$250. Such a person must then prefer a 
sure income of $500 to this risky lottery 
whose mathematical expectation is $500. 
It is intuitively evident that this general- 
izes: any point F on a concave v{c) curve 
will lie above the corresponding (verti- 
cally aligned) point along the straight line 
connecting any pair of positions on o(c) 
that bracket P. The point on the curve 
represents the utility of a given sure in- 
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come: the vertically aligned point on the 
straight line represents the utility of a lot- 
tery with a mathematical expectation 
equal to that given amount. 

It follows immediately that a risk-averse 
individual endowed with a given sure in- 
come would never accept a fair gamble, 
a lottery whose mathematical expectation 
of net return equals zero (since it would 
shift him from a position on the v(d) curve 
to a vertically aligned point on a straight 
tine below it). A gamble would have to 
be somewhat better than fair, offer some 
positive mean return (just how much de- 
pends upon his degree of risk-aversion) 
to be acceptable. On the other hand an 
individual whose v{c) function had the op- 
posite “convex” curvature, representing 
increasing marginal utility of income — 
tj"(c) > 0 — would be happy to accept any 
fair gamble and even, up to a point, gam- 
bles worse than fair (offering a negative 
mean return). Such an individual is said 
to display risk-preference. An individual 
on the borderline, with a c(c) function that 
is linear (constant marginal utility of in- 
come or tJ"(c) == 0) is said to be risk-neutral. 
A risk-neutral individual would accept, re- 
ject, or be indifferent to gambles that are 
respectively better than fair, worse than 
fair, or just fair. 

It might be thought that the “concave” 
v{c) function of Figure 1 applies only to 
one psychological type of person, or per- 
haps only to people at particular times or 
stages in the life cycle, so that the world 
would consist of a mixture of risk-averse, 
risk-neutral, and risk-preferring types. But 
the observed fact of diversification of as- 
sets suggests that risk-aversion is normal. 
An individual who is risk-neutral, for ex- 
ample, would plunge all of his wealth in 
that single asset which — regardless of its 
riskiness— offered the highest mathemati- 
cal expectation of return. But we scarcely 
ever see this behavior pattern, and do ob- 
serve more typically that individuals hold 


a variety of assets, thereby reducing their 
risk of ending up wdth an extremely low 
level of income. 

What of the seemingly opposed evi- 
dence that fair gambles (and, indeed, gam- 
bles generally worse than fair) are ac- 
cepted by bettors at Las Vegas and 
elsewhere? There have been some at- 
tempts to construct preference-scaling 
functions v(d) that would be consistent 
with gambling over certain ranges of in- 
come and with avoiding gambles over 
other ranges [42, Friedman and Savage, 
1948; 82, Markowitz, 1952]. These con- 
structs run against the difficulty that if 
gambles are available on a fair or nearly- 
fair basis, no one could ever be at an opti- 
mum in any risk-preferring range of his 
t)(c) curve. To leave such a range, individu- 
als would accept even enormous riches- 
or-ruin gambles. Such behavior is surely 
rare, and there is no indication of ranges 
of income that are thus depopulated. Ex- 
cept in more or less pathological cases, 
therefore, gambling at fair or adverse odds 
appears to be a recreational rather than 
income-status-determining activity for in- 
dividuals. As evidence, we observe that 
actual gambling as in Las Vegas is mostly 
of a repetitive small-stakes nature, more 
or less guaranteed not to change income 
status in the long run. 

That risk-aversion is the normal situa- 
tion is indicated in a different way by Fig- 
ure 2. Here the familiar-looking indiffer- 
ence curves u°,u',u", . . . show the 
expected utilities of gambles, for the indi- 
vidual characterized by the preference- 
scaling function v(c) in Figure 1, in state- 
claim space. Following Arrow’s formula- 
tion [4, 1953; 7, 1964], the commodities 
Cl and C 2 on the two axes represent claims 
to income (claims to the unique consump- 
tion good) contingent upon the occur- 
rence of the subscripted state of the world. 
(For simplicity here, we assume only two 
states, Si and st, with corresponding fixed 
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Figure 2. The preference map in contingent consumption 

OR STATE-CLAIM SPACE (PROBABILITY FIXED) 


probabilities iti and 7r2 = 1 — tti.) Then 
the expected-utility equation (1.1) takes 
the special form (l.T): 

ii»7ritXci) + ir*o(c^) (1.1') 

This family of equations corresponds to 
the indiflFerence curves of the diagram. 
The indifiFerence-curve slopes in Figure 2 
are related to the marginal utilities v’({^ 
via: 


dCt _ TTtV'iCi) 

dci du = 0 7r2tj'(c4) 

It is elementary though tedious to show 
that the indifference curves have the nor- 
mal "convex to the origin” curvature if 
and only if v"{c) < 0 — i.e., only if the pref- 
erence-scaling function v(d) is “concave.” 

Now let us suppose that the individual 
is a price-taker in a market where contin- 
gent claims ci and Ct can be exchanged 
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in the ratio Pi //*. He has an initial endow- 
ment position (ti»i,o»a) in state-claim space, 
his starting portfolio of contingent income 
claims — a risky position in the diagram, 
since o)i ¥= oig. The price ratio, together 
with the endowment position, deter- 
mined his budget line L'L' in Figure 2. 
It is then geometrically evident that, 
given the standard indiflFerence-curve cur- 
vature that stems from risk aversion, the 
risk-bearing optimum position C* will 
normally be in the interior — i.e., the indi- 
vidual will want to “diversify” his holdings 
of state-claims. Following standard tech- 
niques, C* along the budget line is the 
tangency determined by the condition: 

dc2 _ 7rit;'(ci) Pi 

dci du — 0 'it 2 v'{Oi) Pi 

We can arrive at a much stronger result 
for the special case where the price ratio 
PilPt equals the probability ratio it 11^2. 
Since the condition for “fair” gambles can 
be expressed as ttiAci + wjAci = 0 — the 
mathematical expectation of gain is zero — 
and since in market exchange A 02 /AC 1 = 
~ P 1 /P 2 , this equality of the price ratio 
and the probability ratio corresponds to 
the market oflFering fair gambles. Then the 
condition (1.4) simplifies to: 


risky contract, ofiFering income in one 
state in exchange for income in another, 
which exactly offsets his endowed gamble. 
(Correspondingly, if the market odds are 
not fair, the individual would accept some 
risk so that C* would lie oflF the 45° line.) 
Note that mere acceptance of a risky con- 
tract does not tell us whether the individ- 
ual is moving away or toward a certainty 
position (enlarging or reducing his risk ex- 
I>osure) — the riskiness of his endowment 
position must also be taken into account. 

A natural next step would be to explore 
the responses of the individual’s risk-bear- 
ing optimum C* (and thus of his implied 
state-claim transactions) to a variety of 
parametric shifts: to changes in prices, in 
probability beliefs, in the size of endowed 
income and its state-distribution, and in 
the riskiness of the prospects available to 
him. It has proveid useful to define mea- 
sures of relative and absolute risk-aversion 
[107, John W. Pratt, 1964; 8, Arrow, 1965] 
that help characterize the individual’s re- 
sponse to such parametric shifts. Limited 
space unfortunately precludes coverage of 
this large topic. 

1.2 Market Equilibrium Under 
Uncertainty 


Given the state-independent form of the 
v{c) curve as in Figure 1, equation (1.4') 
corresponds to a solution where Ci = C 2 — 

1. e., to a tangency optimum like C** at 
the intersection of the budget line VL” 
with the 45° “certainty line” in Figure 

2 . 

Thus, confirming our earlier result, 
starting from a certainty position the indi- 
vidual would never accept any gamble at 
fair odds. And, if endowed with a risky 
situation he would use the fair-odds condi- 
tion to “insure” by moving to a certainty 
position. That is, he would accept just that 


We now shift the level of analysis, from 
the decisions of the individual to market 
interactions and the conditions of equilib- 
rium. Recall however that we are not deal- 
ing with what is called market uncertainty 
(with its characteristic phenomena of 
search and of trading at non-clearing 
prices). Rather, we are dealing with event 
uncertainty. And we shall generally be as- 
suming perfect but not necessarily com- 
plete markets: trading in consumption 
claims contingent upon alternative states 
of the world takes place at market-clear- 
ing prices, but not all definable claims may 
be separately tradable. 

1.2.1 Risk-Sharing. If both parties in 
some transaction are risk-averse, they will 
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generally contract to share the total risks of the world are “good crop” or non-loss 

and returns. This can be illustrated by the state N and “bad crop” or loss state L, 

Edgeworth box in Figure 3 [18, William with associated contingent claims Cv and 

C. Brainard and F. Trenery Dolbear, Jr., q.. Because of the difference in social totals 

1971; 92, John M. Marshall, 1976], which of income in the two states, the box is ver- 

for concreteness may be thought of as il- tically elongated. 

lustrating a “share cropping” problem [20, Given agreed-upon probabilities ttuitn 
Steven N. S. Cheung, 1969; 112, Joseph (ttat — 1 — ttj), the indifference curves for 

D. Reid, Jr., 1976]. The alternative states each agent have the same absolute slope 
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iTt/iTAralong their respective 45° certainty 
lines. It is obvious that the two traders 
(Landlord I and Worker II) cannot both 
attain certainty positions. At a position like 
E the Landlord is bearing all the risk (the 
Worker is receiving a fixed wage inde- 
pendent of which state obtains). At a posi- 
tion like V the opposite holds; the Land- 
lord is receiving a fixed rent regardless 
of state, while the Worker bears the risk. 
Starting from a position like E, state-claim 
trading will lead to an equilibrium at a 
point like C on the contract curve TT 
within the region of mutual advantage. 
It is geometrically evident that the con- 
tract curve necessarily lies between the 
two 45° certainty lines, so some of the risk 
will be borne by each party. 

If the individuals were constrained to 
strict proportionate crop-sharing, the 
equilibrium would have to lie along the 
main diagonal of the Edgeworth box. (This 
would represent a kind of “incomplete 
market” for the trading of contingent 
claims.) Such a solution would not in gen- 
eral be Pareto optimal, but it might be a 
rather close approximation of a point on 
the contract curve. Proportionate sharing 
in a world of unequal social totals of in- 
come would be strictly consistent with a 
Pareto-optimal solution only if conjoined 
with side payments from one party to an- 
other. 

1.2.2 Insurance. The Edgeworth box in- 
teraction in Figure 3 can be given another 
interpretation: the risk-sharing that takes 
place there can be regarded as “mutual 
insurance.” Indeed, all insurance is best 
thought of as mutual [91, Marshall, 1974]; 
insurance companies are only intermedi- 
aries in the risk-sharing process. We will 
be providing here a relatively extended 
discussion of insurance markets in order 
to illustrate in somewhat greater depth 
a number of the salient issues of uncer- 
tainty theory. 

In the insurance context, once again the 
Edgeworth box will in general be elofl- 


gated; we can imagine a social “loss” state 
of the world L {e.g., an earthquake occurs) 
versus a “non-loss” state N. Frwn any 
given endowment point like E, price-tak- 
ing traders arrive at a risk-sharing equilib- 
rium like C on the contract curve. The 
absolute slope {=PlIPn ) of the equilibrium 
market line (QR) exceeds the absolute 
slope of the dashed lines representing the 
fair prices or probability ratio (='iTil‘!rN). 
That is, claims to income in the less aflflu- 
ent state L command a relatively high 
price, the marginal utility of income in 
that state being higher in equation (1.4) 
for the representative individual. 

In economic analyses of insurance there 
has been a tendency to assume that fair 
or “actuarial” insurance terms would be 
normal were it not for transaction costs 
(“loading”) [33, Isaac Ehrlich and Gary S. 
Becker, 1972]. In what follows we shall 
survey some of the major elements, trans- 
action costs aside, that generally lead to 
nonfair equilibrium prices. 

Social Risk: 

Suppose two individuals I and II have 
equal initial incomes, but there is a hazard 
that will surely impose a fixed loss | on 
exactly one of them (with fixed, but not 
necessarily equal probabilities for each). 
The Edgeworth box would be square. 
Then the two 45° lines collapse into the 
single main 45° diagonal, which also be- 
comes the contract curve. Here there is 
private risk without social risk. The two 
states of the world are “loss strikes I” ver- 
sus “loss strikes II." Each party will want 
to exchange income in his non-loss state 
(the “premium”) for compensation to be 
received in his loss state (the “indem- 
nity”). The equilibrium price ratio (pre- 
mium/indemnity ratio) corresponds to the 
respective probabilities; at these fair 
prices, all private risk is eliminated by mu- 
tual insurance. 

Apart from this extreme special case of 
perfect negative correlation of risks, four 
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steJte® ^ v?ot\d can be defined 
to a two-party situation-— the loss may be 
suffered by neither person, by I alone, by 
n alone, or by both. And the social total 
of l<Mses can be 0, 1, or 2. Evidently, there 
is no way of arranging affairs so that every- 
one can have the same income regardless 
of state; universal full insurance (whereby 
everyone attains his “certainty line”) is 
generally impossible. It follows that equi- 
librium prices cannot be “fair"; each per- 
son’s premium /indemnity ratio must ex- 
ceed the odds that he will suffer a loss. 

For larger insurance pools with M mem- 
bers, the Law of Large Numbers is some- 
times thought to justify treating the per- 
capita loss y = 1/M it as approxi- 
mately constant over states. As M in- 
creases, the variance of y declines and 
thus the error committed by assuming 
away social risk diminishes. Nevertheless 
this error does noitend toward zero unless 
the separate risks are on average uncorre- 
lated [83, Markowitz, 1959, p. 111]. If the 
variance of loss has the same value <r* for 
each individual, and if the correlations be- 
tween all pairs of risks equal some com- 
mon r (which can only hold if r S 0), the 
variance of the per-capita loss y equals: 

o-2=^(Mo-* + M(M- l)ro-2) (1.5) 

In the limit as M increases, the variance 
of per capital loss approaches the value 
nr*, which remains positive unless r = 0. 

We see, therefore, that “social risk” is 
not exclusively due to small numbers; it 
persists even with large numbers if risks 
are on average correlated. In the language 
of portfolio theory, risks have a “diversifi- 
able” element, which can be eliminated 
by purchasing shares in many separate se- 
curities (equivalent to mutual insurance 
among a large number of individuals) and 
an “undiversifiable” element due to the 
average correlation between risks. It fol- 
lows then that a particular asset will be 


more valuable tbe \es% Vs Vbe correlation 
of its returns over states with tbe aggre- 
gate returns of aSl assets together ^tbe 

variability of which is the source of undi- 
versifiable risk. As this concept is applied 
in modem investment theory, the correla- 
tion of returns on each particular security 
with the returns from the “market portfo- 
Uo” consisting of all securities together is 
indicated by that security’s “beta” param- 
eter [131, Sharpe, 1978, chap. 6]. Securi- 
ties with low or, even better, negative be- 
tas trade at relatively high prices {i.e., 
investors are satisfied with low expected 
rates of return on these assets) because 
they provide their holders with relatively 
large returns in just those states of the 
world where aggregate incomes are low 
(where marginal utilities are high). 

The “social risk” phenomenon there- 
fore provides two reasons why insurance 
prices may not be fair or actuarial, so that 
purchase of coverage is ordinarily less 
than complete: (1) if the number of risks 
in the insuremce pool is small, so that the 
Law of Large Numbers cannot fully work, 
or (2) even with large numbers, if risks 
are on average correlated. 

State-Dependent Utilities: 

Our discussion to this point has been 
based upon the unique state-independent 
preference-scaling function of Figure 1. 
More generally, however, the utility we 
attach to income cmay vary with the state 
of the world. In the insurance context, we 
may have a Vn(c) curve for the non-loss 
state N and a separate (lower) Ol(c) curve 
for the loss state L (Figure 4a). This will 
be appropriate wherever the object in- 
sured cannot be regarded simply as an in- 
come-equivalent — for example if it is an 
irreplaceable heirloom, or your own life, 
or your child’s. There is no contradiction 
with the development in Section 1.1.4 
above that led to the picture in Figure 
1, for there it was assumed (merely as a 
simplification) that utility was a ftmction 
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the Cl axis, since the individual requires 
more income in state L than in state N 
if he is to “fully insure utility” [25, Philip 
J. Cook and Daniel A. Graham, 1977]. 

The individual optimization condition 
will, apart from the N at L subscripts at- 
taching to the marginal utilities o', have 
the same form as equation (1.4): 

ttloKOl) Pl ^ g. 

Wa/oWCv) Pn 


Figure 4a. State-dependent utility Assuming, as a benchmark, that prices are 

fair, (1.6) reduces to: 



Figure 4b. “Heirloom” insurance 


of a single generalized “income” com- 
modity c. Here utility is a function of both 
c and an “heirloom” variable h, where h 
= 0 defines the loss state L and = 1 
the non-loss state N. Hence the two curves 
Oa^c) and Vl(c) do not represent distinct 
utility functions, but different sections 
through a single v{c,h) function. 

With state-dependent utility, the 45° in- 
come certainty' line (ICL) is no longer the 
individuars utility certainty locus (UCL). 
Someone on the 45° line would not be 
indifferent as to whether state N ox L oc- 
curs. In Figure 4b, the UCL lies toward 


vi{ci) — v’n{cn) ( 1 . 6 ') 

With actuarial insurance available, the in- 
dividual thus equates his marginal utilities 
in the two states as before, but these mar- 
ginal utilities are now slopes along differ- 
ing o(c) curves. 

With uncertainty only over the possible 
loss of the “heirloom,” the individual has 
an initial endowment point E on the 45° 
income certainty line. Therefore insur- 
ance against the loss state is optimal, at 
actuarial prices, if and only if the indiffer- 
ence curve through E is steeper at this 
point than the budget line, that is if: 

dv bv 

viXce:) = — (Cc.O) > v'n{ce) = ^ (C£,l) 

The desirability of insuring against the loss 
state thus depends upon whether or not 
income c and the “heirloom” variable h 
are Edgeworth substitutes — i.e., whether 
the cross-derivative of the two-dimen- 
sional cardinal preference-scaling func- 
tion v{c,h) is negative. For an heirloom 
such as an ancestral painting with negligi- 
ble cash value it is hard to establish an a 
priori case either way. We can thus expect 
to find that some people insure such ob- 
jects while others, similarly situated, do 
not. 

But suppose h — 0 represents a major 
injury. Then the marginal utility of in- 
come will probably be higher in the loss 
state (one “needs” income c more than 
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before). In such cases the optimum C* lies 
to the southeast of the income certainty 
line, though not necessarily southeast of 
the utility certainty locus. The individual 
will buy insurance against iiyury, but not 
necessarily so much as to be “fully in- 
sured” in the sense of not caring whether 
or not the injury occurs. 

The situation is very diflFerent if the vari- 
able h represents the life of one’s child. 
It then seems plausible that h and c are 
complements; if your child dies (h = 0) 
you have less need for income, since you 
planned to spend it largely on him. In such 
a case it is optimal to transfer income from 
the loss state to the non-loss state. That 
is, to “reverse insure” — to bet that the loss 
would not occur. (Contractually, instead 
of insuring your child’s life you might buy 
a life annuity for him.) 

We see that once allowance is made for 
state-dependent utility, it can no longer 
be presumed that individuals offered actu- 
arial insurance terms will move to cer- 
tainty positions — either certainty with re- 
spect to income, or with respect to utility. 

Adverse Selection and Moral Hazard: 

We now turn back to the simple as- 
sumption of state-independent utility, and 
also assume away “social risk,” in order 
to isolate another force operating upon 
individual decisions and market equilib- 
rium: the inability of insurers to perfectly 
monitor the behavior or identify the risk- 
status of insureds. (Since this is a kind of 
informational problem, our analysis here 
has close ties with topics to be taken up 
in Part II below.) 

To stick to essentials, we need only con- 
sider two risk classes with the same initial 
wealth ci) and facing the same potential 
loss In the absence of insurance the 
high-risk class, with loss probability tt', has 
an expected utility of tr'v{(u> — ^) -I- (1 — 
n')v{<i}). This is represented by the dis- 
tance A'B' in Figure 5. If members of this 
risk class are identifiable by the insurers 
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(by the other members of the mutual in- 
surance pool), fair insurance will result in 
their being offered full coverage for a pre- 
mium of tt'I— equal to the mathematical 
expectation of loss. ’These individuals then 
choose certainty positioh <7' in Figure 5 
(equivalent to being on the 45° line in 
Figure 2). Expected utility is via — 
equal to the distance A'C'in the diagram. 

Similarly, if members of a low-risk class 
with loss probability rr" can be identified, 
insurance at actuarial terms will raise their 
expected utility from A''B" to A'C". 

But what if the insurers have no way 
of distinguishing individuals belonging to 
different risk classes? Suppose they offer 
insurance on a full-coverage-or-none basis, 
initially using the average probability of 
loss W. The resulting expected utility of 
those purchasing the insurance, v(o)— W^), 
is given by the distance DE in Figure 5. 
The high-risk class would be getting a bar- 
gain, but the low-risk class may (as shown 
here) be better off without any coverage 
(A"B" > DE). If so, the latter drop out 
of the insurance pool; only the high risks 
insure. The premium in equilibrium 
would of course be tt'^, reflecting the loss 
probability of the high-risk class. 

This is the problem of adverse selection. 
While we have described it in the insur- 
ance context, it is a much more general 
phenomenon. Whenever buyers can only 
observe average quality, there is a ten- 
dency for sellers not fully rewarded for 
high quality to withdraw from the market. 
In one extreme model George A. Akerlof 
[1, 1970] showed that even if the used cars 
in existence represent a merit continuum, 
only the lowest-quality “lemons” would 
actually be traded. 

More generally, however, the equilib- 
rium may not be quite so extreme. With 
somewhat greater risk-aversion, in Figure 
5 the v{c) curve might have warranted 
participation even of the low-risk class in 
the insurance pool, at prices based on the 
average odds if. With a risk continuum 
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Figure 5. Adverse selection 


also, the pool of participants may include 
everyone from the lowest quality up to 
some cutoflF point [149, Richard Zeck- 
hauser, 1974]. Returning to Figure 5, sup- 
pose now that the risks are distributed 
over a range of loss probabilities, the inter- 
val [Tr",7r']. Since insurance yields an ex- 
pected-utility gain of S' C' to the highest- 
risk class, those with not too dissimilar loss 
probabilities are also better ofiF purchasing 
the same type of policy. Such participation 
lowers the average probability of loss and 
inqproves the actuarial premium, thereby 
drawing still better risks into the insur- 
ance pool. The process continues until the 
marginal risk class is just indifiPerent be* 


tween no coverage and full coverage at 
a premium reflecting the average proba- 
bility of loss for all those in the pool. 

So far we have been assuming, in efiFect, 
a world of pure exchange: we have al- 
lowed people to trade risks (to engage in 
mutual insurance) but not to modify risks 
by productive activities. Such modifica- 
tions might take the form of committing 
resources to loss reduction (reducing the 
gap between Cs and Ci) or to loss preven- 
tion (reducing the loss-probability itl) [33, 
Ehrlich and Becker, 1972; 92, Marshall, 
1976] — apart from or in addition to pur- 
chase of market insurance. More com- 
monly the problem is viewed the other 
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way. Might individuals who purchase in- 
svirance be inclined not to undertake pro- 
tective measures that would reduce the 
scale or chance of loss? This is what is 
called moral hazard. 

Since efficient prices are proportioned 
only to the probability of loss, if ttx. is 
known and fixed there is no need for insur- 
ers to guard against inadequate loss-reduc- 
tion activity by price-taking risk-owners; 
the decisions of the insureds lead automat- 
ically to a Pareto-efficient production and 
distribution of risks [92, Marshall, 1976], 
And if ttl is variable but subject to costless 
monitoring by insurers, prices would re- 
spond appropriately and thus would con- 
tinue to induce efficient loss-prevention 
activity as well as market risk-sharing 
transactions [135, Michael Spence and 
Zeckhauser, 1971]. Another way of look- 
ing at this is to note that, in principle, vari- 
ation of probability of loss is equivalent 
to variations in the amounts of loss under 
a suitably extensive specification of states 
of the world [57, Hirshleifer, 1970, p. 217]. 
Thus, with perfect monitoring, insurance 
terms can always be based upon the fixed 
probabilities of the true underlying states. 
If insurers could offer suitably different 
premium /indemnity ratios for losses un- 
der perfectly observable contingencies 
like a 10-foot flood, a 20-foot flood, etc., 
they need not be concerned with how 
high a dike the insured chooses to build. 

Realistically speaking, however, moni- 
toring of states will be imperfect. Insurers 
cannot be certain about the true flood haz- 
ards, fire hazards, or medical hazards ex- 
perienced by insureds. Consequently, 
very often contracts have to be written 
in terms of “result-states” [92, Marshall, 
1976] — actual observed losses — rather 
than the true underlying states. Then, if 
in the extreme case price did not respond 
at all to loss-prevention activity, no such 
activity would be undertaken. 

Insurers have two main ways of coping 
with the problem [6, Arrow, 1963; 104, 


Mark Pauly. 1968; 148, Zeckhauser. 1970]. 
ITje first is to require the insured party 
to bear some portion of the risk, for exam- 
ple, by a “deductible" provision [indem- 
nity will be less than the loss by a fixed 
amount) or by “coinsurance" (indemnity 
will be a proper fraction of the loss). Then 
insurance will be provided, but moral haz- 
ard persists in that insureds will engage 
in less preventive activity than would be 
efficient with costless monitoring. In addi- 
tion, risk-spreading through insurance is 
less than ideal. The second way of coping 
is to price insurance in accordance with 
the actual loss-prevention behavior of in- 
sureds (the height of the dike built), the 
idea being that to monitor behavior may 
be easier than monitoring the underlying 
states. Again, as this process is subject to 
slippage and uncertainty, there is less pre- 
ventive activity and less risk-spreading 
through insurance than would be optimal. 

1.2.3 Complete and Incomplete Market 
Regimes, the Stockmarket Economy, and 
Optimal Production Decisions. We have 
briefly alluded above to the possibility 
that, under uncertainty, a complete set of 
markets may not be available to economic 
agents. More formally, a regime of Com- 
plete Contingent Markets (CCM) will exist 
if, with S distinct states of the world, the 

S elementary state-claims c, (s = 1 

S) are all separately tradable. In such a 
regime each individual i with endow- 
ment a)‘* ((!>}, . . . ,ci)j) and facing prices 
(Pi, . . . ,P8) chooses some vector of 
trades satisfying P- = 0. Equating mar- 
ginal rates of substitution with the corre- 
sponding price ratios, the necessary condi- 
tion for a utility-maximizing consumption 
choice of c' s Of ' -f f ' is then: 


Triv'jci) 

rriv'(c\) 


= for all 
Pi 


s. 


(1.7) 


This is of course a generalization of equa- 
tion (1.4) above. More generally, trading 
in any 5 distinct assets representing com- 
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binations or packages of the <vclainis will 
also constitute a CCM regime provided 
the assets are linearly independent {i.e., 
that none of them can be expressed as a 
linear combination of the others). For, any 
desired vector c‘ can then be attained by 
holding an appropriate combination of the 
S assets. 

There is however a rather large gap be- 
tween the CCM model and reality. Given 
the infinite variety of conceivable contin- 
gencies of economic interest (possible in- 
ventions, disasters, political develop- 
ments, taste changes, etc), in practice 
market regimes will necessarily be se- 
verely incomplete. Economic agents can- 
not in fact trade, directly or indirectly, 
in every distinct contingent claim. There 
are a number of diflFerent incomplete mar- 
ket regimes, some of which will be studied 
in more detail in Part II. For example, it 
might be the case that for some or all com- 
modities only certainty claims rather than 
contingent claims are tradable; one might 
be able to contract to deliver wheat, but 
there might be no effective market in 
wheat contingent upon the Republicans 
winning the next election. 

We will consider here one interesting 
regime of incomplete markets; a “stock- 
market economy.” Here each individual 
i has an un tradable endowment o)‘ = (wj, 

. . . ,o)J) plus endowed amounts of trad- 
able shares (a*, . . . ,aj,) of the F “firms” 
in the economy. Each firm corresponds 
to a state-claim vector <a^ — {o){, . . . , w^). 

If each firm’s holding has market value 
Yf, the individual’s decision problem is 
to choose a portfolio (aj, . . . ,a^) subject 
to his marketable wealth constraint; 


lfa}Vf = lfa}Vf ( 1 . 8 ) 

His final consumption is c‘ ^ w ' where; 

t* = lAoi}-a})a>^ (1.9) 

The individual then chooses a portfolio to 
maximize; 


u(af, . . . .a/) = l,irt v(c^) (1.10) 

subject to (1.8) and (1.9). To achieve this 
he expands or contracts his holdings in 
the different firms imtil the expected mar- 
ginal utility of a dollar invested in each 
asset is equated to his expected marginal 
utility of wealth, X', that is; 


l,7r, v'(cl) o)/ 


= X‘ (1.11) 

for all f and all i. 


This directly implies; 

s.ff. v'jci) Oil Vf 

S.TT. 0'(C/) 0)1 Vi 

for all /and 

This relation, in comparison with (1.7), in- 
dicates an optimization constrained by the 
set of assets or claims packages (firms / = 
1, . . . ,F) through which trading may 
take place. Unless the set of tradable assets 
constitutes a Complete Contingent Mar- 
ket (which cannot be the case if F < S, 
or more generally if the F asset vectors 
fail to span the full S-dimensional space), 
it will not in general be possible for indi- 
viduals to achieve the Pareto-efficient vec- 
tor of net trades by purchase and sale of 
shares. However, it can be shown that the 
stockmarket economy is efficient in the 
restricted sense of achieving Pareto-pre- 
ferred allocations of the tradable shares 
of different firms [30, Peter A. Diamond, 
1967], 

Two related questions have received 
considerable attention; (1) Will sharehold- 
ers in general be unanimous in support 
of the firm’s production decision, and (2) 
if so, will the optimal decision be such as 
to maximize the firm’s market value V/P 
In the simpler model of certainty choices, 
it is well-known that unanimous support 
for maximization of market value follows 
when a “separation theorem” holds. If 
there are perfect competitive markets 
and no technological externalities among 
firms, maximization .of firm value implies 
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tibat every shareowner’s wealth and thus 
his consumption opportunities will be 
maximized. In the absence of the stated 
conditions, the separation theorem does 
not in general hold. For example, if the 
firm has significant monopoly power, the 
shareowner must balance increases in 
wealth against the loss he suffers as a con- 
sumer having to pay higher prices. And 
if differing shareowners have different 
tastes or endowments, the failure of sepa- 
ration will imply non-unanimity as well. 

Very much the same holds for the firm’s 
decisions in a world of uncertainty. In a 
stockmarket economy, in particular, 
shareowners will unanimously support 
value maximization if the firm’s decision 
can have only a negligible perceived ef- 
fect upon their marginal utilities in the 
different states. This condition will be vio- 
lated if the firm can have a significant ef- 
fect upon the aggregate supply of claims 
to any particular state s, akin to its having 
a degree of monopoly over ci-claims. As 
an important special case, the condition 
will fail if the productive options before 
the firm enable it to create otherwise un- 
available patterns (ratios) of state-claims. 
And again, unanimity fails if there is tech- 
nological interdependence between this 
firm and any other firm, since there gener- 
ally will be overlapping ownership be- 
tween the two [30, Diamond, 1967; 34, 
Steinar Ekern and Robert Wilson, 1974; 
28, Harry DeAngelo, 1979]. 

1.2.4 Other Applications. In this Part 
I we have provided a relatively extensive 
treatment of insurance; under that head- 
ing we have been able to expound and 
illustrate, in rather simple format, most 
of the basic ideas of modem uncertainty 
theory. (Of course, we have scarcely been 
able to hint at the many exciting develop- 
ments of a more advanced nature.) We 
have also referred briefly to other applica- 
tions of uncertainty theory such as share- 
cropping and portfolio selection. A num- 
ber of other significant applications can 
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only be mentioned here: (1) optimal con- 
tracts between agent and principal, for ex- 
ample, to elicit ideal performance on the 
part of corporate managers [88, Jacob 
Marschak and Roy Radnor, 1972; 51, Mil- 
ton Harris and Artm iiaviv, 1978; 133, 
Steven Shavell, 1978; 21, Steven N. S. 
Cheung, 1969; 49, Theodore Groves, 
1973; 3, Armen A. Alchian and Harold 
Demsetz, 1972; 66, Michael C. Jensen and 
William A. Meckling, 1976; 150, Thomas 
S. Zorn, 1978]; (2) corporate finance and, 
in particular, the balance between debt 
and equity funding [98, Franco Modigliani 
and Merton H. Miller, 1958; 74, John Lint- 
ner, 1962; 56, Jack Hirshleifer, 1966; 37, 
Eugene F. Fama and Merton H. Miller, 
1972, chap. 4]; (3) optimal behavior and 
equilibrium with respect to accidents 
[143, William Vickrey, 1968; 19, Guido 
Calabresi, 1970; 15, William Baumol, 
1972; 31, Peter A. Diamond, 1974]; (4) the 
“value of life” appropriate for risk-taking 
decisions [97, Ezra J. Mishan, 1971; 140, 
Richard H. Thaler and Sherwin Rosen, 
1976; 24, Bryan C. Conley, 1976; 127, 
Thomas C. Schelling, 1968; 68, Michael 
Jones-Lee, 1976; 73, Joanne Linnerooth, 
1979; 16, Theodore Bergstrom, 1974]; and 
(5) choice of discount rate for public in- 
vestment [56, J. Hirshleifer, 1966; 11, Ken- 
neth J. Arrow and Robert C. Lind, 1970; 
124, Agnar Sandmo, 1972; 12, Martin J. 
Bailey and Michael C. Jensen, 1972; 93, 
Joram Mayshar, 1977]. 

II. The Economics of Information 

In Part I individuals were limited to ter- 
minal actions, permitting them only to 
adapt to uncertainty. In Part II we exam- 
ine the consequences of informational ac- 
tions, which allow them to overcome 
uncertainty. Paralleling the sequence of 
topics in Part I, Section 2.1 first analyzes 
the optimizing choices of the decision- 
making unit. Section 2.2 covers market 
equilibrium and, in particular, the inter- 
related prior and posterior equilibria as- 
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sociated with the receipt of public 
information. This is followed in Section 
2.3 by a discussion of the incentives to 
seek out private information, as in inven- 
tive efiFort. In Section 2.4 we examine 
processes by which information is re- 
vealed in market prices. Finally, a brief 
discussion of rational expectations and in- 
formational eflBciency appears in Section 
2.5. 

2.1 Informational Decision-making 

2.1.1 Acquisition of Information. We 
continue to assume that the set of acts a 
= (1, . . . , A), the set of states of the world 
j = (1, . . . , S), and the associated conse- 
quences c(a,s) are all known to the individ- 
ual. He has, as before, a prior probability 
distribution of initial beliefs tt, as to the 
states of the world. The new element is 
that he can acquire information, receiving 
one of a known set of possible messages 
m = (1, . . . , M) that in general will lead 
to a revision of probability beliefs. And 
thus in turn,'to a possible revised choice 
of action. 

In the extreme case, a message m might 
he conclusive as to the occurrence of some 
particular state s* — ^in which case the re- 
vised or posterior belief distribution will 


attach probability of unity to state s* and 
zero to all other states. More generally, 
the warranted revised probability belief 
ir,.m attaching to state s after receiving 
message m is determined by Bayes’ 'Theo- 


rem: 


rr,. 




Qm 


( 2 . 1 ) 


The probability Qm of receiving message 
m is related to the conditional probabili- 
ties or “likelihoods” qm.t (of receiving mes- 
sage m in each state s) by: 


s 


Qm 2 Qm.iir, 

I“1 


( 2 . 2 ) 


Figure 6 is a suggestive illustration of 
Bayesian recalculation of probabilities on 
the basis of a given message m, where the 
possible states of the world are a contin- 
uum of values of s from zero to some up- 
per limit S. In the prior distribution pic- 
tured, the bulk of the initial probability 
weight is assumed to lie toward the high 
end. But, as the likelihood function indi- 
cates, a message (evidence) has been re- 
ceived that is much more likely if s has 
a small rather than a large value. The pos- 
terior probability distribution is a compro- 
mise or average of the other two curves, 
derived by multiplying (for each «) the 
prior probability rr, and the likelihood 
Qmt — as indicated in the numerator of 
equation (2.1) — and then rescaling by the 
denominator factor so that the probability 
integral comes to unity. 

The individual’s confidence in his initial 
beliefs is indicated by the “tightness” of 
his prior probability distribution — the de- 
gree to which he approaches assigning 100 
percent prior probability to some single 
possible value for s. Evidently, the higher 
the prior confidence the more the poste- 
rior probability distribution will resemble 
the prior for any given weight of evi- 
dence. As we shall see in detail below. 



Hirshleifer/Riley Survey on Uncertainty and Information 


greater confidetux implies attaching 
lesser value to acquiring evidence. 

We now turn to the revision of optimal 
terminal actions consequent upon acquisi- 
tion of information. The terminal-action 
decision problem of Section 1.1 above, for 
any given set of probability beliefs ir, can 
be written: 

5 

Max u(a,-Tr) = 'ir,v(CaM) (2.3) 

(a) f-i 

The values of informational actions are 
essentially based upon the expected utility 
gains from shifting to better choices 
among the set of terminal actions. In par- 
ticular, denote as Oq the optimal terminal 
action that would be chosen before receiv- 
ing any message — i.e., using the prior 
probabilities tr, in equation (2.3). If now 
a particular message m is received, the 
decision-maker would use (2.3) again, but 
with revised probabilities possibly 
leading to a new choice of terminal action 
Urn- Then Am, the “value of the message 
m ” can be written: 

Am ~ U{am>ir t.m) n(flo>^».m) (2.4) 

Note that Am, which is necessarily non- 
negative, is an ex post valuation. It repre- 
sents the expected gain from revision of 
best action, estimated in terms of the re- 
vised probabilities. 

However, the decision to seek informa- 
tion must necessarily be made ex ante. 
One is never in the position of choosing 
whether or not to receive the particular 
message m; the essence of the problem 
is that the information-seeker does not 
know in advance which of the set of possi- 
ble messages m=(l,. . .,M) he will obtain. 
What the agent can actually purchase is 
not a particular message but an informa- 
tion service fi — generating a probability 
distribution of messages m [87, Jacob 
Marschak and Koichi Miyasawa, 1968]. 

An information service p is “objec- 
tively” characterized by its matrix of like- 
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lihoods 0— As we have seen, matrix 
Q together with the individual’s subjec- 
tive prior probability vector ir = [irj im- 
ply a posterior probability matrix n 
[ir«.m] and message probability vector q ^ 
[qml- Then (n,q) represents a personal 
characterization of ft. Utilizing the mes- 
sage probabilities, the individual can cal- 
culate the value A(fi) of the information 
service to him as the expectation of its asso- 
ciated message values Am: 

A{ft)^E{A^) 

~ 2mqm[t<(0m,^#.m) 

- u(ao,w,.„)] (2.5) 

Since, as already indicated, each Am 
represented by the bracket in (2.5) is non- 
negative, an information service can 
never lower the agent’s expected utility 
(before allowing for the cost of acquiring 
that service). 

In Figure 7 the determination of A(p,) 
is illustrated for a special case in which 
there are two states of the world (s = 1,2), 
three available terminal actions (a — 
1,2,3), and an information service ft with 
two possible messages (m = 1,2). In the 
diagram utility is measured vertically, 
while the probabilities of the two states 
are scaled along the horizontal axes. Each 
possible assignment of probabilities to 
states is represented by a point along AB, 
a 135° line in the base plane whose equa- 
tion is simply tti vg = 1. 

The utilities of consequences «(cbi) at- 
taching to the different actions if state 1 
occurs are indicated by the points labelled 
v(cii), v{c2i), and v(c3i) lying vertically 
above A in the diagram. Similarly, the util- 
ities of outcomes in state 2 — dcaz) for a 
= 1,2,3 — lie above point B. The expected 
utility u(a,7r) of any action a given any 
probability vector ir is indicated by the 
vertical distance from the point n — 
(iri,w*) along AB to the line joining c(<%i) 
and dCai) for that action. In the diagragi, 
if rr is the prior probability vector, thisn 
the best terminal action is a = 1 and the 




associated utility is indicated by the height 
of point F above the base plane. 

Suppose for simplicity that the informa- 
tion service p, is costlessly acquired. Each 
of the possible messages m — 1,2 will lead 
to a revised probability vector Tr.m = (rri.m, 
ir 2 .m). If m = 1, the revised optimal action 
in Figure 7 is a = 2 (point C) with Ai (ex 
post utility gain over 0 = 1 ) equal 


to the vertical distance CJ.li m — 2, the 
best action in the diagram remains a — 
1 (point Ef), so A* = 0. Weighting Ai and 
Az by the message probabilities q\ and Qz, 
the value A(/i) of the information service 
is represented by the vertical distance EF 
above the point tt along the line AB. 

Figure 7 also helps us see why higher 
prior confidence implies lower value 
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of information. Higher confidence — a 
tighter prior probability distribution in 
Figure 6 — ^means that any given message 
or evidence will have a smaller impact 
upon the posterior probabilities. Then, in 
Figure 7, the posterior probability vectors 
fl-.i and W .2 would both lie closer to the 
original it. It is evident that the effect (if 
any) can only be to shrink the distance 
EF that represents the expected value of 
acquiring evidence. 

One information service is said to 
be “more informative” than another (Il.q), 
from the point of view of an economic 
agent, if it yields sometimes higher and 
never lower expected utility regardless of 
the menu of actions [86, Jacob Marschak, 
1971]. Between some information services 
an informativeness ordering is clearly pos- 
sible; a random sample of 2, we know, 
must be more informative than a sample 
of 1 . But, in general, informativeness can 
only be partially ordered. The condition 
for to be more informative than (n,^) 
is that the posterior probability vector as- 
sociated with each message under the lat- 
ter must be a convex combination of the 
posterior probabilities under the more in- 
formative service. For example, with two 
messages in each case, (ft,d) is more in- 
formative than (n,< 7 ) if for some a,/3 be- 
tween zero and unity: 

TT.i = air.i -1- (1 — a)7r.2 

and 

7r.2 =/37r.i -f (1 — /3)^,2 (2.6) 

One interpretation of these conditions is 
that the recipient of the information ser- 
vice (II, q) knows that the true messages 
1 and 2 would imply revised probabilities 
ir.i and it. 2 . However the messages have 
become garbled in transmission, so that 
he is not sure which message he has actu- 
ally received. For example, his received 
message 1 has chance (1 — a) of really 
being the true message 2. 

These conditions are easily visualized in 
terms of Figure 7, which pictures a partic- 


ular information service (n,q) leading to 
posterior probability vectors ir.i and «r.i. 
Suppose an alternative information ser- 
vice (D,4) also had two possible messages 
1 and 2, but its were to lie to the left of 
TT.i and it . 2 to the right of if. 2 . The alterna- 
tive service must lead to higher utility so 
long as there is any change in best condi- 
tional action under either message. If on 
the other hand the two posterior probabil- 
ity vectors of one service do not bracket 
the two posterior vectors of another, 
which one will be found “more informa- 
tive” by an individual will depend upon 
the specifics of his personal situation. 

Figure 7 also illustrates a general “non- 
concavity” (condition of increasing mar- 
ginal returns) in the valuation of in- 
formation services [110, Radner and Jo- 
seph E. Stiglitz, 1976]. Starting with the 
null information service with posterior 
probabilities equal to the prior tt, suppose 
a slightly informative p. comes along with 
posterior probabilities it.i just barely to 
the left of TT and it . 2 barely to the right. 
If the probability revisions are small, nei- 
ther message changes the associated best 
action and there can be no utility gain. 
So the marginal return of improved in- 
formation may be zero over a certain 
range, before becoming positive at the 
point where the improvement begins to 
affect action. 

A number of interesting complications, 
which unfortunately cannot be pursued 
here, arise when the informational deci- 
sion process has multipersonal aspects. 
One important example is the use of “ex- 
pert opinion” — the problems being to 
disentangle what is genuinely new in the 
information provided, and also to allow 
for possible conflict of interest between 
expert and client [132, Shavell, 1976; 105, 
Judea Pearl, 1978, 46, Jerry Green, forth.]. 
Other issues arise when a group of people 
must jointly make an information decision 
[111, Raiffa, 1968, chap. 8]. The problems 
here stem once again from possible con- 
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flicts of interest (difiFerences in utilities at> 
tached to consequences), but also from 
conflicts of opinion {difierences in proba- 
bility beliefs). Depending upon the cir- 
cumstances, these factors may lead either 
to overinvestment or underinvestment in 
information. 

2.1.2 Other Informational Activities. So 
far, under the heading of informational 
action we have only considered the 
acquisition of evidence — as by generation 
of sample data (the production of socially 
“new” information) or the receipt of ex- 
pert advice (the interpersonal transfer of 
“old” information). But other types of in- 
formational activities can also be very im- 
portant. The possibility of acquiring in- 
formation from others, as discussed in 
connection with expert opinion above, im- 
mediately suggests the reverse activity — 
the dissemination of information to other 
economic agents. This might be done for 
a price, as when one is hired as an expert, 
but (as we shall see below) sometimes it 
may pay to disseminate gratuitously, or 
even to incur cost to “push” information 
to others [60, Hirshleifer, 1973]. Advertis- 
ing is an obvious example. There is also 
a choice between disseminating publicly 
(“publishing”), or else privately to a select 
audience. As a question of authenticity 
might arise in all such cases, the receiver 
of information may devote effort to the 
process of evaluation, possibly assisted by 
authentication activities (or hampered by 
deception activities) on the part of the dis- 
seminator. There is also the possibility of 
unintended dissemination, achieved by 
espionage or monitoring on the part of 
information-seekers — ^possibly lea^ng to 
countermeasures in the form of security 
(secrecy-maintaining) activities by the 
possessors oflnformation. 

Finally, there are classes of activities, 
apart from those involved with acquisition 
or dissemination of information, that are 
indirect consequences of informatiottal 
patterns. Wagering, for example, typically 


follows from differences of opinion in a 
situation where conclusive information is 
anticipated (so as to determine who wins 
and who loses). Speculation is a somewhat 
analogous activity, which turns on a pro- 
spective revision of prices in consequence 
of the arrival of information. Another 
form of activity, which will be considered 
in the next section below, involves the 
adoption of more or less “flexible” posi- 
tions in anticipation of ability to make use 
of future information when it arrives. 

2.1.3 Emergent Information and the 
Value of Flexibility. In the sections pre- 
ceding we thought of information as being 
newly generated by an informational ac- 
tion like a sampling experiment or, alter- 
natively, as acquired from others via a 
transaction like the purchase of expert 
opinion. But in some cases information 
may autonomously emerge simply with 
the passage of time, without requiring any 
direct action by recipients. Tomorrow’s 
weather is uncertain today, but the uncer- 
tainty will be reduced as more meteoro- 
logical data flow in and will in due course 
be conclusively resolved when tomorrow 
arrives. Direct informational actions 
might still be useful, by providing knowl- 
edge earlier than it would autonomously 
arrive. But under conditions of emergent 
information, one might choose a kind of 
indirect informational action — adopting a 
flexible position and waitinghefore taking 
terminal action. 

Suppose a choice must be made now 
between immediate terminal action and 
awaiting emergent information. This 
choice can only be interesting where 
there is a trade-off between two costs: (1) 
a cost of waiting, versus (2) an “irrevers- 
ible” element in the possible loss suffered 
from mistaken early commitment. Exactly 
these elements have been involved in ana- 
lyzing the benefit of actions that irrevers- 
ibly transform the environment [10, Arrow 
and Anthony C. Fisher, 1974; 54, Claude 
Henry, 1974] and in discussions of the 
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valtie of “liquidity" {84, Jacob Marschak, 
1949; 59, Hirshleifer, 1972] or of “flejdbil- 
ity" [89, Thomas Marschak and Richard 
Nelson, 1962; 67, Robert A. Jones and Jo- 
seph Ostroy, 1976]. 

To illustrate these ideas, consider again 
Figure 7, Suppose an action is to be chosen 
in each of two time periods (f = 0 , 1 ), but 
information is to emerge that might im- 
prove the decision at f = 1. Let the payoff 
to the different actions be the same in 
each period. With no cost of switching, 
the diagram shows that the best action 
at t = 0 is fli. At t = 1 this action will 
again be optimal unless message 1 is re- 
ceived, in which case ch becomes superior. 

However, suppose that the cost of 
switching from action Ci to 02 exceeds the 
cost of switching from (h. to a\. So Ui is 
the more “flexible” choice. If 03 is chosen 
at t == 0 there would be an initial-period 
loss in expected utility. But if this cost is 
sufficiently small relative to the differen- 
tial in switching cost and the expected 
value of the emerging information, (h may 
become the preferred initial-period ac- 
tion. Here the initial-period loss (reduc- 
tion in payoff due to choice of 02 ) is the 
cost of waiting (or of maintaining flexibil- 
ity); the counterbalancing "irreversible” 
loss, due to early commitment to Oi, is the 
extra cost of switching should that be re- 
quired. 

2.2 Public Information and Market 
Equilibrium 

Emergence of new public information 
will affect prices. In particular, relative 
market values will rise for those assets pay- 
ing off more handsomely in states of the 
world now regarded as more likely. The 
anticipated arrival of public information 
requires economic agents to contemplate 
market exchanges in two distinct rounds 
— trading prior to and posterior to receipt 
of the message. The equilibria of the 
two trading rounds will generally be in- 
terrelated, but the form of the relation- 


ship depends upon the completeness of 
markets (see Section 1.2.3 above) in each 
round. 

2.2.1 Equilibrium in Complete versus 
Incomplete Market Regimes. In Part I we 
mainly considered models with S states 
of the world and a single consumptive 
good c. In the realm of die economics of 
uncertainty, where arrival of public in- 
formation is not anticipated, a regime of 
Complete Contingent Markets (CCM) was 
said to exist if all the distinct (vclaims (S 
in number) are separately tradable at 
prices Pt. (Trading in any set of S linearly 
independent asset combinations of the un- 
derlying ^-claims would also constitute a 
CCM regime, but we will generally ignore 
this complication.) In equilibrium, the op- 
timality condition (1.7) holding for each 
individual can conveniently be repeated 
here: 


»r,o'(A) Pi ^ 


(2.7) 


To achieve this condition, individuals will 
generally undertake productive transfor- 
mations (e.g., loss-reduction and loss-pre- 
vention activities) as well as market ex- 
changes (e.g., purchase of insurance). 

Now consider that public information 
is expected to arrive before the close of 
trading. We will generally be assuming, 
however, that the message is not timely 
enough to permit productive adaptations 
to the changed probabilities. For example, 
a message as to increased flood danger 
comes in time to affect the market terms 
of flood-insurance transactions, but not in 
time to permit construction of dikes. 

As an initial special case, assume it is 
known that the message will be conclusive 
as to which state of the world will obtain. 
Then to each and every state s corre- 
sponds exactly one message m. In these 
circumstances Complete Contingent Mar- 
kets (CCM) in the prior round will, just 
as before, provide for separate tradmg in 
the S distinct <vciaims at prices P*. Under 
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the timing anumption of the previous par- 
agraph, posterior trading is in general pos- 
sible. But such trading would be meaning- 
less in this special case; once it becomes 
known that some single state s* is the true 
one, o is the only state-claim retaining 
any market value, and there is nothing 
available for exchanging against it. So 
equations (2.7) in the prior roimd are the 
only relevant conditions of equilibrium. 

A more interesting model, continuing 
to assume that traders anticipate con- 
clusive information, allows for multiple 

consumptive goods g = 1 G. Here 

a regime of Complete Contingent Mar- 
kets (CCM) in the prior round would allow 
trading in the G- S different claims Cg , — 
claims to any good g under any state s — 
at prices Pg,. After the conclusive message 
arrives that some state s* will obtain, com- 
plete posterior markets would permit ex- 
changes among the G commodity claims 
Cgi*. But suppose for the moment that indi- 
viduals were not aware, in their prior- 
round dealings, of this possibility of poste- 
rior trading. Then the prior-round opti- 
mality conditions would have included 
ratios of the following form, where g' and 
g" are any two goods: 

dv 


dCg", 

Note that n„ whatever its value may be, 
is not involved in the optimality condition 
between different goods contingent upon 
state s. It follows that receipt of the incom- 
ing message, revising the probabilities tt, 
(in this particular case, making tt,. = 1) 
does not affect this condition. Therefore 
the price rfitio on the right-hand-side of 
(2.8) continues to sustain the solution ar- 
rived at in the prior round. 

Thus we see that even though posterior 
exchanges are possible among the-- G 
remaining tradable claims c^, with CCM 


in the prior round no one will find such 
exchanges advantageous. Trading in the 
G posterior claims is “not needed” if there 
have been markets for G* S prior claims. 
We must however emphasize a very im- 
portant qualification to this result: prior- 
round traders must correctly forecast that 
the price ratio on the right-hand-side of 
(2.8) will remain unchanged in the poste- 
rior round. If they mistakenly thought that 
it would change, they would be led to 
make “erroneous” prior-round transac- 
tions, affecting the market equilibrium 
and thus requiring corrective posterior- 
round transactions. The result would be 
a loss of efficiency. So CCM in the prior 
round (without posterior trading) suffices 
for Pareto optimality, but subject to a 
proviso of “correct conditional price fore- 
casting” [62, Hirshleifer, 1977]. (This 
proviso corresponds to one of the mean- 
ings of that Delphic phrase, “rational ex- 
pectations,” to be discussed in Section 2.5 
below.) 

We can now generalize still further to 
the case where messages are not conclu- 
sive as to the advent of any particular 
state. With Complete Contingent Markets 
in the prior round, there would be G- S- M 
distinct tradable claims And there re- 
main G- S valid claims Cgsm* in the poste- 
rior round after receipt of message m*. 
But here also it is not difficult to verify 
that CCM in the prior round permits ev- 
ery agent to attain his optimum at one 
fell swoop — provided once again that ev- 
eryone correctly predicts that the rele- 
vant posterior-round price ratios are un- 
changed [38, George Feiger, 1976]. So 
quite generally, given “correct condi- 
tional price forecasting” and a CCM 
regime for prior-round trading, posterior- 
round markets are available but not neces- 
sary for Pareto efficiency. 

Very interesting and important issues 
arise, however, when we analyze prior- 
round market regimes that are incomplete 
(as of course they actually must be in the 
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worid). To maintain simplicity, we will 
however return to the particular case of 
conclusive information. Then the set of 
M messages collapses into the set of S 
states so that individuals are concerned 
only with Cgt claims, G- S in number. 

Among the many possible patterns of 
market incompleteness, three will be 
briefly discussed here. 

Absence of Prior-Round Markets: 

Total absence of prior-round markets is 
of course the most extreme form of incom- 
pleteness. In effect, what has happened 
is that the information arrives before any 
exchanges have taken place, while indi- 
viduals are still at their endowment posi- 
tions. 

This situation has aroused considerable 
interest, as it implies the surprising result 
that incoming public information may be 
socially disadvantageous in the sense that 
everyone in the economy might be willing 
to pay not to have it! [58, Hirshleifer, 1971; 
90, Marshall, 1974; 149, Zeckhauser, 1974; 
50, Nils H. Hakansson, J. Gregory Kunkel, 
and James A. Ohlson, 1979.] As among a 
group of traders who would otherwise 
have mutually insured against fire, a con- 
clusive message (as to whose houses would 
actually burn down) would negate the pos- 
sibility of mutually advantageous risk- 
sharing through insurance. The prospec- 
tive arrival of such information prior to 
the opening of markets imposes an undi- 
versifiable wealth-redistribution risk on 
the economy; no one can hedge against 
the price impact of the message to be re- 
ceived. (On the other hand, if earlier 
arrival of information permits more effec- 
tive productive adaptations, as in loss-re- 
duction measures against fire, this socially 
valuable feature must be weighed against 
elimination of the ability to spread risks.) 

Numeraire Contingent Markets (NCM): 

Suppose instead that there is prior- 
round trading, but only in contingent 


claims to a single commodity — ^which 
might as well be taken as the numeraire 
good g= 1. In the prior market, individu- 
als cannot purchase claims to any good 
contingent upon state si but can purchase 
claims to (say) com contingent upon state 
s. Under this Numeraire Contingent Mar- 
kets (NCM) regime, these purchases are 
in effect side-bets as to which state of the 
world is going to obtain, whose outcome 
will determine the individual’s posterior 
wealth. After receipt of the message, of 
course, the individual will use his en- 
hanced or reduced wealth to purchase a 
preferred consumption basket in the 
posterior round of trading. 

Arrow [7, 1964] has shown that the same 
equilibrium allocation as indicated by con- 
ditions (2.8) under CCM (with prior trad- 
ing in G-S claims) is achievable under 
NCM with prior contingent trading only 
in the 5 claims to a single commodity. But 
given the prior-round incompleteness of 
this NCM regime, the availability of G 
markets in the posterior round becomes 
now quite essential. And once again, we 
must also specify the important proviso 
of “correct conditional price forecasting.” 
Furthermore, this proviso here becomes 
more stringent than under CCM, where 
the correct forecast was simply “no 
change” from the prior price ratio /g,»/ 
Fu* to the posterior ratio Pg fIPv,* (for 
the particular state s* pointed to by the 
incoming message). Here, under NCM, 
the correct price forecast is not in general 
computable from data available to traders 
in the prior round [108, Radner, 1968; 32, 
Jacques H. Drdze, 1970-71]. The condi- 
tional relative supplies and demands de- 
termining the posterior ratios 
are not publicly “visible” in th© .piri(Wr 
round, where only claims to g = 1 are 
being traded. (Only the absence of utility 
complementarities between the numer- 
aire and other goods could make the non- 
computability of posterior prices irrele- 
vant for prior decisions,) 
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Futures Markets (FM): 

The CCM and NCM regimes both aJJow 
trading in state-contingent claims. Such 
trading does take place to some extent in 
the actual world, directly as in some insur- 
ance transactions or indirectly via trading 
in assets like corporate shares that can be 
regarded as packages of state-claims. But 
most of the trading observed in the world 
represents exchange of unconditional 
claims to goods. In a market regime allow- 
ing only the exchange of unconditional 
claims to G consumptive goods, under 
conclusive emergent information the 
prior and posterior rounds can be respec- 
tively identified with current “futures” 
markets versus later “spot” markets. 

Under such a regime of unconditional 
or, as we shall say, Futures Markets (FM) 
there will be just G tradable claims in the 
prior round followed by possible re-trad- 
ing in the same claims in the posterior 
round. Since it is reasonable to assume 
that G<S (there are many more conceiv- 
able contingencies than goods), it is evi- 
dent that the G-h G markets in two rounds 
under FM cannot in general achieve the 
same efficiency as the S -I- G markets un- 
der NCM (or, a fortiori, as the G- S plus 
G markets under CCM) [142, Robert M. 
Townsend, 1978]. 

This negative conclusion is somewhat 
mitigated, however, once we allow for the 
fact that emergent information in the 
world is only rarely conclusive. If im- 
proved though not yet conclusive public 
information emerges repeatedly, the mul- 
tiplication of rounds of trading recreated 
after each informational input increases 
the effectiveness of FM relative to NCM 
and CCM. (Once again, the proviso as to 
correct conditional price forecasting re- 
tains its relevance and is indeed increas- 
ingly diflicult of achievement.) Also, in 
general, multiple rounds can only partially 
offset market incompleteness, so that full 
Pareto efficiency is not achieved. More 
trotibling, there may be diflferent self-ful- 


filling predictions about prices in future 
trading rounds, leading to different equi- 
librium allocations — and these allocations 
may be Pareto-rankable [52, Oliver D. 
Hart, 1975]. 

2.2.2 Speculation. The term “specula- 
tion" has caused a good deal of confusion. 
Some authors loosely apply the word to 
arbitrage between markets, or to storage 
of goods over time or carriage over 
space — activities that do not involve un- 
certainty in any essential way. For our 
purposes, speculation is purchase with the 
intention of re-sale, or sale with the intent 
of re-purchase, where the uncertainty of 
the future spot price is a source of both 
risk and gain. The probabilistic variability 
of price is in turn due to anticipated emer- 
gence of information. Each possible mes- 
sage (in the conclusive information case 
that we shall be assuming here, this is 
equivalent to the advent of a single possi- 
ble state) leads to an associated equilib- 
rium posterior price vector, benefiting 
agents who adopted trading positions gen- 
erating relatively high conditional wealths 
for that state. 

Among the possible determinants of 
speculative activity, John Maynard 
Keynes [70, 1930] and John Hicks [55, 
1946] followed by many others have em- 
phasized differential risk-aversion. In 
their view, in the prior round of a Futures 
Markets (FM) regime the relatively risk- 
tolerant speculators accept risks of price 
variability from relatively risk-intolerant 
“hedgers.” In the prior trading round, 
speculators buy commodity futures, 
achieving on average a small gain (excess 
of later mean spot price over futures 
price), which represents the return they 
receive from suppliers unwilling to bear 
the price risk. For example, a wheat- 
grower hedges by accepting a firm price 
now from a speculator, both of them antic- 
ipating that the unknown spot price will 
on average be a little higher. Later devel- 
opments along this fine [63, Hendrik S. 
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louthakker, 1957; 64» 1968; 26, Paul H. 
2ootner, 1968] have brought out that 
ledgers can be on either side of the fu- 
tures market; speculators need bear only 
the imbalance between “long” and 
“short” hedgers’ commitments, so that the 
risk-compensating average price move- 
ment could go either way. In contrast with 
these views, Holbrook Working [146, 
1953; 147, 1962] has denied that there is 
any systematic difiFerence as to risk-toler- 
ance between those conventionally called 
speculators and hedgers. Working empha- 
sizes, instead, differences of belief (opti- 
mism or pessimism) as motivating futmes 
trading. 

The Keynes-Hicks concentration upon 
aversion to "price risk" is seriously mis- 
leading. Individuals’ prior-roimd trading 
decisions are affected by “quantity risk” 
(variability of endowments over states) as 
well as by price risk [95, Ronald I. McKin- 
non, 1967], Indeed, from the social point 
of view, price uncertainty is the (inverse) 
reflection of an underlying uncertainty as 
to the future aggregate commodity totals. 
And these risks tend to be offsetting, re- 
ducing the need to engage in prior-round 
hedging activity. For example, when the 
crop of a representative wheat-grower is 
big (good news) he will find that the wheat 
price tends to be low (bad news) and vice 
versa. In a Futures Markets (FM) regime 
it is in general not possible to divest one- 
self of quantity risk (since only certainty 
claims can be traded); consequently, trad- 
ers might well find it preferable not to 
hedge against the offsetting price risk. 

In a world where people have a spec- 
trum of beliefs as to probabilities of future 
states, an individual’s speculative activity 
proper (his adoption of a trading position 
in anticipation of arriving public informa- 
tion that will change market prices) de- 
pends in a rather complex way upon the 
degree of deviation of his beliefs from 
average opinion, upon his willingness to 
tolerate risks, and upon his endowment 
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position conjoined with the trading limita- 
tions imposed by a regime of incomplete 
markets [61, Hirshleifer, 1975; 62, 1977]. 
Witii regard to the first of these determi- 
nants, a speculator with sfrongly deviant 
beliefe thinks that others vdll be surprised 
by the incoming message (and thus will 
be forced to make unanticipated posterior 
transactions). He will in consequence have 
adopted a trading position enabling him 
to benefit from these transactions. With 
regard to the second determinant, degree 
of risk-aversion affects the scale of pre- 
ferred speculative exposure. As to the re- 
gime of markets, we saw in the preceding 
section that (assuming “correct condi- 
tional price forecasting”) re-trading possi- 
bilities are not needed under Complete 
Conditional Markets (CCM). 'Thus, incom- 
pleteness of prior-roimd markets is also 
a necessary condition for speculation [122, 
Stephen W. Salant, 1976; 38, George 
Feiger, 1976]. 

2.3 The Economics of Research and 
Invention 

Research and invention activities are 
prime instances of the informational ac- 
tions studied, on the level of the individual 
economic agent, in Section 2.1 above. We 
are not dealing here with situations like 
those examined in Section 2.2, where pub- 
lic information simply emerges with the 
passage of time. Since Nature will not au- 
tonomously reveal her secret, it must be 
sought out by costly (generally private) 
search for the still-unknown “message.” 
The topic of concern here however is not 
the informational decisions of an isolated 
Robinson Crusoe, but rather of individuals 
in a market environment facing rivalrous 
competition from some agents, but also 
having opportunities for mutually advan- 
tageous exchanges with others. In particu- 
lar, as we shall see, successful private 
search generally leads to more or less uni- 
versal dissemination of the discovery, with 
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price impacts atdn to that of the public 
information studied in Section 2.2. 

TTie central problem considered by 
modern analysts [80, Fritz Machlup, 1968; 
5, Arrow, 19152] has been the conflict be- 
tween the social goals of achieving effi- 
cient use of information once produced 
versus providing ideal motivation for 
production of information. With regard 
to optimal use, already-produced informa- 
tion is a “public good” in the sense that 
its availability to any member of society 
does not reduce the amount that could 
be made available to others. Then any bar- 
rier to use, as may stem from legal en- 
forcement of patents or copyrights or 
property in trade secrets, is inefficient. On 
the other hand, as in the standard public- 
good situation, there will be inadequate 
motivation to invest in production of in- 
formation if the product cannot be re- 
duced to legally protected property. 

Under ideal conditions the efficient-use 
problem could be solved by charging per- 
fectly-discriminating fees to license (non- 
exclusively) all uses of a given idea. If the 
discoverer were granted full property 
rights in the idea, as by a perpetual copy- 
right or patent, he in turn would have the 
optimal incentive to produce (search for) 
ideas. But in practice owners of copyrights 
or patents cannot impose perfectly-dis- 
criminating royalty fee structures on li- 
censees. A patentee might instead maxi- 
mize returns by granting exclusive 
licenses (in which case the social value of 
the excluded uses is of course lost) or by 
imposing fee structures that distort the 
marginal production decisions of licens- 
ees. On the other side of the picture, be- 
cause of the elusiveness of property in 
ideas, there is uncertainty and unreliabil- 
ity in the legal protection of patents and 
copyrights, and even less protection for 
trade secrets not covered by patent or 
copyright. The result is that unlicensed 
uses often escape control. Short of ideal 
conditions there will be losses from both 


underproduction and underutilization, 
and in practice something of a trade-off: 
provision of greater legal protection to in- 
ventors tends to ameliorate the underpro- 
duction problem, but to worsen the un- 
derutilization problem. 

More recent investigations have indi- 
cated, however, that not all the important 
elements of the picture have been cap- 
tured by this analysis. These newer results 
turn upon the possibility of ooerinvest- 
ment in the production of ideas (“a rush 
to invent”). 

The first such factor is the fugitive re- 
source (or common-property resource na- 
ture of undiscovered ideas [13, Yoram 
Barzel, 1968]. For concreteness, we can 
use as metaphor the “over-fishing” model 
of H. Scott Gordon [43, 1954]. Suppose 
there are perfect property rights in fish 
caught, but complete free entry into fish- 
ing (i.e., there are no property rights that 
exclude others from engaging in fishing 
as an activity). Then in competitive equi- 
librium there will be over-fishing; private 
marginal cost will equal price, but the true 
social marginal cost in fishing exceeds the 
private marginal cost. The reason is that 
a certain fraction of each fisherman’s catch 
consists of fish that would have been 
caught anyway, by other fishermen — so 
the true social product of fishing effort is 
less than appears in private calculations. 
The upshot is that too many fish are 
caught, too soon. Among the remedies dis- 
cussed in the fugitive-resource literature 
are the imposition of taxes or production 
quotas to reduce the amount of fishing ac- 
tivity, or alternatively the assignment of 
exclusive property rights to engage in 
such activity. 

This last point may be clarified by ex- 
plicitly distinguishing rights in fish (the 
right to exclude others from a fish you 
have caught) from rights of fishing (the 
right to exclude others from competing 
with you in fishing activity). Assuming 
fully protected rights in fish, the fugitive- 
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resource problem can be solved by also 
vesting rights o/ fishing — ^for example, by 
auctioning the right to exclusively exploit 
a fishery. Indeed, once rights of fishing 
are defined such an auction would tend 
to occur of its own, via Coase-Theorem 
negotiations. In the context of research, 
the equivalent distinction is between a 
right in an idea and a right of engaging 
in search for an idea. Again, one might 
imagine auctioning oflF the right of search- 
ing for an idea — for example, the right of 
inventing an alloy with specified proper- 
ties. As the lowest-cost inventor would bid 
highest for this right, the “rush to invent” 
problem would be solved [22, Cheung, 
1979; 23, 1979]. 

In research, the difficulty of defining the 
nature of an “uncaught” idea seems to 
make the assignment of rights of search- 
ing for them unfeasible. (Even in fishing, 
it is often impractical to define exclusive 
rights o/hunting for such a wandering re- 
source.) In contrast with fishing, however, 
property rights in ideas when caught are 
also very far from perfect. But, in the cir- 
cumstances, this is not necessarily bad; be- 
ing somewhat like a tax on inventive activ- 
ity, defective rights in ideas reduce what 
otherwise might be an excessive “rush to 
invent.” 

Recapitulating at this point, we have 
seen two distinct possible justifications for 
limiting property rights in ideas — ^for ex- 
ample, by granting patents only for a term 
of years. The first is that some protection 
to inventors is traded off against protec- 
tion to users of invention. The second is 
that the “rush to invent” tendency is mod- 
erated by reducing the capturable value 
of the invention itself. 

There is still another motivation that 
may lead to excessive devotion of re- 
sources to invention. Ideas of course vary 
enormously in their significance, and 
some among them will have far-reaching 
consequences. This opens up a new chan- 
nel of reward for inventors. Instead of. 
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or possibly in addition to, selling Oie in- 
formation via patent license or otherwise, 
an inventor might be able to speculate by 
taking long or short positions in assets 
whose values will be affected by the inven- 
tion [58, Hirshleifer, 1971]. An oil firm 
that has developed a new method of deep 
recovery might, for example, reap a spec- 
ulative payoff by buying up options on 
tracts whose petroleum now lies too deep 
to be recovered. One important imphca- 
tion of the speculative reward of invention 
is that it motivates the possessor of infor- 
mation to disseminate it widely and even 
gratuitously — after having made his spec- 
ulative commitment. 

Looking at this more generally, individ- 
ual ideas will — unlike individual fish, or 
whole boatloads of fish — often have im- 
portant pecuniary externalities. The 
“ideal conditions” referred to above, 
which would have reserved for the inven- 
tor the entirety of the technological bene- 
fit flowing from his idea, would then gen- 
erally lead to overcompensation if the 
inventor could also capture some fraction 
of the pecuniary externalities as well. 

There are classes of research activity for 
which the reward element stemming 
from the technological benefit is negligi- 
ble, where the potential pecuniary return 
is almost the whole picture. Stockmarket 
research (“security analysis”), whether en- 
gaged in by full-time professionals or by 
ordinary investors, is essentially of this na- 
ture [36, Fama and Laffer, 1971]. While 
there may be a technological benefit (im- 
provement in society’s productive oppor- 
tunities) due to accurate security analysis, 
the reward reaped by security analysts 
stems almost entirely from the pecuniary 
revaluations — the correctly interpreted 
rises or falls in the stock prices themselves. 

Recognition of the “rush to invent” 
problem, while undermining the tradi- 
tional argument for patents (or other 
forms of protection for discoverers of 
ideas) that was based upon a presumption 
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of underinvestment in research, does not 
warrant going to the other extreme. It 
would not be in order to conclude that 
patent protection is not justified, but only 
that die arguments pro and con are more 
complex than had previously been real- 
ized. 

2.4 Informational Advantage and Market 
Revelation of Information 

In the preceding sections we have con- 
sidered situations in which an individual 
could profit by timely publication of 
knowledge in his private possession. For 
example, an agent obtaining new informa- 
tion might transact at existing prices (take 
a speculative position), planning to sell out 
at the revised prices that ensue once he 
publicly discloses his knowledge. But 
there are two problems here. First, the 
agent must be able to move to a trading 
position (make a speculative commitment) 
without thereby revealing his secret — this 
is the problem of information leakage. 
Second, at the disclosure stage he must 
be able to authenticate the information 
he is trying to publicize — that is the prob- 
lem of signalling. We shall consider these 
two problems, in reverse order, in the sec- 
tions following. 

2.4.1 Signalling. The particular signal- 
ling problem that has aroused greatest in- 
terest arises when sellers of a higher-qual- 
ity product or service are attempting to 
convey that message (that their product 
is high-quality) to buyers. Of course, any 
seller is motivated to claim that his is a 
high-quality product. Signalling as a solu- 
tion to this difficulty takes place when sell- 
ers of truly higher-quality products en- 
gage in some activity that would not be 
rational for those selling lower-quality 
products. Any activity is a potential signal 
if sellers of higher-quality productsean en- 
gage in it at lower marginal cost (or higher 
marginal return) than producers of lower- 
quality products. For example, it has been 
argued [101, Phillip Nelson, 1974; 1027 


1975] that advertising tends to be espe- 
cially advantageous for producers of 
higher-quality goods, in contexts where 
repeat purchases are a significant consid- 
eration. Since the high-quality firm will 
be acquiring a pool of satisfied customers, 
its marginal advertising cost per unit of 
sales will be lower. Even if there is zero 
information content in the advertising it- 
self, a message is thus being conveyed; 
that the product is worth promoting. 

For the labor market Spence [134, 
1974], Stiglitz [138, 1975], and John G. 
Riley [114, 1976; 116, 1979] have argued 
that educational credentials constitute sig- 
nals with regard to jobs in which pro- 
ductivity is difficult to determine. As long 
as there is a negative correlation between 
productivity and the (money and time) 
costs involved in achieving any education 
level, the marginal cost of education is 
lower for the higher-quality workers. The 
latter are then able to signal by attaining 
higher educational credentials. On the 
other side of the market, the process 
complementary to signalling is called 
screening; employers are able to use edu- 
cation signals to screen for quality differ- 
entials. 

Rothschild and Stiglitz [120, 1976] and 
Charles A. Wilson [144, 1977] make paral- 
lel arguments for the insurance market. 
Section 1.2.2 above illustrated how, in the 
absence of ability to distinguish between 
better and poorer risks, insurance pre- 
miums reflect the average risk quality. 
Hence adverse selection occurs, with 
lower-quality risk classes tending to insure 
more than others. However, the higher 
the probability of loss, the higher is the 
marginal loss in utility associated with ac- 
cepting less than full coverage. Thus, the 
marginal cost of accepting a large “de- 
ductible” is greater for low-quality risks 
(those with high loss probabilities). In ef- 
fect, then, high-quality risks can signal by 
willingness to accept a big deductible. In- 
surance companies can thus screen for dif- 
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ferences in risk: policies with large de- 
ductibles can be oflFered at the low 
premiums appropriate for high-quality 
risks, while others with smaller deduct- 
ibles but steeper premiums will be appro- 
priate for and purchased by low-quality 
risks. 

In contrast to the autonomously emer- 
gent information situations examined in 
Section 2.2, in signalling models the flow 
of information from seller to buyer is gen- 
erated endogenously. This has important 
consequences for the stability of informa- 
tional equilibria. It has been established 


that unless the gap between the quality 
of different products is sufficiently large, 
there is no Cournot-Nash equilibrium 
[120, Rothschild and Stiglitz, 1976; 113, 
Riley, 1975; 115, 1979]. That is, starting 
from a situation in which all traders adopt 
some complementary signalling /screen- 
ing pattern, there is always an alternative 
that yields someone greater profit. 

Figure 8 illustrates this for the simple 
case in which there are only two quality 
levels of the item for sale (insurance risk, 
consumer good, labor service, etc.) For 
concreteness we shall use the labor mar- 
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ket interpretation. The dashed indiffer- 
ence curves Ui{e,w) represent, for a low- 
quality (low marginal productivity) 
worker, equivalent combinations of the 
price of his labor services (lifetime earn- 
ings) wand the level eof signalling activity 
(education). For a high-quality worker the 
solid indifference curves U 2 {e,w) will be ap- 
plicable. The lesser slope of the latter indi- 
cates the condition for signalling to come 
about: that a more qualified worker can 
more easily or cheaply acquire the educa- 
tional attainment that serves as signal. Put 
the other way, for any offer profile of life- 
time earnings as related to educational 
credentials e, the higher-quality worker 
would be willing to acquire more e. 

It is supposed here that, with full in- 
formation, buyers (employers) would be 
willing to pay the marginal products dt 
for the low-quality worker and $2 for the 
high-quality worker. If only average qual- 
ity were known, however, their maximum 
offer is 6. Suppose that initially all workers 
are offered the same signal-wage pair 
Z* — <e*,w*> as depicted in Figure 8, 
where w* is no greater than B. 

The low-quality workers would then be 
on their indifference curve ut, and the 
high-quality workers on uj. Some firm 
would then be motivated to make the new 
offer Z**. For, this would attract only the 
high-quality workers and, since w** <$ 2 , 
such an offer would generate a positive 
profit. This proves that the position Z*, 
pooling the different quality levels, is not 
a Cournot-Nash equilibrium. 

Alternatively, suppose the two classes 
of workers are successfully separated with 
the pair of offers Zi ~ <0,di> and Z 2 = 
depicted in Figure 8. Acting as 
price-takers, the lower-quality workers 
will accept the offer 2^ and the higher- 
quality workers the offer Z 2 . On the other 
side of the market the buyers, also acting 
asjH-ice-takers, find that the products pur- 
dWed^have the anticipated characteris- 
tics. The pair of offers (Zi,^) is thus'lin 


equilibrium in the Walrasian sense (and 
in the sense of Spence [134, 1974]). It is 
also efficient in the sense that all other 
pairs of offers (more generally all other 
wage schedules) that yield zero profit and 
that separate workers provide lower util- 
ity to the high-quality workers. 

However, this equilibrium does not 
have the Coumot-Nash stability property 
either. A firm can now enter offering the 
signal-wage pair Z*, which is strictly pre- 
ferred by both classes of workers and 
yields an expected profit to the entering 
firm. As we have already seen that an offer 
like Z* is not itself an equilibrium, there 
is no Cournot-Nash equilibrium. 

How then would such a market behave? 
Plausibly, in the absence of collusion, each 
buyer would eventually expect some reac- 
tion by other agents to changes in his own 
list of offers. Suppose that a new offer 
would be profitable in the absence of any 
reaction, but leads to loss once another 
buyer reacts with a strictly profitable 
counteroffer. Suppose furthermore that 
the latter’s response is riskless, in the sense 
that further response by any other buyers 
would not impose losses on the first reac- 
tor. Then it seems reasonable that the po- 
tential initial “defector” would eventually 
recognize that his new offer would bring 
on such a reaction, and hence would be 
deterred from making it. This suggests the 
following strategic equilibrium concept 
[115, Riley, 1979], which builds on the de- 
velopment by Charles A. Wilson [144, 
1977]. 

Reactive Equilibrium: A set of offers 
is a reactive equilibrium if, for any addi- 
tional offer that yields an expected gain 
to the agent making the offer, there is an- 
other that yields a gain to a second agent 
and losses to the first. Moreover, no further 
addition to or withdrawal from the set 
of offers generates losses to the second 
agent. 

The general derivation of the existence 
and uniqueness of the reactive equilib- 
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rium is somewhat delicate. However, it 
is relatively easy to check that, in Figure 
8, { 24 , 2^1 is a reactive equilibrium. The ini- 
tial “defector” must make an ofier like Z* 
to generate an expected profit. But then 
another buyer can counter with Z**, 
thereby attracting away some high-quality 
workers. As this process continues, h will 
fall until Z* generates losses, while Z** 
remains strictly profitable, since w**< fi*. 

To conclude, the endogenous revelation 
of information via markets is, after all, ex- 
plainable as a noncooperative equilibrium 
phenomenon. While in general there is 
no Cournot-Nash equilibrium, recognition 
of reasonable reactions by other agents al- 
ways results in a stable equilibrium. 

2.4.2 Informational Inferences from 
Market Prices. We now consider the prob- 
lem of information leakage. In Section 
2.2.2 the process of speculation was inter- 
preted as largely due to differences of in- 
formation and belief. Nevertheless, the 
problem of leakage did not arise there be- 
cause no trader regarded any other indi- 
vidual’s knowledge or beliefs as intrinsi- 
cally superior to his own. Here, we will 
suppose instead, everyone recognizes that 
some traders do and others do not possess 
an informational advantage. (Though 
traders with an informational advantage 
may not be publicly identified as such.) 
In Section 2.4.1 above, better-informed 
individuals were seeking to overcome the 
informational disparity by signalling to po- 
tential trading partners. In this section, 
in contrast, the better-informed individu- 
als are trying to capitalize on the disparity, 
by adopting a speculative position before 
their informational advantage disappears. 

For concreteness, we can imagine that 
an information service p, is available 
which, at a certain price k, will (non-exclu- 
sively) provides any purchaser with con- 
clusive information as to which state of 
the world will obtain. Initially, all the po- 
tential traders (speculators) may be as- 
sumed to have the same beliefs. But 
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anyone can become better informed, and 
everyone knows that this is the case. The 
first, rather obvious point is that the specu- 
lative profit to those who become better- 
informed will decrease the larger the 
number purchasing the information. Fig- 
ure 9 illustrates a 2-state situation. An indi- 
vidual has an endowment E = (wi.o)*) and 
beliefs (iri,rra). With initial state-claim 
prices (Fi,F 3 ), his optimal consumption 
point is Co- If he purchases information 
at a price k (to be paid regardless of state), 
his endowment shifts to E' — (<Ui — k, 
a >3 — k). He then anticipates that with 
probability tti he will learn that the true 
state is s = 1. In this case he will exchange 
all his state-2 claims for additional con- 
sumption in state 1 (point Tj). Similarly, 
with probability fr 2 he anticipates learning 
that the true state is s = 2, in which case 
he sells all his state- 1 claims (point T*). The 
final consumption vector Q, yields him an 
expected utility gain of — Uo- 

But, of course, the higher expected util- 
ity associated with the information service 
p attracts other individuals. If the message 
is that the true state is s = I, all the in- 
formed individuals will be in the market 
purchasing state- 1 claims. This pushes up 
the relative price of these claims (steeper 
dashed budget line through £'). Similarly 
if the true state is s = 2 the price of state- 
2 claims is bid up (flatter dashed budget 
line). Final consumption is thus lower in 
each state, reducing the expected utility 
of informed agents from to u^. As there 
is still a gain over Uo, purchase of informa- 
tion continues — until the utility gain due 
to informed trading is exactly offset by the 
cost k of obtaining and processing the in- 
formation. 

So far, it looks as if there may be an 
equilibrium in terms of a fraction of trad- 
ers that choose to become informed. But 
there is a further complication. Should the 
true state be s = 1, as long as any traders 
at all are buying the information, the price 
of state-1 claims will tend to rise in com- 
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parison with the initial uninformed situa- 
tion — and, of course, the reverse if s = 2 
is going to obtain. So individuals not pur- 
chasing the information can infer it, sim- 
ply by observing the movement of market 
prices! [44, Green, 1973; 45, 1977; 48, San- 
ford J. Grossman and Stiglitz, 1976]. They 
will therefore speculate in the same direc- 
tion as those' who have paid to -become 
informed. With sufficiently hair-trigger re- 
action functions on the part of the unin- 
formed, there will not even be a gross 
pirofit to those choosing to buy the infat- 


mation — so that, on net, these latter must 
lose. 

In general, of course, prices may de- 
pend upon a great number of unknown 
or partially known determinants or pa- 
rameters, apart from the uncertain ele- 
ment here that defines the state (e.g., the 
weather). But the same general result will 
continue to hold, so long as the price vec- 
tor p(f), which would prevail if all agents 
had all the available information /, differs 
for each different /. Then the function p(I) 
is invertible, and I = f~\p)- That is, the 
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information can be computed from die 
I»ices; or, the price vector p is a sufficient 
statistic far / [71, Richard E. Kihlstrom 
and Leonard J. Mirman, 1975; 47, Gross- 
man, 1977]. With a finite number of states, 
it is almost certainly the case that even 
in very incomplete markets the function 
p(I) is invertible [109, Radner, 1979]. 
Thus there is almost certainly a "fulfilled- 
expectations” equilibrium in which each 
agent correcdy infers aggregate informa- 
tion from the price vector p. (As in Section 
2.2, however, this conclusion relies on a 
rather extreme “correct conditional price 
forecasting” assumption, in which each 
trader is able to compute the equilibrium 
price vector associated with each state of 
the world.) 

As in the case of the signalling models 
considered above, there is a market exter- 
nality here that tends to break down any 
equilibrium in which information is ob- 
tained only at a cost. If none are informed, 
there is potential profit in becoming in- 
formed; yet if anyone invests in informa- 
tion and trades accordingly, he loses rela- 
tive to those who have invested. The 
analog of the “reactive equilibrium” con- 
cept here would evidently be the corner 
solution with no informational invest- 
ments. However, in contrast with the sig- 
nalling case, an interior solution can be 
obtained by introducing noise or lags. If 
only imperfect information about the 
state of nature can be inferred by observ- 
ing prices (as will generally be the case 
with a continuum of states [47, Grossman, 
1977; 69, James S. Jordan, 1976]), or if the 
informed individual can make his commit- 
ments before the uninformed can fully re- 
act, there will tend to be an equilibrium 
fraction of traders who choose to become 
informed. 

2.5 Rational Expectations and 
Informational Efficiency 

There is much confusion about both the 
logical meaning and the descriptive real- 
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ism of the interrelated concepts of “ra- 
tional expectations” and “information^ 
efficiency.” 

The original idea of rational expecta- 
tions is that anticipations “<ue essentially 
the same as the predictions of the relevant 
economic theory” [100, John F. Muth, 
1961, p. 316]. This can be visualized in a 
very simple temporal model without ex- 
ogenous uncertainty — that is, a world 
where present and future endowed sup- 
plies, productive opportunities, utility 
functions, etc., are all perfectly-known and 
determinate. In such a world there would, 
in general, be trading at different dates. 
And since the relative supply-demand sit- 
uations for the various goods may change 
as the economy moves on its world-line, 
there is no reason to expect the spot price 
ratios to remain constant over time. 

Suppose that, despite universal knowl- 
edge of the exogenous data, traders have 
divergent beliefs about the implied solu- 
tion values for endogenous variables — ^in 
particular, about future spot prices. This 
possibility is of interest in connection with 
the problem of incompleteness of market 
regimes discussed in Section 2.2.1 above. 
For concreteness, think of a two-period 
world. Complete markets at the current 
date (the analog of Complete Conditional 
Markets as discussed earlier, but in the 
absence of exogenous uncertainty there 
is only one state) would provide for trad- 
ing in the 2G claims Cig at prices Pfs- 
where the first subscript represents the 
effective date of the claim (t = 0,1) and 
the second designates the good (g = 
1, . . . ,G), while the superscript indi- 
cates the trading date. In an incomplete 
market regime with no futures markets, 
the future-dated claims Ci, would not be 
tradable at f = 0, so that the prices P\g 
would not exist. (In either case, however, 
there could be later spot trading at t = 
1, at prices P\g.) 

In either market regime, individuals’ 
trading decisions today will depend upon 
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their anticipations as to the later spot 
prices Pig, since there will in general be 
both productive interdependencies {e.g., 
storage possibilities) and utility comple- 
nrentarities between the two dates. And, 
in consequence, the equilibrium prices in 
today's and tomorrow’s markets will gen- 
erally both depend upon the anticipations 
that the individuals hold today. But, fol- 
lowing a familiar theme of the previous 
discussion, a complete regime at f = 0 
makes “correct price forecasting” for t = 
1 easy: “no change” will be the correct 
prediction. That is, if all traders forecast 
that the later spot price ratios will equal 
the current futures price ratios — PiglPi,r 
= Pig-IPiir — and make their current trad- 
ing decisions accordingly, their anticipa- 
tions will be borne out. 

It is thus the absence of futures markets 
that creates the forecasting problem en- 
visaged by the rational expectations litera- 
ture [9, Arrow, 1978]. We have seen that, 
strictly speaking, with incomplete mar- 
kets today individuals cannot compute 
(from information privately available to 
them) tomorrow’s spot prices necessary to 
guide today’s productive and consump- 
tive decisions. The model of rational ex- 
pectations nevertheless assumes that, at 
least on average, they can do so. Each per- 
son in effect makes a guess on the basis 
of his private bit of information (as well 
as his general knowledge of relationships 
such as the law of supply and demand), 
and the errors of the various independent 
guesses balance out in the aggregate; 

. . . allowing for cross-sectional differences in 
expectations is a simple matter, because their 
aggregate effect is negligible as long as the de- 
viation from the rational forecast ... is not 
strongly correlated with those of the others. 
(Muth. 1961, p. 321.] 

The central idea of rational expectations 
can of course be applied more generally 
than in our bare-bones illustrative exam- 
ple: there can be more than two dates, 


not all futures markets need be lacking, 
individuals can have subjective probabil- 
ity distributions rather than simple point 
estimates for the unknown future spot 
prices, and finally some agreed patterns 
of exogenous uncertainty might be intro- 
duced — as in a random shift factor for fu- 
ture supply and/or demand. These gen- 
eralizations lead to complications that 
cannot be pursued here. But even in the 
simplest version the assumption remains 
a strong one, whose virtue is in enabling 
us to close our intertemporal models and 
force out solutions. We shall not attempt 
to comment here on the descriptive valid- 
ity of these models; just how validity might 
be tested is not at all evident and has been 
the subject of controversy. One interest- 
ing point brought out by Arrow [9, 1978] 
is that the rational-expectations assump- 
tion in effect stands on its head the famous 
argument by Friedrich A. Hayek [53, 
1945] about the informational function of 
the market system. Hayek’s view was that 
market prices convey to traders all they 
need to know about the vastly detailed 
particular circumstances of other eco- 
nomic agents. Without a price system, a 
central planner would require an impossi- 
bly elaborate data-gathering and data-ana- 
lyzing scheme to reproduce its results. But 
rational expectations implies that the 
price signals from the missing markets are 
not needed after all; traders can, at least 
on average, reproduce the missing signals 
on their own! 

In these microeconomic applications, 
rational expectations essentially means 
correct prediction of the prices that will 
reign given different objective exogenous 
contingencies — what we have called “cor- 
rect conditional price forecasting.” No re- 
strictions are placed upon subjective be- 
liefs as to the probabilities of the different 
states. In contrast, a central feature of 
macroeconomic applications [77, Robert 
E. Lucas, Jr., 1972; 125, Thomas J. Sargent 
and Neil Wallace, 1975] has been that in- 
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dividuals are not only superior econome- 
tricians but clairvoyant about events as 
well. Frank H. Knight seems to have antic- 
ipated this view: “We are so built that 
what seems to us reasonable is likely to 
be confirmed by experience, or we could 
not live in the world at all” [72, 1921, p. 
227]. In the present context, it is supposed 
that in addition to being able to analyze 
the macroeconomic effects of any given 
monetary policy, individuals can also deci- 
pher the actual monetary rule being fol- 
lowed. 

This Lincolnesque idea that “the people 
can’t be fooled” may be based upon view- 
ing the underlying world process as sto- 
chastically stationary, so that individuals 
can gradually learn both about the effects 
of events upon prices and about the proba- 
bility distribution of events. However, this 
learning evolution does not irnply that be- 
liefs would be on average correct except 
in the limit. 

Prices in an economy will be related 
to the knowledge and beliefs of all partici- 
pating traders — possibly weighted by en- 
dowed wealths, degree of risk-aversion, 
etc. Under the heading of informational 
efficiency, the issue has been raised as to 
whether prices “fully reflect” people’s 
current information [35, Fama, 1970]. 

Unfortunately, the meaning of the term 
“fully reflect” has proved elusive. Mark 
E. Rubinstein has proposed that informa- 
tion be said to be already reflected in 
prices if, upon arrival of the message, trad- 
ers have no incentive to revise portfolios 
[121, 1975]. On this definition, he shows 
that prices can almost never “fully reflect 
information.” As follows from our Section 
2.2 above, there are two main reasons: (1) 
even with agreed beliefs, incomplete re- 
gimes of prior markets generally make 
posterior trading (portfolio revision) un- 
avoidable, and (2) with diverging beliefs 
and consequent speculative prior trading, 
it will be necessary to close out speculative 
positions in the posterior round. 


The most widely held interpretation — 
what has been called the “Weak form” of 
the propositionr— is that markets are “in- 
formationally efflcient” if, as a pragmatic 
matter, there is no way to make a profit 
(more precisely, to acl^eve an expected 
utility gain) from infonhation already in 
the public domain. In particular, there is 
no way to outsmart the stockmarket by 
detecting patterns of price movement in 
the historic record. 

This interpretation in effect asserts that, 
at least on average, individuals can process 
available information correctly. (While 
costs of processing may prevent perfect 
adjustment, errors tend to cancel out.) 
More specifically, this has been taken to 
imply that prices should follow a mar- 
tingale process. That is, except perhaps 
for time and risk adjustment foctors, the 
price today should be the mathematical 
expectation of the price tomorrow [123, 
Paul A. Samuelson, 1965]. However, it has 
been shown that even supposing known 
or agreed probabilities (without which it 
would be impossible to calculate mathe- 
matical expectations), only under very 
special conditions does a martingale in 
prices result [145, Susan E. Woodward, 
1979]. First of all, prices are ratios; if a 
given ratio followed the martingale prop- 
erty, in general its reciprocal (the ratio 
taken the other way) would not. And even 
if expressed in terms of some standard 
numeraire commodity, prices would not 
follow a martingale unless there were no 
utility complementarities between the 
numeraire and other goods [122, Salant, 
1976]. It has also sometimes been argued 
that failure of prices to follow a martingale 
would by definition create an arbitrage- 
like profit opportunity in the sense of a 
f>ositive expectation of gain from holding 
an asset, over and above the normal inter- 
est yield. But, as we have seen from our 
early discussion of “private and social risk” 
in Section 1.2, a higher mathematical ex- 
pectation of income does not in general 
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reivesent higher expected utility, so this 
argument is erroneous. 

The “strong form” of the efficient mar- 
ket hypothesis has been taken to mean 
that even private information cannot be 
profitably used (compare our discussion of 
“informaticm leakage” in Section 2.4.2 
above). This form of the hypothesis does 
not seem consistent with the evidence — 
for example, of gains foom insider trading 
(surveyed in Thomas E. Copeland and J. 
Fred Weston [27, 1979, chap. 9]). As for 
the “weak form,” numerous econometric 
studies have concluded that it is not possi- 
ble to reject the hypothesis that price 
changes are independent of past prices. 
However, there does not yet seem to be 
a sufficiently well-specified model to allow 
testing the hypothesis that price changes 
are independent of all public information 
(but see Stephen Figlewski [39a, 1979]). 

Informational activities, finally, have an 
unusual relation to economic equilibrium. 
Information generation is in large part a 
disequilibrium-creating process [129, Jo- 
seph A. Schumpeter, (1911) 1936], and in- 
formation dissemination a disequilibrium- 
repairing process. The two are inter- 
twined, as we have seen, in very complex 
ways. It does not yet seem that we are 
very close to having an efficiency concept 
that can usefully be employed to measure 
the dynamically optimal level of such ac- 
tivities. 
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IS a rational expectations view 
^ ^ of the world? Can such a view help 
advance economic understanding? How 
should rational expectations be placed in 
the history of economic thought and 
method? The purpose of this discussion 
is to help provide answers to these ques- 
tions. 

Alan Coddington in a review of George 
L. S. Shackle [67, 1966] has summarized 
much of the objection to economic analy- 
sis in the following penetrating way [18, 
1975, p. 151]: 

If we attempt to understand economic life by 
supposing that in it men apply reason to their 
circumstances, the question naturally arises; 
what can men know about their circumstances? 

Or even; what do men know about their cir- 
cumstances? Having answered these questions 
we could then go on to ask; what happens when 
men apply reason to this knowledge? In fact, 
economic theory has not proceeded in this 
‘ manner, but the other way round. Instead of 
asking how reason can be applied to the knowl- 


edge that men can or do have of their economic 
circumstances, it asks how reason can be ap- 
plied to circumstances, which are perfectly 
known. 

It will be the contention of this paper 
that the rational expectations approach 
need not and should not assume that men 
apply reason to “circumstances that are 
perfectly known.” The paper will argue 
that to the contrary, the rational expecta- 
tions approach can provide logically con- 
sistent and empirically verifiable answers 
to questions about what men can and do 
know and how they use their knowledge. 

Perhaps the justification for this paper 
is that both critics and some practitioners 
of the rational expectations approach 
seem unaware of these implications. The 
paper will attempt to draw the implica- 
tions partly by a history of thought discus- 
sion and partly by surveying some recent 
theoretical and empirical developments. 
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Hie paper begins witli a very brief his- 
tory of developments in monetary eco- 
nomics after 1945 in order to establish the 
background to rational expectations. The 
first important applications of rational ex- 
pectations to macroeconomics were di- 
rected at the rationale for discretionary 
stabilization poUcy. The general form of 
this critique is outlined. Criticisms of 
Keynesian stabilization policy have ema- 
nated from other sources as well. The pa- 
per considers the criticisms of Walrasian 
general equilibrium analysis made by 
“fundamental Keynesians” in order to 
show why the rational expectations para- 
digm can be regarded as much more than 
a critique of Keynesian economics and in 
particular represents an opportunity to re- 
construct equilibrium economics given 
uncertainty. 

In demonstrating this point the paper 
draws on an “Austrian” theory of expecta- 
tions and discusses the links between ra- 
tional expectations and the efBcient mar- 
ket hypothesis. The rational expectations 
approach to the business cycle and labor 
market analysis are also considered. A few 
empirical applications of the theory are 
examined in order to discover whether 
the tests conform to the spirit of rational 
expectations. The paper concludes with 
an interpretation of the debate on stabili- 
zation policy. 

A Brief History 

Acceptance of the Keynesian theory of 
less than full employment equilibrium was 
undermined by persistent, unexpectedly 
high levels of employment after 1945 and 
the discovery of the real balance effect. 
The Keynesian assumption of rigid wages 
was shown to be a special case of a more 
general theory. As Don Patinkin ex- 
plained “if the terms are understood in 
their usual, strict sense, the coexistence 
of involuntary unemployment and flexible 
money wages precludes the existence of 
equilibrium. For ‘flexibility’ means that 


the money wage rate tends to fall with 
excess supply, and ‘equilibrium’ means 
that nothing tends to change in the sys- 
tem” [52, 1965, p. 315]. Patinkin believed 
that unemployment “was a phenomenon 
of economic dynamics^ and that recogni- 
tion of the real balance effect “freed [eco- 
nomics] from the necessity of static analy- 
sis to connect decreases in employment 
with increases in the real wage rate” [52, 
1965, p. 340]. 

The Keynesian approach to macroeco- 
nomic theory and policy, however, re- 
grouped around the Phillips curve [57, 
A. W. Phillips, 1958]. This approach as- 
sumed that money wages and costs were 
generally inflexible downwards and that 
the adjustments to real wages thought 
necessary to secure full employment 
could be achieved indirectly via increases 
in the price level. 

Milton Friedman [25, 1968] and Ed- 
mund S. Phelps [54, 1967; 55, 1970] 
pointed to the implausibility of being able 
to fool all the workers all the time. Work- 
ers and firms, it was argued, would wish 
to bargain about real wages, aware of infla- 
tion. Accordingly, the natural rate of un- 
employment, like the real rate of interest, 
would be inflation proof [25, Friedman, 
1968]. 

One important consequence of these 
criticisms of the Phillips curve was that 
expectations and their formation could no 
longer be easily ignored. Macroeconomic 
analysis was about to escape the mold of 
static general equilibrium analysis into 
which it had been set by John Hicks [31, 
1937] and Uoyd Metzler [46, 1951]. 

Theorists have attempted to rehabili- 
tate the Phillips curve by allowing for ex- 
pectations. The expectations explicit in 
the “expectation augmented” Phillips 
curve models of wages, prices, and em- 
ployment were extrapolative or adaptive 
expectations of prices. Expectations of in- 
flation following Phillip Cagan [15, 1956] 
were assumed to be a weighted average 
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of past levels or rates of change of prices.* 
Given such assumptions, it was still possi- 
ble for prices to rise unexpectedly rapidly 
and for the unanticipated reduction in 
real wages to stimulate output and em- 
ployment. Accordingly, it appeared as if 
the authorities still had the opportunity 
to trade ofiF extra inflation for employ- 
ment. 

The theory and the models built around 
it failed the test of accurate prediction. 
(See Carl Christ [16, 1975].) Both inflation 
and unemployment increased in the sev- 
enties, and governments seemed unable 
to correct the maladies. 

Enter Rational Expectations 

Neo-Keynesian economics and policy 
prescriptions were assailed by an alterna- 
tive theory of expectations, rational expec- 
tations, that was consistent with the natu- 
ral rate of unemployment hypothesis. 
Rational expectations was the invention 
of John F. Muth [48, 1960; 49, 1961], and 
the earliest applications of the idea to sta- 
bilization policy issues were made some 
ten years later by Robert E. Lucas, Jr., 
in a highly influential series of papers [38, 
1972; 39, 1973]. 

Muth was very clear about the implica- 
tions of his work. As he put it [49, 1961, 
p. 315]: 

To make dynamic economic models complete, 

various expectations formulas have been used. 

There is, however, little evidence to suggest 

that the presumed relations bear a resem- 
blance to the way the economy works. 

Muth noted that it was “often necessary 
to make sensible predictions about the 
way expectations would change when ei- 
ther the amount of available information 
or the structure, of the system is changed” 
[49, 1961, pp. 315-16]. * 

‘.This work has been surveyed by David E. W. 
Laiidlet and Michael ]. Parkin [35, 1975]; see also 
Anthony M. Santomero and John J. ^ater [60, 1978].. 


Muth went on to suggest that [49, 1961, 
p. 316]; 

Expectations, since they are informed predic- 
tions of future events, are essentially the same 
as the predictions of the relevant economic the- 
ory. At the risk of confusing this purely descrip- 
tive hypothesis with a pronouncement as to 
what firms ought to do, we call such expecta- 
tions “rational.” It is sometimes argued that 
the assumption of rationality in economics 
leads to theories inconsistent with, or inade- 
quate to explain, observed phenomena, espe- 
cially changes over time (e.g., Simon). Our hy- 
pothesis is based on exactly the opposite point 
of view: that dynamic economic models do not 
assume enough rationality. 

The hypothesis csm be rephrased a little more 
precisely as follows: that expectations of firms 
(or, more generally, the subjective probability 
distribution of outcomes) tend to be distrib- 
uted, for the same information set, about the 
prediction of the theory (or the “objective” 
probability distributions of outcomes). 

Muth remarked at a further point in his 
analysis that if the predictions of economic 
theory were much better than the expec- 
tations of the firms, then economists 
would be able to profit from that knowl- 
edge by establishing firms or selling fore- 
casts [49, 1961, p. 318]. Muth seems to 
be saying no more and no less than that 
the observed empirical regularities that 
serve as the basis for, or the confirmation 
of, economic theory also form the basis 
of economic action. Or, in other words, 
good theory is good practice. (See also 
Alan Walters [69, 1971]). 

The implication that economic agents 
or economists are omniscient cannot fairly 
be drawn from Muth’s profound insights. 
It suggests rather that information is costly 
and that it will be used efficiently. Profit- 
able opportunities to exploit available in- 
formation will be exercised in a competi- 
tive world. Rational expectations are 
profit maximizing expectations. If the past 
proves to be a very imperfect guide to 
the future, then theory and practice will 
be inaccurate. 
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Muth developed his argument formally 
for what he described as a “specialized 
form of the hypothesis” (my emphasis). 
He assumed that random disturbances 
were normally distributed, that certainty 
equivalents existed for the variables to be 
predicted, and that the equations of the 
system including the expectations formu- 
las were linear. Given these assumptions, 
Muth was able to derive mathematically 
optimum forecasts and establish the prop- 
erties of the forecast errors. 

The application of rational expectations 
to macro modelling takes the following 
general form. The aggregate demand, 
supply, and market clearing equations are 
specified with the addition of an error 
term to each structural equation. The er- 
ror terms represent the influence of ran- 
dom demand and supply shocks on the 
system. The distribution of the shocks is 
assumed normal with expected values of 
zero. 

The characteristic feature of these mod- 
els is the form of the aggregate supply 
equation. In conformity with the stylized 
Phillips curve, the deviations of aggregate 
supply about its normal trend or perma- 
nent value are attributed to difiFerences 
between actual and expected prices. 

Vi - V? = a.{Pt - Pf) + e 

where {/< is the actual rate of change of 
real aggregate output in time period t, y " 
is the “permanent” or trend rate of 
change of supply, Pt the realized price 
level in time t and Ff the price level that 
was expected to prevail in t, and € is the 
random shock. The coefiBcient a is posi- 
tively signed. Economic agents are as- 
sumed to confuse an observed increase in 
the actual price level Pt over Pf with an 
increase in the real price of their output 
to which they respond by producing 
more. 

The models postulate further that ex- 
pectations about the price level are “ra- 
tional,” i.e.. 


t^xPt^^Ptrx 

where t+iP* are the subjective expecta- 
tions of the price level and ^Pt*x is tihe 
mathematically optimum forecast of the 
price level at time f if 1 conditional on 
all that is known about the determination 
of prices. 

This knowledge is captured by the pre- 
dictions of the model when combined 
with all the information available about 
the exogenous variables and the shocks. 
That is to say the model consists of deter- 
ministic and stochastic components. The 
expectation equation, following Muth, as- 
serts equality between subjective or psy- 
chological predictions and the objective 
expectations of the theory. 

The forecast error [Pt — (^JPt\9t-t)], 
where {^^Pt\Bt-i) is the rational expecta- 
tion of Pt at time t — 1 given all the infor- 
mation available at that time (flj-j), has 
the property that a regression of the fore- 
cast error on Ot-x is zero [61, Thomas J. 
Sargent, 1973; 65, Robert]. Shiller, 1978]. 
The implication of this result is that only 
the unanticipated impulses acting on the 
system can cause actual output to differ 
from its permanent path. 

This rational expectations view of the 
world has a devastating implication for 
conventional stabilization policy. The im- 
plicit presumption of such policy inter- 
ventions is that they take the economy 
by surprise. Rational expectations argues 
that it pays economic agents to anticipate 
the effect of policy actions. If there is any 
regularity to policy action and effect, it 
will be discovered and form part of the 
information upon which economic plans 
are based. 

Lucas has summarized these arguments 
most succinctly [42, 1977]. He explains 
that in the theory of economic policy the 
motion of the economy may be described 
by a difference equation 

yt+t = F(yt,xt,9,€t) 
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where the function Fand parameter vec- 
tor 8 are derived from the demand and 
suf^ly functions of economic agents; yt 
is the state variable; Xt, represents the be- 
havior of the “forcing” variables of the 
system, e.g., government fiscal and mone- 
tary policy; «r is the vector of random error 
terms with known distribution. As Lucas 
remarks [41, 1976, p. 25]: 

There is ... no presumption that {F,0) will be 
easy to discover, but it is the central assumption 
of the theory of economic policy that once they 
an (approximately) known they will remtdn 
stable under arbitrary changes in the behavior 
of the forcing sequence [x,]. 

Everything we know about dynamic economic 
theory indicates that this presumption is un- 
justified. 

Rational expectations theorists have 
proved that the “laws of motion” of the 
economy cannot be “policy invariant" [59, 
Prescott, 1977, p. 31]. Important pioneer- 
ing contributions to this research pro- 
gram, in addition to the work of Lucas 
cited above, were made by Sargent [61, 
1973; 62, 1976], Sargent and Neil Wallace 
[63, 1973; 64, 1975], Robert J. Barro [6, 
1976], Finn Kydland and Edward C. Pres- 
cott [32, 1977], and Prescott [59, 1977]. 

The theoretical force of the argument 
has been conceded even by those who 
would deny the implications the rational 
expectations theorists have drawn for sta- 
bilization policy (see Albert Ando [1, 
1978]; Stanley Fischer [21, 1977]; and 
Phelps and John B. Taylor [56, 1977]). 

There are other theoretical develop- 
ments that have been undertaken inde- 
pendently of the rational expectations dis- 
cussions, which are proving very helpful 
to the rational expectations research pro- 
gram. As Shiller explains, the statistical 
theory of martingales applied to econom- 
ics by Paul Samuelson and Benoit Mandel- 
brot led in turn to the efficient market 
hypotheses about the behavior of security 
prices [65, Shiller, 1978]. Following Eu- 
gene F. Famas definition, an efficient capi- 


tal market is a market that is efficient in 
processing information [20, 1976]. The 
prices of securities observed at any time 
are based on a “correct” evaluation of all 
information available at that time. In an 
efficient market prices “fully reflect” 
available information [20, 1976, p. 133]. 
The similarities between the rational ex- 
pectations and the efficient market hy- 
potheses are striking and will be drawn 
upon further below. 

Shackle on General Equilibrium Analysis 

G. L. S. Shackle has long denied the 
Keynesian rationale for stabilization pol- 
icy. His critique however is not based on 
the logical inconsistencies of Keynesian 
theory. Shackle challenges on more funda- 
mental grounds the relevance of equilib- 
rium analysis to the analysis of economic 
instability. The Shackle critique draws 
much, entirely appropriate, inspiration 
from Keynes himself. 

The Walrasian general equilibrium solu- 
tion to the system of demand and supply 
equations that summarize economic be- 
havior represent, as Shackle puts it, the 
“perfect and complete adjustment of ev- 
erything in the economy to everything 
else, a general equilibrium attained after 
no matter how long a time” [67, 1966, 
p. 227]. Time and uncertainty are as- 
sumed away by the devise of t&tonne- 
ment. Information provided by prices is 
costlessly obtained. 

But the real world, as Shackle explains, 
is characterized not only by inconsistent 
plans but also by unexpected change. 
Therefore economic plans have to be put 
into operation on the basis of judgments 
about an uncertain future. Time, expecta- 
tions, and uncertainty should form the es- 
sence of any explanation of economic 
change. To quote Shackle again, “the 
problem of general unemployment has 
taught us that economic conduct is a re- 
sponse not only to scarcity but also to a 
circumstance at least as imperious. 
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namely, uncertainty” [67, 1966, p. 22]. 

The argument is that if all future prices 
and events were known with certainty or 
with a certainty equivalent, there would 
be no need to postpone any dispositions 
of purchasing power or the sale of goods. 
Contracts would be established for future 
delivery and payment and with insurance 
companies, and there could be no possibil- 
ity of general excess supply or demand. 
Such certainty is also in effect the charac- 
ter of Arrow-Debreu intertemporal gen- 
eral equilibrium. As Kenneth Arrow ex- 
plains [2. 1978, p. 159]: 

An fdtemative interpretation of the model is 
to assume that the consumers and producers 
forecast future prices perfectly. If they use as 
forecasts the equilibrium values, then as the 
economy passes through successive dates, it will 
find at each one of them that supplies and 
demands are equilibrated at the anticipated 
prices. 

Arrow notes that [2, 1978, pp. 159-60]: 

the crucial empirical point is that markets for 
most future commodities do not exist. It is an 
interesting and illuminating question why they 
do not exist, but this is not the place to examine 
that. 

It is clear that households do not place 
such contracts because they prefer to 
keep their options open in the uncertain 
world they know they live in. On the other 
hand, because the production process 
takes time, the firms are obliged (i.e., find 
it profitable) to plan production for the 
future. In general, consumers can avoid 
future contracts because they can choose 
a generalized form of command over fu- 
ture goods, money. (See Karl Brunner and 
Allan Meltzer [12, 1971]). It would there- 
fore appear as if some of the circuits for 
the transmission of market signals as- 
sumed by general equilibrium theory are 
missing [37, Axel Leijonhufvud, 1969]. 

Shackle has been described by his most 
perceptive critic, Alan Coddington, as a 
“fundamental Keynesian,” by comparison 
with the “hydraulic Keynesians” who 


domiiuite the text books; fundamental in 
that they interpret Keynes’s msijor con- 
tribution to economics as that of empha- 
sizing “that the basis of choice lies in 
vague, uncertain and shifting expectations 
of future events and circumstances: ex- 
pectations that have no firm foundation 
in circumstances” [19, Coddington, 1976, 

p. 1260]. 

Shackle describes Book IV of the 
General Theory vrith its 30 pages on ex- 
pectations and 80 pages on the interest 
rate as “reversing even caricaturising” the 
relative impact of the two kinds of influ- 
ence on investment decisions. Shackle 
finds Keynes’s General Theory as being 
in two minds. 

It turns instinctively towards stable functions, 
uninterrupted movements along curves, under 
employment "equilibrium,” secular stagnation, 
step-by-step declension (for example, of the 
level of interest-rates). Yet the message spelled 
out by all this creaking semaphore is that in- 
tended (designed, ex-ant^) investment is a law 
to itself, dependent (if at all) on too illusive 
and involved a skein of subtle influences, . . . 
to be ever captured in any intelligible, let alone 
determinable, equation. [68, 1972, p. 218.] 

Shackle believes that Keynes made his 
major contribution to economic under- 
standing by recognizing that the source 
of economic instability could be found in 
the existence of uncertainty. Shackle also 
argues that recognition of the role of un- 
certainty provides no basis for stabilizing 
the economy. 

Keynes’s search for an understanding of busi- 
ness led him to the conclusion that business 
is essentially, irremediably non-rational, not 
through its defects of organization or mistaken 
choice of ends or of methods, but in the nature 
of things at their most fundamental level; it 
is logically inconceivable for business to be ra- 
tional. But if there is no consistently operating 
mechanism, how can any reliable levers exist 
for nuuiaging it. [68, 1972, p. 163.] 

This fundamental Keynesian position 
does not necessarily encourage an attitude 
of benign neglect of what may be re- 



1428 Journal of Economic Literature, Vol. XVII {December 1979) 


garded as the inevitable fluctuations of a 
nuu-ket economy. It can be used to justify 
much more than tinkering with the mech- 
anism. Brunner and Meltzer argue that 
the General Theory was mainly a case for 
the socialization of investment [13, forth.]. 
Coddington considers Joan Robinson’s 
theory of capital to be fundamentally 
Keynesian. Coddington explains Shackle’s 
own approach to economic analysis in the 
following terms [18, 1975, pp. 151-52]: 

But what if an accommodation of real (novelty 
and uncertainty-bearing) time and the reason- 
ing faculty of the economic actor are both es- 
sential to our understanding of economic life? 

If these two ideas are fundamentally antagonis- 
tic to one another, it follows that any attempt 
to capture one of them in a formal scheme will 
tend to exclude the other. . . . Shackle . . . 
recognises a third possibility, which is to em- 
brace a mode of formulation which rejects for- 
malisation as the ideal of clarity and rigour. 

Shackle’s attempts to abandon strict 
logic has not found many friends in the 
economics profession. The fate of another, 
perhaps better known, attempt at disequi- 
librium analysis is instructive. The gen- 
eral disequilibrium, quantity constrained, 
analysis associated with Robert Glower 
[17, 1965], Axel Leijonhufvud [36, 1968], 
and Robert Barro and Herschel Grossman 
[10, 1971] ran into the dead end of ad 
hoc assumptions and indeterminate out- 
comes.® 

Lachmann on Expectations 

It will be useful for our purposes to con- 
sider at some length the views of Ludwig 
Lachmann, one of the leading modern 
Austrians, on expectations and the inte- 
grating role played by market prices. It 
will be apparent that Lachmann antici- 
pates some of the flavor of rational expec- 
tations. Lachmann also points to a crucial 
difference between his own and Keynes’s 
view of the stock exchange. 

* For d ifaaUar interpretation of these develop 
ments, see Michael Parkin [51, 1978]. 


Lachmann regards the formation of ex- 
pectations as [33, 1956, p. 23]: 

nothing but a phase in this continuous process 
of exchange and transmission of knowledge 
which effectively integrates a market society. 

Therefore the first task of a theory of ex- 
pectations is [33, 1956, pp. 23-24]: 

to describe the structure of the mental acts 
which constitute the formation of expectations; 
its second task, to describe the process of inter- 
action of a number of individuals whose con- 
duct is orientated towards each other. 

For anybody who has to make a decision in 
the face of an uncertain future the formation 
of an expectation is incidentals the endeavour 
to diagnose the situation in which he has to 
act, an endeavour always undertaken with im- 
perfect knowledge. The business man who 
forms an expectation is doing precisely what 
a scientist does when he formulates a working 
hypothesis. Both, business expectation and sci- 
entific hypothesis serve the same purpose; both 
reflect an attempt at cognition and orientation 
in an imperfectly known world, both embody 
imperfect knowledge to be tested and im- 
proved by later experience. Each expectation 
does not stand by itself but is the cumulative 
result of a series of former expectations which 
have been revised in the light of later experi- 
ence, and these past revisions are the source 
of whatever present knowledge we have. On 
the other hand, our present expectation, to be 
revised later on as experience accrues, is not 
only the basis of the action plan but also a 
source of more perfect future knowledge. The 
formation of expectations is thus a continuous 
process, an element of the larger process of 
the transmission of knowledge. 

We have said that the formation of expectations 
is incidental to the diagnosis of the situation 
as a whole in which one has to act. How is 
this done? We analyse the situation, as we see 
it, in terms of forces to which we attribute vari- 
ous degrees of strength. We disregard what we 
believe to be minor forces and state our expec- 
tations in terms of the results we expect the 
operation of the major forces to have. Which 
forces we regard as mgjor and minor is of 
course a matter of judgment. Here the subjec- 
tive element of interpretation is seen at work. 

In general, we shall be inclined to treat forces 
working at random as minor forces, since we 
know nothing about their origin and direction. 
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and are therefore anyhow unable to predict 
the result of their operation. We treat as major 
forces those about whose origin and direction 
we think we know something. This means that 
in assessing the significance of price changes 
observed in the past for future changes we shall 
tend to neglect those we believe to have been 
due to random causes, and to confine our atten- 
tion to those we believe due to more “perma- 
nent” causes. 

Lachmann is concerned with the possi- 
bility of inconsistent interpersonal and in- 
tertemporal expectations and their resolu- 
tion. He takes consolation from the 
thought that the efiFects of a series of un- 
successful expectations will be elimination 
from the market. Moreover Lachmann ar- 
gues that the market system has evolved 
institutions that resolve the potential con- 
flicts. 

Lachmann regards the function of for- 
ward markets as that of spreading 

knowledge not about what is or has been, but 
about what people think will be. In this way, 
while the future will always remain uncertain, 
it is possible for the individual to acquire knowl- 
edge about other people’s expectations and to 
adjust his own accordingly, expressing his own 
views about future prices by buying or selling 
forward, thus adding his own mite to the forma- 
tion of market opinion as expressed in forward 
prices. In other words, forward markets tend 
to bring expectations into consistency with 
each other. They are on the side of the stabiliz- 
ers. [33, 1956, pp. 67-68.] 

While Lachmann recognizes the limited 
scope of forward trading, he regards the 
Stock Exchange as an example in “contin- 
uous futures.” 

The Stock Exchange is a market in “continuous 
futures." It has therefore always been regarded 
by economists as the central market of the eco- 
nomic system and a most valuable economic 
barometer, a market, that is, which in its rela- 
tive valuation of the various yield streams re- 
flects, in a suitably "objectified” form, the artic- 
ulate expectations of all those who wish to 
express them. All this may sound rather platitu- 
dinous and might hardly be worth mentioning 
were it not for the fact that it differs from the 
Keynesian theory of the Stock Exchange which 
is now so much en vogue. [33, 1956, p. 68.] 


Working Hypotheses become Rational 
Expectations 

Rational expectations takes a vital fur- 
ther step in the treatment of expectations 
by assuming that the “working hypothe- 
ses" that form the ba^ for expectations 
are equivalent to the presumptions of eco- 
nomic theory. Expectations may accord- 
ingly be modelled and theories tested. 

In this way and by extending the maxi- 
mizing assumption to the use of informa- 
tion, the rational expectations approach 
meaningfully extends the use of what 
Coddington describes as the reductionist 
method as applied in timeless general 
equilibrium analysis. 

The central idea [of reductioniam] is the reduc- 
tion of market phenomena to (stylized) individ- 
ual choices. [19, 1976, p. 1258.] 

It is this method that enables the connec- 
tion to be made between “equilibrium 
states of market phenomena and the 
choice logic from which these states could 
be generated” [19, 1976, p. 1259]. 

Coddington makes the distinction be- 
tween the existence of “knowledge defi- 
ciency” and the provision of “knowledge 
surrogates.” He suggests that what is ordi- 
narily covered by the blanket term “un- 
certainty” has two aspects. Knowledge 
deficiency covers “risk, uncertainty, mis- 
takenness, ignorance, deception and delu- 
sion.” There are he suggests, however, 
knowledge surrogates in the form of “con- 
jecture, expectation, perception, learning, 
adaptation and so on” [18, 1975, pp. 152- 
53]. 

The fundamental issue is whether or not 
market prices may be regarded as service- 
able “knowledge-surrogates” [18, Cod- 
dington, 1975, pp. 155-56]. There is as 
indicated previously an enormous amount 
at stake for economic analysis. The reduc- 
tionist program must be built around equi- 
librating forces. 

Of great relevance to this issue are the 
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numerous tests of the efficient market hy- 
pothesis. If markets are efficient, then 
price changes on those markets should fol- 
low an approximately random walk. If 
price changes are unrelated to previous 
prices, then all the forces known to affect 
prices are assumed to have been incorpo- 
rated in ruling market prices. Efficient 
prices are equilibrium prices conditional 
on all information available when prices 
are established. A proof of efficient use 
of information in markets is a proof of ra- 
tional expectations [29, Michael Ham- 
burger and Elliott Platt 1975; 58, William 
Poole, 1976]. 

William Poole reports that [58, 1976, p. 
467]: 

The validity of the rational-expectations hy- 
pothesis as applied to prices in active auction 
markets has been extensively tested. Numerous 
investigators have analysed an enormous 
amount of data using many different statistical 
techniques, and no serious departure from the 
predictions of the hypothesis has been found. 
Thus, there is very strong evidence in favor 
of the hypothesis’ 

Critics of Rational Expectations 

It has been argued above that the ra- 
tional expectations approach does not as- 
sume that men need apply reason “to cir- 
cumstances that are perfectly known.” 
Arrow draws a different interpretation. It 
is ironic that he should criticize rational 
expectations because of its similarity to his 
own general equilibrium theory. 

It is true that the rational expectations hypothe- 
sis implies that the outcomes on future markets 
are well anticipated, but it is hard to see why 
this should be true. The very concept of the 
market and certainly many of the arguments 
in favor of the market system are based on the 
idea that it greatly simplifies the informational 
problems of economic agents, that they have 
limited powers of information acquisition, and 

’ For a more recent discussion of the relation be- 
tween efficient markets and rational expectations, 
see Frederic Mishkin [47, 1978] and James Pesondo 
[53. 1978]. 


that prices ate economic summaries of the in- 
fonnation from the rest of the world. But in 
the rational expectations hypothesis, economic 
agents are required to be superior statisticians, 
capable of analyzing the future general equilib- 
ria of the economy. [2, 1978, p. 160.] 

Albert Ando adopts a similar position. 
He refers to the work of Lucas and Sar- 
gent as “classical equilibrium theory” and 
the theory of an “economic stationary 
state” generalized to “a suitably stochastic 
case” [1, 1978, pp. 16-17]. Herbert A. Si- 
mon in his Nobel Prize lecture advanced 
a similar argument [66, 1978]. It is how- 
ever incorrect to assume that rational ex- 
pectations regards errors in forecasts as 
insignificant or absent. The implication of 
rational expectations is rather that the 
forecast errors are not correlated with 
anything that could profitably be known 
when the forecast is made. Or in other 
words while markets may be wrong, they 
are not wrong without good reason. 

The other main thrust of the criticism 
made by Arrow is that while stock markets 
may be efficient, the markets for commod- 
ities and labor are not. 

Arrow argues as follows [2, 1978, p. 
162]: 

Economic theory and policy-making may have 
unduly minimized stocks and anticipations; but 
one can err in the opposite direction. Ekionomic 
theory implies that price anticipations are rele- 
vant in decisions about capital formation but . 
not in flow decisions. In allocating consumption 
today, the future price of a completely perish- 
able good is irrelevant (strictly speaking, this 
is true only if consumption bundles of different 
periods are separable in utility). An extreme 
example of a perishable commodity is labor- 
time. The laborer is durable, but the hours he 
can work are not. Hence, there is essentially 
no reason for anticipations of future wage in- 
creases, correct or incorrect, to affect the pres- 
ent supply of labor. Yet one finds models which 
argue that statistical unemployment is wholly 
or partly a voluntary withholding of labor be- 
cause of unduly optimistic expectationsi 

Arrow remarks further: “the future 
wage level is important in estimating fo- 
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ture income and hence present wealth. 
But unlike the case of durable goods, there 
is no market pressure driving expectations 
of price changes in a particular direction'’ 
[2, 1978, p. 163]. A rational expectations 
explanation of labor market behavior will 
be presented below. 

It is however not at all obvious why 
prices in markets that are not well orga- 
nized stock markets are any less efficient, 
in the sense that obviously unexploited 
opportunities to profit persist over time. 
The force driving prices in all markets, 
including labor markets, is the search for 
profits. Pure profits in the sense of Knight 
are earned by knowing or guessing better 
than the market. The market prices of re- 
sources fully reflect expected “normal” 
profits from their utilization in the pro- 
duction process. 

Moreover economists do not usually 
seek an explanation of general economic 
instability in the markets for perishable 
goods. The prices of perishables, because 
of their nature, adjust rapidly to clear the 
market. The source of persistent excess 
supplies is more usually sought in labor 
markets precisely because the labor mar- 
ket is so obviously a quantity rather than 
a price-adjusting market. It should fur- 
thermore be recalled that Keynes’s funda- 
mental attack on classical economics was 
directed at the supposed irrationality of 
stock markets and so investment deci- 
sions. 

Arrow reveals a misunderstanding of ra- 
tional expectations by the following state- 
ment [2, 1978, pp. 161-62]: 

But once we go down the path of permitting 
inferences to be drawn, there are more and 
more subtle possibilities. One may regard a 
strong government monetary policy to be sig- 
nificant, not merely for itself but because it is 
an indication of the government’s determina- 
tion to do something about the current de- 
pressed situation. On this basis, the reaction 
might be much stronger than would be justified 
by the objective facts. Arguments of this kind 
were popular at one time with regard to redis- 


count rate policy on the part of centnd basika; 
it was the signalling effect rather than the ob- 
jective impact on the economy that was domi- 
nant. 

It was rather the consistency of the sig- 
nal with the objective frtcts that was useful 
to the traders in securities. Bankers and 
businessmen do not need to know eco- 
nomic theory. 'They can however take ad- 
vantage of rules of thumb. But rules of 
thumb will remain serviceable only if the 
struchure of the economy remains un- 
changed. It was economists and central 
bankers who came to confuse the signal 
(interest rate changes) with the substance, 
which was balance-of-payments-depen- 
dent money supply changes. But this is 
another long story. Meltzer interprets the 
classical gold standard in similar terms [45, 
IQ??].-* 

Some Econometric Tests and Applications 
of Rational Expectations 

As Prescott noted expectations cannot 
be measured directly; they have to be in- 
ferred [59, 1977]. One example of treating 
expectations inferentially is to be found 
in Lucas’s original investigation of unem- 
ployment inflation trade-offs across coun- 
tries [39, 1973]. Lucas attempted to test 
the rational expectations model of the nat- 
ural rate of unemployment by examining 
the relation between unemployment and 
the variance of price changes across coun- 
tries. Lucas found there was a short-run 
Phillips curve only if no attempt was made 
to take advantage of it. 

Another application has been made by 
Jacob A. Frenkel in an explanation of the 

* It h perhaps appropriate to reflect on the famous 
(apocryi^ial) story of Rothschild and the Battle of 
Waterloo. It was well understood that a victory for 
Napoleon would be bearish for British stock. It was 
also assumed that the House of Rothschild would 
be the first to know the outcome of that great and 
terrible battle. Rothschild in due course appeared 
at the Exchange and gave his broker the signal to 
sell. We may all hope to have a suitttbly profitable 
occasion to destroy our credibility. 
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denuind for money in Germany during 
the hyperinflation. Frenkel infers infla- 
tionary expectations from the forward ex- 
change market after testing for the effi- 
ciency of that market [22, 1977]. The idea 
is that the forward rate represents an un- 
biased estimate of future spot rates and 
expectations of future spot rates depend 
on expected relative purchasing power. 
Therefore implicit in the future rate is an 
expectation of inflation. This expectation 
of inflation is applied in a regression esti- 
mate of the demand for money. 

Barro has also tested the rational expec- 
tations hypothesis. Barro ’s studies attempt 
to show that it is only the unanticipated 
component of monetary growth that af- 
fects employment, real output, and the 
price level [7, 1977; 9, 1978). Barro is un- 
doubtedly asking the interesting question 
from a rational expectations point of view. 
However, this method of answering the 
question appears to violate the spirit of 
rational expectations in the following 
way. 

In Barro’s published models anticipated 
monetary growth is not inferred. Antici- 
pated money growth is rather taken to 
be the money growth given by a regres- 
sion equation of actual money changes on 
variables shown able to predict money 
supply growth over the entire period un- 
der observation (1941-73). The measure 
of anticipated monetary growth is there- 
fore not made conditional on the informa- 
tion available to economic agents when 
expectations were formed. 

In an earlier version of this study Barro 
measured anticipated monetary growth 
for period t based on information available 
only up to period t - 1. This is clearly a 
procedure that meets the objection raised 
above. Barro showed that bringing up to 
date the sample led to “little evolution 
of the coefficient estimates” [5, 1976, pp. 
14-15]. When these properly dated mea- 
sures of anticipated monetary growth 
were applied in the test of the hypothesis 


that only unanticipated monetary growth 
affected unemployment, they gave sup- 
port to the theory, though not as much 
support as the alternative specifications. 
It is however notable that when the pe- 
riod of observation is extended and lower 
weights attached to World War II observa- 
tions, the estimated values of the coeffi- 
cients measuring the impact of monetary 
growth lagged one and two periods on an- 
ticipated monetary growth becomes 0.41 
and 0.21 compared to the previous 0.24 
and 0.35 [9, Barro, 1978, p. 551]. It is 
therefore not clear which equation prop- 
erly represents the equation economic 
agents are assumed to know when they 
estimate the money supply. One is in ef- 
fect being asked to accept a joint hypothe- 
sis. The appropriateness of the measure 
of anticipated monetary growth is judged 
by its ability to help predict unemploy- 
ment. Since the theory of anticipated 
monetary growth is a simple single equa- 
tion and inevitably somewhat ad hoc, 
there would seem no way to reject the 
first part of a joint hypothesis of this kind. 

Objections on logical grounds to Barro’s 
theory of the money supply process may 
also be raised. In this theory the govern- 
ment is assumed to rely on money cre- 
ation rather than taxation when the fed- 
eral deficit rises relative to the normal 
deficit. This clearly implies that the au- 
thorities also control interest rates, for oth- 
erwise higher interest rates could ration 
the supply of bank credit without requir- 
ing accommodating increases in high 
powered money. Such controls on interest 
rates would also make the money supply 
vary procyclically with employment. 
However, included in the anticipated 
money supply equation is a countercycli- 
cal effect of unemployment on money 
supply growth. 

Sargent’s measures of anticipated mon- 
etary growth and other variables as estab- 
lished by best fit autoregressions over the 
entire period of observation are also vul- 
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nersdjle to the criticism that anticipated 
variables are 'not conditioned on what 
could have been known [61, 1973; 62, 
1976]. We know that autoregressive 
methods do not forecast well outside the 
sample period. One would therefore ex- 
pect maximizing economic agents to be 
aware of the necessity for “parameter 
drift” in their forecasting exercises. To 
meet this criticism, Sargent could have 
economic agents revise their “ARIMA” 
(autoregressive integrated moving aver- 
age) forecasts as new information became 
available. Unfortunately econometric ex- 
ercises of the kind that assume that eco- 
nomic agents know the structure of the 
model for the entire sampling period may 
give credence to the view that rational 
expectations imagines economic agents to 
be, in Arrow’s words, “superior statisti- 
cians capable of analyzing the future gen- 
eral equilibrium of the system.” 

Perhaps the most inventive econ- 
ometric application of the rational expec- 
tations approach is the procedure devised 
by Robert E. Hall to examine the life-cycle 
and permanent-income hypotheses. The 
flaw in many tests of aggregate consump- 
tion behavior is the failure to take account 
of the endogenous character of income 
when income is assumed to be a determi- 
nant of consumption. As Hall points out, 
even simultaneous estimates of consump- 
tion and income often have to make un- 
easy compromises about the exogeneity 
of instrument variables. Hall tests a so- 
called stochastic version of the theory of 
consumption. As Hall explains the theory 
[26, 1978, p. 972]: 

When consumers maximize expected future 
utility, it is shown that the conditional expecta- 
tions of future marginal utility is a fimction of 
today’s level of consumption alone — all other 
information is irrelevant. In other words, apart 
from a trend, marginal utihty obeys a random 
walk. If marginal utility is a linear function of 
consumption, then the implied stochastic prop- 
erties of consumption are also those of random 
walk, again apart from a trend. 


Hall’s test of the theory is exactly analo- 
gous to the tests of the efficient market 
hypotheses. The hypothesis is tested by 
regressing current consumption on lagged 
consumption, real income, and wealth. 
Given the time trend in consumption 
only, the finding that consumption lagged 
one period can help predict current con- 
sumption provides considerable support 
for the theory. The implication is that any- 
thing known to influence future income 
and consumption is already reflected 
in current consumption decisions. The 
strong version of the theory, that con- 
sumption is unrelated to any economic 
variable observed in earlier periods, is re- 
jected by the ability of stock market prices 
to help predict future consumption. Most 
of the predictive power of stock market 
prices is derived from the value of stocks 
in the previous period. 

Rational Expectations, the Business Cycle, 
and the Labor Market 

In his interpretation of rational expecta- 
tions, Lucas addresses Frank Knight’s dis- 
tinction between risk and uncertainty in 
the following way [42, 1977, p. 15]: 

At a purely formal level, we know that a ra- 
tional agent must formulate a subjective joint 
probability distribution over all unknown ran- 
dom variables which impinge on his present 
and future market opportunities. The link be- 
tween this subjective view of the future and 
"reality" is a most complex philosophical ques- 
tion, but the way it is solved has little effect 
on the structure of the decision problem as seen 
by an individual agent. In particular, any dis- 
tinction between types of randomness (such as 
Knight’s (1921) distinction between "risk" and 
"uncertainty”) is, at this level, meaningless. 

Unfortunately, the general hypothesis that eco- 
nomic agents are Bayesian decision makers has, 
in many applications, little empirical content: 
without some way of inferring what an agent’s 
subjective view of the future is, this hypothesis 
is of no help in understanding his behavior. 
Even psychotic behavior can be (and today, 
is) understood as “rational," given a sufficiently 
abnormal view of relevant probabilities. To 
practice economics, we need some way (short 
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of p*ychoan«ly*is, one hopes) of understanding 
whi^ decision problem agents are solving. 

Lucas suggests that rational expectations, 
which assumes the coincidence of subjec- 
tive and true probabilities, is not applica- 
ble in situations in which one cannot guess 
which, if any, observable frequencies are 
relevant; situations that Knight called un- 
certainty. Lucas suggests it will most 

likely be useful in situations in which the proba- 
bilities of interest concern a fairly well defined 
recurrent event, situations of "risk” in Knight’s 
terminology. In situations of risk, the hypothe- 
sis of rational behavior on the part of agents 
will have usable content, so that behavior may 
be explainable in terms of economic theory. 

In such situations, expectations are rational in 
Muth's sense. In cases of uncertainty, economic 
reasoning will be of no value. [42, 1977, p. 15.] 

Lucas takes consolation from the appar- 
ent regularity of the business cycle as a 
justification for seeking “an equilibrium 
theory of the business cycle.” 

These considerations explain why business cy- 
cle theorists emphasized the recurrent charac- 
ter of the cycle, and why we must hope they 
were right in doing so. Insofar as business cycles 
can be viewed as repeated instances of essen- 
tially similar events, it will be reasonable to 
treat agents as reacting to cyclical changes as 
"risk,” or to assume their expectations are 
rational, that they have fairly stable arrange- 
ments for collecting and processing informa- 
tion, and that they utilize this information in 
forecasting the future in a stable way, free of 
systematic and easily correctable biases. [42, 
1977, p. 15.] 

If, however, making economic decisions 
for the future were complicated only by 
risk, the problem would be reduced to a 
zero sum game between firms and insur- 
ance companies. It is not plausible to seek 
an explanation of persistent errors about 
the allocation of resources that character- 
ize the regular business cycle in these 
terms. Nevertheless, even if the problem 
is more than risk, we must accept with 
Lucas that economic agents have “stable 
arrangements for collecting and process- 
ing information” and that they use the in- 


formation they have in a stable way "free 
of systematic and easily c(»Tectable bias.” 

A world dominated by uncertainty in 
the Knight sense would however seem to 
offer little profitable scope for the time- 
consuming nature of production and con- 
sumption we observe. It should be con- 
ceded that the regular business cycle 
could be seriously disturbed or “shocked” 
by an event or series of events for which 
the past provides very little guidance. 
Economic agents may not be able to form 
confident Bayesian priors about what will 
transpire over the relevant forecast spans. 
The Great Depression of the thirties in 
the United States may be explained in 
these terms." Revolutionary or expected 
revolutionary political change would also 
induce a lack of confidence in predictions 
about profitable investment decisions. 
The paralysis of investment could explain 
a prolonged depression, for even if invest- 
ment were expected to remain at perma- 
nently lower levels, it would take some 
time before resources, especially labor re- 
sources, could be reallocated to alterna- 
tive uses. 

Lucas has some profound thoughts on 
the nature of the business cycle [42, 1977, 
pp. 19-20]: 

One must go behind price movements ta the 
changes in technology and taste which underlie 
them. These changes are occurring all the time 
and, indeed, their importance to individual 
agents dominates by far the relatively minor 
movements which constitute the business cy- 
cle. Yet these movements should, in general, 
lead to relative, not general price movements. 

A new technology, reducing costs of producing 
an old good or making possible the production 
of a new one, will draw resources Into the good 
which benefits, and away from the production 
of other goods. Taste shifts in favor of the pur- 
chase of one good involve reduced expendi- 
tures on others. Moreover, in a complex mod- 
em economy, there will be a large number of 
such shifts in any given period, each small in 
importance relative to total output. There will 
be much “averaging out” of such effects across 
markets. 
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An explanation of the regular business 
cycle must surdy look to sources of sys- 
tematic bias in the information available 
to economic agents that may mislead 
them about the true state of the economy. 
It is perhaps worth noting here that pre- 
Keynesian business cycle theorists, for ex- 
ample, Knut Wicl^ll and Friedrich 
Hayek, explained the business cycle as a 
response to false signals provided by 
changes in interest rates or the price level. 
The signals were thought to lead to a mis- 
allocation of resources between consump- 
tion and investment, which would be re- 
vealed by the emerging pattern of 
demand. This naturally made Hayek very 
skeptical of plans to increase consumer de- 
mand to stimulate employment when the 
problem was understood to be too many 
investment goods and too few consump- 
tion goods [30, 1933). 

Lucas's own theory of the business cycle 
relies on the assumption of incomplete in- 
formation and a consequent confusion be- 
tween relative and absolute price changes 
[40, 1975). The persistence of deviations 
of variables about their trend or perma- 
nent values that characterize the business 
cycle do not obviously accord well with 
the pure rational expectations property of 
serially uncorrelated forecast errors. As 
has been pointed out by Benjamin Fried- 
man, the rational expectations models re- 
ferred to above do not have any error 
learning properties [24, 1979). There is 
no time lag between the collection of new 
information and its assimilation and im- 
plementation in revised conditional fore- 
casts. As Friedman demonstrates, once 
such lags are introduced, mathematically 
optimum forecasts no longer display the 
property of serially uncorrelated errors. 
Optimal forecasts may be distributed lags 
on available information. 

If lags in the response to new informa- 
tion are held responsible for the business 
cycle, an explanation must be sought for 
the existence and length of such lags that 


is consistent with maximizing behavior. 
We shall return to diis question after a 
discussion of labor market characteristics. 

Analysis of the Labor Market 

V 

Thb research program of rational expec- 
tations has been drawn inevitably to an 
explanation of labor market behavior. In 
die other economic markets mistaken 
plans are undertaken and expectations fal- 
sified, but the markets are more or less 
continuously cleared. Prices are cut or in- 
creased, losses are borne, capital is written 
off and readapted to other purposes. Re- 
sources are wasted, but bygones are by- 
gones. Even if market clearing requires 
the bankruptcy of economic agents, this 
is not usually considered to be of great 
consequence. Bankruptcy may be the oc- 
casion for government subsidies “to save 
jobs.” 

The labor market appears to be differ- 
ent. It is conspicuously a quantity rather 
than a price adjusting market. Lucas ad- 
dresses the issue in the following way [42, 
1977, p. 12); 

For nowhere is the “apparent contradiction" 
between “cyclical phenomena” and "economic 
equilibrium" theory sharper than in labor mar- 
ket behavior. Why, in the face of moderately 
fluctuating wages and prices should households 
choose to supply labor at sharply irregular rates 
through time? 

Or to put it another way, why should firms 
be allowed to employ labor at sharply ir- 
regular rates over time [27, Hall, 1979]? 

Rational expectations caimot rely on 
market frictions or search costs as an ex- 
planation of unemployment. Rigid wages 
in the face of persistent unemployment 
would be recognized sooner or lateiz as 
inconsistent with maximizing behaidor. 

It may be assumed that the labor mirket 
is not cleared by an auctioneer at the labor 
exchange because such a system does not 
best serve the interests of most workers 
and firms. The absence of these clearing 
arrangements need not be attributed to 
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the power of trade unions or to govern- 
ment intervention. The incentive to inno- 
vate employment practices is as great as 
anywhere else in the economy. If there 
were profitable opportunities to increase 
the flexibility of wages in the labor market, 
it can be assumed they would be discov- 
ered and utilized. Labor markets are more 
quantity than price flexible for good rea- 
son. The developing theory of contracts 
may provide better answers to these ques- 
tions (see Costas Azariadis [3, 1975]; Hall 
and David Lilien {28, 1978]). 

One approach to this issue originated 
with Lucas and Leonard Rapping. They 
regard workers as substituting leisure and 
work over time in the attempt to maxi- 
mize lifetime incomes. Workers are as- 
sumed to be aware of seasonal and cyclical 
fluctuations in wage incomes and that oc- 
cupations differ in these respects. There- 
fore some of the variation in the supply 
of and demand for labor may be consistent 
with exceptations and lifetime income 
and consumption plans. Workers can be 
regarded as supplying more labor time 
when demand for labor is considered tem- 
porarily high and less when temporarily 
low. Over a working life, leisure and work 
may be substituted in response to ex- 
pected fluctuations in demand for labor. 
Evidence of such effects has been found 
[43, Lucas and Rapping, 1969]. 

However, as Hall has pointed out, by 
no means all evidence from the labor mar- 
ket supports the view that variations in 
the supply of labor represent intertempo- 
ral substitution. In recessions workers typ- 
ically are dismissed rather than quit and 
more particularly spend more time, on 
average, looking for work [27, Hall, 1979]. 
This would suggest that unexpected fluc- 
tuations in the demand for labor explain 
part of the observed unemployment. 

Brunner, Alex Culderman, and Meltzer, 
in their attempt to explain persistent im- 
employment, point to the problem work- 
ers and firms may have in inferring 
promptly the appropriate state of the 


economy from evidence available to them 
[11, 1979]. As Brunner and Meltzer ex- 
plain [14, forth., pp. 4-12]: 

Fluctuations in aggregate economic activity 
and employment result from changes in the 
aggregate demand for and supply of output. 
The timing of the changes is uncertain. The 
changes may be positive or negative, and may 
be temporary or persistent. Workers and em- 
ployers in individual firms do not know 
whether shocks or changes are temporary or 
long-lasting, real or nominal. 

The uncertainty that affects employment is 
summarized by the four-way classification of 
shocks as real and nominal, temporary and per- 
sistent. Uncertainty arises because of the inabil- 
ity of workers and employers to distinguish 
promptly, between the four categories. We as- 
sume that there is no way to extract from avail- 
able data fully reliable information about the 
type of shock that has occurred. 

The distinction between permanent 
and temporary disturbances is a very im- 
portant one and adds to a possible confu- 
sion between real and nominal changes 
that characterize the usual rational expec- 
tations aggregate supply functions re- 
ferred to above. 

Brunner, Cukierman, and Meltzer have 
developed a model of stagflation and wage 
stickiness, which relies on the inability of 
agents to distinguish between permanent 
and transitory shocks. The distinction be- 
tween what are permanent and what are 
merely transitory shocks is only revealed 
over time. The diflficulty in drawing cor- 
rect inferences about the state of the econ- 
omy even after the shocks have occurred 
makes the mathematically optimum fore- 
cast a distributed lag proxy for the expec- 
tations of permanent variables. Persistent 
deviations about permanent values are a 
property of the model [11, 1979]. 

Rational Expectations and Stabilization 
Policy 

Critics of rational expectations maintain 
that because wages and prices are less 
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than perfectly flexible, a short-run Phillips 
curve trade-off is still available to the au- 
thorities [4, Martin Baily, 1978; 50, Arthur 
Okun and George Perry, 1978]. This result 
is thought to hold even if agents are “ra- 
tional” with respect to stabilization policy 
but are inhibited by fixed period contracts 
[21, Fischer, 1977; 56, Phelps and Taylor, 
1977]. Beimett T. McCallum has re- 
sponded in land to this criticism [44, 1977] 
(see also Barro [8, 1977]). As is acknowl- 
edged by Fischer, the existence of the con- 
tracts is taken as given and not explained. 
How the contractual arrangements would 
alter if the authorities attempted to make 
use of these apparent rigidities is also not 
indicated. It should also be recognized 
that the periods for which individual firms 
and workers contract overlap, providing 
a degree of flexibility to the price level 
in general that may not be true of an indi- 
vidual price or wage. 

The rational expectations critique of 
conventional stabilization policy would 
seem to apply a fortiori to an economy 
characterized by long-term contracts for 
the supply of labor or goods. Economic 
agents who find it convenient to exercise 
wage and price setting powers, firms and 
trade unions for example, will find it im- 
perative to take a position on stabilization 
policy precisely because reversing posi- 
tions in these markets is costly over the 
forecast span. Moreover, given such antic- 
ipations, there can be no presumption that 
the impact of stabilization policy will be 
under rather than over estimated. If pol- 
icy turns out to be less inflationary than 
generally expected, rapid increases in the 
money supply could precede decreases in 
real output and employment. 

There is however a more subtle possibil- 
ity that given some inflexibility of prices 
or wages the authorities could attempt to 
surprise the market. This could be re- 
ferred to as unconventional stabilization 
policy. The authorities would have to 
know what the market expected of the 
authorities and act differently. The mar- 


ket in turn would come to expect the au- 
thorities to act differently, and so a gaming 
type problem would emerge. This, of 
course, is to take discretionary stabiliza- 
tion policy far away from its conventional 
objecjive of compensating for the sup- 
posedly deflationary bias of a market econ- 
omy. If rational expectations are taken se- 
riously, it is by no means apparent why 
a market economy should have any defla- 
tionary bias even when wage and price 
rigidity is assumed. It may be accepted 
that discretionary stabilization policy will 
have real effects, given less than instanta- 
neous market clearing, if it is unantici- 
pated. However, the effects of such a pol- 
icy will only be predictable if the 
authorities are the superior general equi- 
librium statisticians and furthermore if 
they can consistently win the game 
against maximizing economic agents. 

With and without stabilization policy, 
the economy and economic agents are 
vulnerable to uncertainty or, to use the 
terminology of rational expectations, to 
random shocks. Shocks may be real or 
nominal, temporary or permanent. Shocks 
have real effects precisely because they 
were not and could not be anticipated. 
To make appropriate plans, economic 
agents have to identify the nature and du- 
ration of shocks. This raises the fundamen- 
tal issue of the characteristics of the insti- 
tutions that would enable the system to 
best cope with unavoidable uncertainty. 
Discretionary stabilization policy, which 
imposes nominal shocks on top of real 
ones, would not seem appropriate. 

Conclusion 

After a long and regrettable hiatus, 
macroeconomic analysis is once more 
wrestling seriously with the role played 
by expectations. Economic theory without 
an explanation of expectations will not be 
able to contribute towards an understand- 
ing of macroeconomic phenomena in a fu- 
ture-conscious world. The challenge of ra- 
tional expectations and the response to it 
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is busy transforming macroeconomics for 

the better. 
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The origins of the economy: A comparative 
study of distribution in primitive and peas- 
ant economies. By Frederic L. Pryor. 
Studies in Social Discontinuity. New York 
and London: Harcourt Brace Jovanovich, Ac- 
ademic Press, 1977. Pp. xviii, 475. $19.50. 

JEL 79-0009 

This book is subtitled, “A Comparative Study 
of Distribution in Primitive and Peasant Soci- 
eties,” and it is this more modest subtitle that 
accurately indicates the book’s subject matter. 
The major aim of the book is to investigate 
different types of distributional mechanisms 
and institutions in a sample of 60 societies. 
Pryor sets out to test empirically the origins 
of different modes of distribution, utilizing ex- 
isting ethnographies. Insofar as I am aware, 
it is the only systematic, cross cultural study 
of all aspects of distribution that has been pub- 
lished to date. 

To begin, a synopsis of the book is presented. 
Chapters 1-3 lucidly state Pryor’s aims and the 
methodology to be used. His analytical tech- 
niques are eclectic, for Pryor tries to find a 
middle ground between the rigor of economics 
and the case study approach of structural func- 
tional anthropology. Pryor sets out to “explain” 
different modes of distribution vis-d-vis a wide 
range of independent variables. But while he 
uses standard multivariate statistical tech- 
niques, the variables incorporated in his re- 
gressions are wide ranging and include not 
only “economic,” but also “social,” “social 
structural,” "political,” "environmental," and 
“atmospheric^’ variables. In chapter 3, Galton’s 
problem — the extent to which cultural diffu- 
sion can bias statistical cross-sectional results — 
is discussed. 

Chapter 4, jointly written with Nelson Gra- 
burn, is a case study of exchange and transfer 


in the Eskimo (Innuit) village of Suglug and 
is a useful introduction to Pryor’s mode of anal- 
ysis. However, it represents an unusual begin- 
ning (a case study) to a large sample, cross-sec- 
tional study. 

In chapter 5, the study proper begins, as the 
determinants of market exchange are exam- 
ined. Pryor meticulously divides the “market” 
into markets for goods, for labor, for credit, 
and for land and land rentals. The various types 
of market exchange appear to be, primarily, 
functions of the level of economic develop- 
ment. Chapter 6, as its title suggests is “a di- 
gression on the origins of money” and appears 
appropriately after market exchange. Chapter 
7 examines the determinants of goods and la- 
bor reciprocity. The mode of production ap- 
pears to be the major determinant of this dis- 
tributional mode. 

Chapters 8 and 9 examine the determinants 
of non-centric transfers; non-centric transfers 
refer to transactions between pairs of individu- 
als in contrast to centric transfers, which are 
focused around a single individual or institu- 
tion (e.g., political or religious establishment). 
The former analyzes slavery. Here Pryor 
stresses the distinction between slaves as eco- 
nomic capital, where they are economically ex- 
ploited, and as social capital, where they are 
a group lacking social and political rights. The 
latter chapter, examines non-centric transfers 
other than slavery. Chapter 10 examines cen- 
tric transfers of goods and services — what Karl 
Polanyi [1, 1957] termed redistribution-trans- 
fer transactions with a variety of focal points 
in a society. 

Chapter 11, aptly entitled “Some Broader 
Issues,” summarizes the study and suggests di- 
rections and disciplines for which this book will 
be of use. 

A synopsis of this book would be incomplete 
without reference to the mass of information 
contained in Appendixes A-F, which cover 130 
pages. Particularly valuable are Appendix A, 
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iiie etfmographic data used; Appendix D, a 
glossary of technical terms; and Appendix E, 
principal ettmographic sources. 

'Hus study is not without caveats, and it is 
entirely to Pryor’s credit that he identifies 
nuuiy of these. Pryor aims this study at an un- 
usually wide audience, and while he appears 
most comfortable with the language and ana- 
lytical techniques of economics, he nonetheless 
utilizes a multidisciplinary approach. Inevi- 
tably, while economists may find the statistical 
techniques elementary, anthropologists may 
see them as overcomplicated; the reverse dis- 
content may arise in discussions of kinship rela- 
tions and social structural concepts. 

More specific shortcomings occur at three 
levels — what are termed here data problems, 
analytical technique issues, and hypotheses is- 
sues. The data problem refers to the nature 
of Pryor’s data base and the subjectivity in- 
volved in its quantification. A careful examina- 
tion of Appendixes A and E is essential to un- 
derstand data shortcomings. One problem is 
that all ethnographies used represent societies 
at different stages of acculturation — hence, are 
they comparable? Another, is that while Pryor 
has generally utilized ethnographies with an 
economic flavor, the extent of researchers’ in- 
terest in economic organization varied, and 
this resulted in differing quality of economic 
reporting. When Pryor uses more than one eth- 
nographic source for a particular society, the 
same problem arises. A final data-related ca- 
veat arises with data quantification — Pryor (p. 
301) admits subjectivity, but readers must 
closely examine the relevant appendices to as- 
certain the extent of their agreement with 
Pryor’s valuation. 

Another problem area relates to the analyti- 
cal techniques used and arises from the eco- 
nomics perspective. To be fair, Pryor makes 
the reader folly aware of some of the inherent 
shortcomings associated with multiple regres- 
sion analysis — in particular the problem of 
multicollinearity. But linked to the data-re- 
lated caveats mentioned, the use of dummy 
variables does not seem entirely satisfactory. 
Sometimes when dummy variables are used 
a yes/no distinction (e.g., existence of an eco- 
nomic institution) is sufficient, while at other 
times an arbitrary grading system is used. 'The 
extension of statistically significant cross-sec- 


tional relationships to time series is not con- 
vincing. For while Galton’s problem is thor- 
oughly dealt with, it appears that a significant 
somrce of cultural diffusion is not, and cannot, 
be isolated — i.e., contact with Western socie- 
ties. Hence, significant relationships in the eth- 
nographic present may not be valid for socie- 
ties in their past (pristine) states. 

Hypothesized issues arise primarily focun the 
anthropological quarter. The age-old formal- 
ist /substantivist debate is, in line with common 
practice in the 1970's, largely ignored by 
Pryor. But more significantly, recent Marxist 
contributions to economic anthropology are 
barely alluded to. The very title of the book 
involves a rejection of Marxist theory, for Marx- 
ists see the origin of the economy in the (domi- 
nant) mode of production, not distribution. A 
second problem here is that Pryor barely men- 
tions the fundamental distribution question an- 
thropologists ask — he accepts that distribution 
is an economic institution, rather than exam- 
ining to what extent distribution is a kin- or 
ritual-based phenomenon, particularly in 
primitive societies. Similarly, the concept of 
“invisible” transfers is superficially dealt with, 
given the possible balancing qualities of these 
transfers that have been the subject-matter of 
entire ethnographies. 

It must be emphasized that these strictures 
are all minor and indicate the thought-provok- 
ing nature of Pryor’s study for the reviewer 
rather than any insurmountable shortcoming. 
They are completely outweighed by the posi- 
tive aspects of the study to which we now turn. 

This book is a path-breaker. Many distribu- 
tion-related definitions are at long last rigor- 
ously examined on theoretical and empirical 
planes. Pryor introduces new concepts and dis- 
tinctions (e.g., centric versus non-centric trans- 
fers) that elucidate much that anthropologists 
and economists have tended to “fudge” in the 
past. The very fact that it breaks out of the 
Polanyi (distribution is reciprocal, redistribu- 
tive or market) and Sahlins (reciprocity is gen- 
erahzed, balanced or negative) intellectual 
straighfjacket makes it a most significant mod- 
em contribution. Readers are likely to be im- 
pressed by the elegance of presentation and 
the power of Pryor’s literary style — for he man- 
ages to pool a wealth of information into an 
admirably concise exposition. Finally, the non- 
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dogmatic nature of this study, evidenced from 
the beginning, is refreshing. 

As Pryor notes (p. 311), the conclusions, 
given the width aimed for, are somewhat dis- 
appointing. For the study set out to examine 
the major determinants of a variety of modes 
of distribution and found variables classified 
as “economic” to be of prime importance. In 
particular the level of economic development 
(defined, using the Careiro technique, as eco- 
nomic complexity) was significant, but other 
important variables included the mode of 
pr^uction and the capital intensity of pro- 
duction. But of the noneconomic variables 
none seemed consistently significant. 

This book can be recommended to any disci- 
pline linked to social (cultural) anthropology 
and economics — particularly economic anthro- 
pology, development economics, comparative 
economics, and economic history. For these 
disciplines it demonstrates convincingly the 
range of modes of distribution significant in 
non- Western societies. It also illustrates by ex- 
ample how economics can be blended with 
other disciplines and how noneconomic vari- 
ables can be incorporated into a formal model. 
To conclude, this stimulating book is essential 
reading for all scholars in the above-mentioned 
disciplines. 

Jon C. Altman 

The Australian National University 
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Modern capitalism: Its growth and transfor- 
mation. By John Cornwall. New York: St. 
Martin’s Press, 1977. Pp. xii, 226. $17.95. 

JEL 79-0083 

The essential purpose of this work is to ex- 
plain rates of growth of manufacturing output 
among developed market economies. In the 
theory (although not, as will be seen below, 
in the statistical tests) the key explanatory vari- 
able is the level of development a country has 


already reached; thus the model belongs in the 
class that may be called “nonlinear" models 
of economic growth. In this example, however, 
rather than the rate of change of per capita 
GNP being expressed as a function of the level 
of the same variable, the rate of change of (the 
log of) manufacturing output is expressed as 
a function the level of per capita GNP. Given 
the importance of the manufacturing sector 
in generating — as an “engine of growth” — ^the 
overall growth process, Cornwall’s model im- 
plies that both manufacturing and total GNP 
follow an S-$haped path through time, but with 
the curve of the former being more accentu- 
ated (rising more sharply in the early phase, 
flattening more markedly in the later phase) 
than the latter. 

The argument is supported with a lucid and 
comprehensive survey of a now significant lit- 
erature concerned with the role of inventions, 
technology-development, and technology-dif- 
fusion in economic growth, a survey that stands 
on its own as an exposition and which any gen- 
eral economist interested in this field will find 
both instructive and rewarding: the introduc- 
tory discussion of the underread work of 
Ingvar Svennilson [4, 1954] should also be sin- 
gled out for praise. 

On foundations made from ideas and find- 
ings established in the previous literature, the 
author erects a theory that may be synoptically 
described as follows. Economic growth in in- 
dustrializing countries is inevitably unbal- 
anced, with sharp empirical differences in the 
growth rates of different sectors. Statistical evi- 
dence suggests that the supply of labor to man- 
ufacturing (with possible exceptions in 195S- 
73 in the cases of Austria, Belgium, the Nether- 
lands, and the U.K.) has not in practice con- 
strained the growth of sectoral outputs, so that 
the latter can be seen as being, in the first 
instance, demand-determined. But owing to 
backward and forward linkages, the growth of 
manufacturing output feeds back both into the 
supply side and into the demand side of the 
growing economic system. 

On the demand side, the author cites evi- 
dence that despite international differences of 
geography, culture, and historical growth-pro- 
files, Engel curves for corresponding sectors 
in different countries at different times are sur- 
prisingly similar. If one knows the Engel curve 
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for a particulaT sector, one can in principle 
predict the growth-elasticity of demand for the 
sector’s products in a particular country at a 
particular time from knowledge of the level 
of development reached by that country at 
that time. In turn, the predicted growth rate 
of demand for the output of a sector can be 
expressed as a function of two variables, 
namely the level and rate of change of aggre- 
gate per capita GNP. In chapter 8 of the book 
the author applies this construction to the "sec- 
tor” that is represented by total manufactur- 
ing. 

Cornwall then modifies the basic theory in 
four ways. First, the feedback effect of manu- 
facturing growth on GNP growth, referred to 
above, is explicitly taken into account (al- 
though not, it must be said, very explicitly 
modelled). Here the author pays considerable 
attention to the work of Joseph Schmookler 
[3, 1966] on the relationship between sectoral 
growth rates and sectoral propensities to gen- 
erate patented inventions. He modifies 
Schmookler’s demand-oriented approach, 
however, to allow for two-way causation; de- 
mand stimulates the supply of inventions; the 
supply of inventions stimulates demand for the 
results of inventions. Secondly, Cornwall ar- 
gues that the supply of inventions is closely 
associated with the activity of the investment- 
goods industries so that, other things being 
equal, a high investment ratio in manufactur- 
ing enhances the whole growth process. 
Thirdly, Cornwall also brings in “catch-up” ef- 
fects. The supply of iimovations in any one 
country will tend to be enhanced by diffusion 
from any other countries that happen to have 
gotten ahead. Although this effect is mani- 
fested mainly in manufacturing, its potency de- 
pends on general development and can there- 
fore be represented by the gap between 
aggregate per capita GNP in the given country 
and the corresponding figure for the country 
at the top of the per capita GNP league tables. 
Fourthly and finally, in order to allow for influ- 
ences suggested in the work of Svennilson [4, 
1954] and P. J. Verdoorn [5, 1949], the growth 
rate of total population appears as an additional 
“push-variable” for the system as a whole (re- 
viewer’s interpretation; the author does not 
fully explain the theoretical role of this vari- 
able). 


Combining all the foregoing relationships 
into what is loosely described as a reduced 
form, the author arrives at a four-variable 
regression equation; dependent variable, 
growth-rate of total output in manufacturing; 
explanatory variables, ratio of per capita GNP 
to per capita GNP in the moiit ^vanced coun- 
try, manufacturing investment ratio, and 
growth rate of population. Applying this to 
more or less the same data as T. F. Cripps and 
R. J. Tarling [1, 1973], i.e., 12 OECD countries 
in moving cross-section 1950-71, Cornwall ob- 
tains significant results on all three explanatory 
variables with /P just over 0.7. Elimination of 
either the GNP variable or the population vari- 
able reduces fP by no more than 0.01, how- 
ever, so that in the absence of other informa- 
tion it appears that the bulk of the explanatory 
power of the equation is provided by the in- 
vestment variable. The author also finds, as 
have others using the same data, that the re- 
gression results are rather unrobust to vari- 
ations of the country sample. 

The book concludes with a chapter entitled 
“Closing Time in the Gardens of the West” 
in which the author adduces his own findings 
and other data to support the idea that among 
rich countries economic growth is grinding to 
a halt, leading to increased inflation and inter- 
nal political tensions. 

In summary, this is an interesting book, of 
which a number of fairly severe criticisms must 
however be made. (1) Both the structural speci- 
fications and the mathematical interpretations 
of the model appear, to this reviewer at least, 
to be distinctly loose. In order to get from the 
Engel curve to the demand side of the dynamic 
model one must first differentiate the equation 
of the Engel curve, then undertake the manip- 
ulations necessary to make the dependent vari- 
able a semi-logarithmic derivative with respect 
to time, and finally derive the differential equa- 
tion that implicitly underlies the model. When 
interactions between manufacturing on the 
one hand and total GNP on the other are 
added, the resulting relationships, both be- 
tween these two variables and between each 
and time, become quite complex and are not 
very happily expressed in the rather impres- 
sionistic equations found, for example, on page 
139. (2) The lack of more explicit specification 
is particularly bothersome in the case of the 
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treatment <rf the effects of investment. The jus- 
tification for treating the manufacturing in- 
vestment ratio as an explanatory variable is 
confined to two sentences in chapter 6 (top 
of page 120) and implies that the variable is 
used as a proxy for a distinct, and virtually un- 
discussed, additional exogenous variable, 
namely the country’s “effort” to borrow or de- 
velop technology. But, surely, in any theory 
that is driven, as is Cornwall's, by technical 
progress, there must be a large endogenous 
element in investment variations: the greater 
the technological dynamism of the society, the 
more it will both desire and be able to invest 
in manufacturing. Hence, in the absence of a 
simultaneous-equations approach, the inclu- 
sion of manufactvuing investment on the right 
hand side of the system must be a treacherous 
step. That it has in fact let the author down 
seems indicated by the evidence, noted above, 
that the investment variable appears to swamp 
the regressions. In this connection the author 
could be criticized for not printing any single- 
variable equations or providing the correlation 
matrix. (3) The looseness of specification abo 
creates doubt in the mind as to whether the 
dependent variable ought, in fact, to be total 
manufacturing output rather than output per 
worker. The “catch-up” effect, for example, 
must surely work on productivity rather than 
output. (4) As with others who have used the 
same data, the author fails to emphasize the 
considerable noise and bias created by making 
international comparisons with GNP’s con- 
verted at official exchange rates. It is not his 
fault that he undertook his research before the 
publication by Irving B. Kravis, Alan W. Hes- 
ton, and Robert Summers [2, 1978] of purchas- 
ing-power-exchange-rate-converted data for 
over 100 countries, but he might at least have 
suspected that the unrobustness mentioned 
above was likely to have been caused by ex- 
change-rate noise, as is, in fact, the case. (5) 
The concluding chapter of Spenglerian specu- 
lation seems weak. There is indeed evidence 
that rich countries are growing more slowly 
than poor countries, passing through a point 
of inflexion that has treated social and eco- 
nomic adjustment problems. But on the longer 
view, it is not at all obvious that this develop- 
ment is a Bad Thing for the human race. It 
may help improve world income distribution 


and also relieve us of some threats, real or iQ>- 
parent, of various kinds of neo-Malthusian dis- 
aster. 

Robin Mauris 

University of Maryland 
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020 General Ecx>nomic Theory 
Strategy and group choice. By Prasanta K. 
Pattanaik. With a contribution by Bhas- 
KAR Dutta. Contributions to Economic 
Analysis, Vol. 113. Amsterdam; New York 
and Oxford: North-Holland, 1978. Pp, x, 213, 
$39.25. JEL 78-0894 

The theory of social choice presents a disap- 
pointingly large number of negative results on 
the possibility of constructing social decision 
mechanisms satisfying reasonable criteria. This 
book is in this same tradition, providing metic- 
ulous evidence on the impossibility of finding 
reasonable group choice procedures that are 
not susceptible to strategic manipulation 
through misrepresentation of individual pref- 
erences. In the process of showing the robust- 
ness of these findings to wide variations in 
assumptions, the author also presents an in- 
sightful synthesis of the main strands of previ- 
ous work in the theory of choice. The laudable 
contribution of all of this is to delineate a mini- 
mal set of assumptions, which fail to provide 
first-best results, with interesting implications 
for eihpirical work in determining whether 
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and how this state of affairs could be resolved. 

Let us now consider the framework and re- 
sults of the book. A finite group L Of individuals 
is given, each widi a weak preference order 
/Tf, ieL, on a set of alternatives. Assume that 
each ^ is an ordering of X (reflexive, con- 
nected, and transitive) and let S Si X . . . 
X Sl be the set of all possible n-tuples of order- 
ings on X. Elements aeS are called situations, 
and subsets AC X are called issues. We imag- 
ine that some issue A C A is fixed for the mo- 
ment and consider the group’s choice problem 
of selecting a preferred subset of A. This prob- 
lem can be analyzed, as in Kenneth Arrow’s 
and Amartya Sen’s seminal work, by consider- 
ing properties of various group decision func- 
tions (GDF’s), f, which assign non-empty sub- 
sets /(s. A) C A for certain decidable situations 
and issues. 

Now Pattanaik’s interest is in determining, 
for a given GDFf and issue A, whether group 
members will find it in their interest to act 
according to their true preferences ^ = (ffi, 

. . . , Rl). To study this, he assumes that group 
members predict the outcome f{s. A) ensuing 
when the group behaves as if its preference 
structure were s. For any given issue A, the 
true preferences ^ can then be used (in various 
ways) to induce a preference order on S 
through these outcomes. Viewing this as a 
game G — G/(S, A), with strategy spaces 
and preferences as given by the induced pref- 
erences just described, the problem addressed 
is to determine what conditions on the GDF 
f and the true preferences (R, . . . , ff„) 
will insure that ^ is an equilibrium of Gf{i, A). 
When ^ is an equilibrium of G/(^, A) for every 
issue A, we say that / is strategy-proof. 

After giving a neat summary of the structure 
and properties of group decision functions, the 
author proceeds to show that reasonable as- 
sumptions on a GDF (e.g., limited decisiveness, 
weak binariness, limited neutrality, limited in- 
dependence of irrelevant alternatives, and lim- 
ited strict Pareto properties) and on the man- 
ner in which preferences are induced on S by 
this given GDF (e.g., by a maximin rule over 
outcomes f(s. A) resulting from (s. A)) imply 
that the GDF in question is not strategy-proof 
against even unilateral departures from true- 
preferences, let alone against departures by 
coalitions. Alternatively, assuming a GDF to 


be strategy-p-oof and otherwise reasixnable im- 
plies that some individual or coalition has near 
dictatorial power. 

Hie author explores these issumi in depth 
for GDF% which involve choice on the b^ 
of binary comparisons, for finite ranking rules 
{e.g., the Borda rule) and for GDF^f, for which 
f(s. A) is singleton for every (s. A). It turns out 
that these variants generally fidl to yield a strat- 
egy-proof GDF. The author then considers 
weaker notions of strategy-proofoess as well 
as restrictions on the form of the sincere pref- 
erences of individuals (single-peakedness), and 
these lead to a few positive results. In particu- 
lar, the author provides an interesting analysis 
of when the set of equilibria for the derived 
game G/({, A) is non-empty for every possible 
issue A and set of true preferences SeS. This 
minimal consistency condition for strategy- 
proofoess derives from the fact that, for any 
strategy-proof GDF f, Gf(S, A) not only has a 
non-empty equilibrium set, but, in fact, S 
belongs to it for every issue A. 

All of the above results are derived under 
the assumption that the issue A under consid- 
eration is fixed. In a final section the author 
and Bhaskar Dutta study the related problem 
of strategic manipulation in situations where 
a subset L* C L determines the issue A to which 
group choice is then restricted. Just as when 
issues were fixed, so here too it is verified that 
strategic behavior in choice situations can be 
expected if the G£)Fhas reasonable properties. 

What Pattanaik has provided in total is a 
readable and current synthesis of the theoreti- 
cal literature on group choice. The scope of 
the author’s analysis leaves little question as 
to the robustness of his conclusions, at least 
within the basic framework of rationality and 
perfect knowledge by group members con- 
cerning preferences and behavior of others. 
On its own ground, this book is difficult to criti- 
cize. One area worthy of more consideration 
than it receives here is whether strategic ma- 
nipulation of group choice matters in an effi- 
ciency sense. This would amount to determin- 
ing conditions on GDF’s such that they are 
minimally consistent in the above sense and 
for which outcomes achieved under them are 
Pareto with respect to true preferences. An- 
other area deserving a more extended analysis 
is the relationship between the results here 
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and the emerging literature on (incentives- 
compatible) demand revelation processes and 
public goods. 

On broader grounds, one can naturally raise 
a host of questions regarding the relevance of 
this research to existing choice processes. 
While one should not fault the present author 
for not addressing these difficult issues, one 
nonetheless awaits with some impatience the 
results of linking this fine body of thoretical 
thought to the growing empirical and experi- 
mental literature on organizational and politi- 
cal choice processes. 

Paul R. Kleindorfeh 
International Institute of Management and 
The University of Pennsylvania 

The valuation of social cost. Edited by David 
W. Pearce. London; Boston and Sydney: Al- 
len & Unwin, 1978. Pp. 197. $26.50, cloth; 
$11.50, paper. JEL 79-0330 

This book is a collection of essays on the valu- 
ation of social cost. After two general chapters, 
authors summarize the state of the art with 
respect to particular areas — noise nuisance and 
air pollution (Pearce), recreational land use 
(R. K. Turner), human life (G, Mooney), and 
social relevance (J. Stanley and A. Rattray). Fi- 
nally, R. Lecomber considers the various at- 
tempts that have been made to adapt national 
accounts to take account of social costs. To- 
gether the essays provide a clear and concise 
account of where we stand with respect to 
evaluating social cost. Ail in all it seems that 
we have not got very far: it is worth consid- 
ering why this is so. 

The question of evaluating social costs raises 
difficult issues at a number of levels of analysis. 
Two questions have logical priority. First, the 
question of why measure social cost; secondly, 
that of the meaning of social cost — in particular 
the question of values, or whose weights are 
to be adopted in defining “social” costs. The 
introductory chapter provides a good answer 
to the first question: a system that neglects so- 
cial costs and benefits will persistently overin- 
vest in things that produce goods and services 
diat are valued by the market and Will make 
excessive use of non-marketed costs — such as 
pollutants, etc. As technology develops, non- 
market efiects appear to be increasing in im- 
portance, thus increasing the significance -ef 


evaluating social costs. But the second question 
is much more difficult to answer— the chapter 
by C. A. Nash considers it explicitly and finds 
no satisfactory answer. Social costs and benefits 
are differently valued according to whose val- 
ues are adopted, and therefore the weights 
adopted by evaluators; difierences in values 
may arise from differences in income levels, 
in tastes, and in interests. Thus, for example, 
a poor rural farm laborer may evaluate the 
disbenefits of nitrate pollution differently from 
a rich urban consumer. 

In principle there is no correct answer to 
the question of values and weights, and conse- 
quently no uniquely correct concept of social 
costs. This problem underlies all the particular 
studies. While this is true of social costs, it is 
of course also true of market costs and benefits: 
the market adopts the weights given by in- 
comes and purchasing power. Many social cost 
evaluations try to use the same weights (e.g., 
valuing noise nuisance by change in house val- 
ues; life by the present value of human capital). 
If the idea of the exercise is to extend the prin- 
ciple of the market to the unevaluated exter- 
nalities, then it would seem logical to use simi- 
lar weighting principles. But this means that 
the same noise nuisance may be considered 
much less significant, in terms of costs imposed, 
if it affects 10,000 poor squatters in Calcutta 
who have no houses and therefore suffer no 
loss in house value, than if it affects one aristo- 
crat, the value of whose estate may be halved. 
Similarly, on the human capital approach to 
the evaluation of human life the value of the 
lives of the unemployed (possibly those very 
same squatters) especially if they fall into the 
unemployable category may be zero (or even 
on some assumptions negative), whereas the 
value of the lives of the employed are positive 
and vary positively with their income level. 
While logic may favor this approach, there 
does seem something very odd about claiming 
that it represents any sort of social evaluation, 
with the implicit connotation of social responsi- 
bility for the poor, the unhoused, and the un- 
employed. Yet if, in response to this type of 
argument, some other principle of evaluation 
is adopted, not only is there the difficult ques- 
tion of how to justify the particular principle 
adopted, but also an inconsistency arises be- 
tween market and social cost evaluation, which 
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aiay lead to new problems o£ resource alloca- 
tion; in social-cost evaluation the views, e.g., 
of the poor, will be given for more weight than 
in the market evaluation of resource allocation. 
This inconsistency does no more than reflect 
an existing inconsistency between the way in 
which many democratic societies make politi- 
cal decisions (roughly one man one vote) and 
the way they make economic decisions (one 
dollar one vote). 

There is little discussion of this (imdamental 
problem in the chapters on particular topics, 
despite the fact that a solution to it is necessary 
to guide the evaluation. With some exceptions, 
most methods adopt a consumer sovereignty/ 
market value approach. Assuming the funda- 
mental value question has been settled, there 
remain three further issues: one is identifica- 
tion of the sort of factual questions that need 
to be answered to provide an input into social 
evaluation. The measurement of social cost is 
a relatively new area; it is apparent that in 
some areas we are still only beginning to iden- 
tify what we need to know, or how to pose 
the questions — this is most apparent in the 
chapter on social severance (dislocation costs, 
pecuniary and psychological) which in the end 
more-or-less gives up and argues that econom- 
ics can only deal with part of the costs of sever- 
ing human ties; secondly, having established 
the questions the next step (which it turns out 
was in some cases taken first through a familiar 
quirk of research sequences) is to find the an- 
swers. Here it turns out that there are enor- 
mous areas of ignorance. On every subject 
there is a dearth of scientific, social, and eco- 
nomic information. Thirdly, when the facts 
have been produced, it is necessary to turn 
them into values (in some cases the method 
adopted does this automatically — e.g., with 
house values — ^but in more cases the facts are 
in terms of specific consequences such as ill- 
nesses caused, or tooth decay, deoxygenization, 
etc, etc.) 

It is clear that we are very for from having 
definitive answers to these questions in any 
of the areas covered. The book thus provides 
an agenda for research rather than a summary 
of the answers. It provides a good starting point 
for anyone interested in a quick review of the 
work that has been done, as well as a pointer 
to new research needs. The large area of igno- 


rance in this field does nofjustifydoii^nothing 
about externalities. It underlines the essen- 
tially arbitrary nature of much measuremmit; 
and it helps justUy what might otherwise seem 
the rather clumsy instruments that govern- 
ments use — of bans and i^egulations, rather 
than discriminating sensitive taxes, incentives, 
and social cost benefit analysis. 

Frances Stewart 

Institute of Commonwealth Studies 

University of Oxford 

Economic theory and the core. By Lester G. 

Telser. Chicago: University of Chicago 

Press, 1978. Pp. xix, 407. $36.00. 

JEL 79-0334 

It is not often that important new work in 
economic theory appears first in book form. 
The proliferation of specialty journals, which 
encourages quick publication of concise re- 
ports, militates against comprehensive discus- 
sions of interrelated problems. Lester Telser’s 
Economic Theory and the Core is thus doubly 
unusual, being a book and a work of origin- 
ality. 

Telser’s earlier. Competition, Collusion and 
Game Theory [1, 1972] broached a number of 
issues that are fully explored in this 1978 vol- 
ume. Specifically, Telser had recognized the 
foct that the core of an n-person game has at- 
tributes that transcended its usual treatment 
as an alternative characterization of the com- 
petitive equilibrium in many-trader general 
equilibrium models. Telser had, for example, 
used the core to rehabilitate the Bohm-Bawerk 
“marginal-pairs" approach to the construction 
of supply and demand curves in a partial equi- 
librium setting. 

Just as general equilibrium theorists by the 
late 1960’s were exploiting the core as an eco- 
nomic concept to rewrite the theory of ex- 
change, Telser was trying to construct "small 
numbers of traders” models to define the role 
of contractual freedom in the determination 
of market outcomes. It is this program, initi- 
ated in the 1972 book, which attains a fullness 
in the book under review. 

'The basic idea of the core is easy to state. 
Consider a market with m traders with initial 
holdings of n commodities. The traders have 
smooth preferences over the various possible 
bundles (n-vectors in fl+). 'They wish to make 
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themselves better off throug^i trade, subject 
to a constraint that only feasible trades, which 
are reallocations of existing goods, are permit- 
ted. With m traders there are 2"* — 1 possible 
coalitions. Under freedom of contract, so that 
all potential coalitions could form and ex- 
change goods, and a recontract provision, so 
that only equilibrium trades are contractually 
binding, the final allocation is defined by an 
iterative process: (1) consider all feasible alloca- 
tions; (2) eliminate all those allocations that any 
two-person coalition could improve upon; (3) 
eliminate from the remaining allocations all 
those that any three-person coalition could im- 
prove upon; etc. Those allocations that remain 
are undominated (feasible and more desirable) 
for any coalition or group of traders; they are 
called core allocations. 

Core allocations are thus equilibrium alloca- 
tions in the sense that freedom to contract 
leads the traders precisely to the core. Each 
coalition restricts the range of possible final 
allocations. Consequently the more traders 
there are, the more constraints core allocations 
must satisfy, so the final outcome set is smaller. 
With too many agents, the core might not even 
exist. 

Chapter 1 of Economic Theory and the Core 
examines externalities, public goods, and free 
riders. It is well-known that, in a variety of 
externality and public goods problems, market 
mechanisms cannot easily achieve a competi- 
tive allocation. Phrasing these problems using 
core theory, however, leads to a variety of re- 
finements involving beneficial externalities 
and honest and dishonest free riders. The 
standard problems can be decomposed into 
subproblems, some of which indeed have non- 
empty cores, and thus for which a competitive 
equilibrium could be achieved. 

Chapter 2, on natural monopoly and monop- 
sony, follows Coase and emphasizes cost condi- 
tions. A typical result is that “if the buyers are 
in competition, no stable equilibrium [core] is 
possible unless all the plants are under the con- 
trol of a single firm” (p. 65). In cases where 
the core does„ not exist, restrictions on allow- 
able coalitions between or among buyers and 
sellers may remove some constraints and allow 
the core to exist: “Prohibitions on which coali- 
tions can form confer valuable property rights 


on the favored fdayers, tince tfaeiir presmce 
is necessary for the success of the legal coali- 
tions” (p. ^). 

Chapter 3 applies core theory to location, 
capital theory, and Viner industries. In many 
standard exan^les, the underlying game theo- 
retic model has an empty core. Consequently 
“restrictions on which coalitions may form of- 
ten come in the form of an assignment of prop- 
erty rights” (p. 89). Zoning laws, legal institu- 
tions, and forward contracting all seem to be 
devices that restrict coalition formation and 
thus engender core outcomes. 

Chapter 4 is a formal analysis of continuous 
game models. Standard results about the core 
and essential games are established, together 
with some new theorems on kind characteris- 
tic functions, deficits of n-person games, con- 
vexity, etc. 

Chapters 5 and 6 provide theoretical and 
empirical studies of storage and flexible prices. 
The expected present values of the trader’s 
characteristic function defines a security level. 
Some imputations satisfy the emergent core 
constraints; “The theory furnishes the ex post 
supply schedule which relates the quantity of- 
fered to a reservation price such that the ex- 
pected change in the price equals the marginal 
cost of storage. In this way the market equilib- 
rium determines both the price and the inven- 
tory” (p. 176). 

The empirical chapter 6 examines “whether 
short-run changes in inventory holdings tend 
to stabilize prices” (p. 214). This question can 
be approached via a related question involving 
the effects of skillful traders. If such traders 
exist, their activity should insure that “errors” 
between expected and actual prices, and be- 
tween actual and planned stocks, will behave 
like a sequence of the identically and inde- 
pendently distributed (i.i.d.) random variables, 
and the "errors” should be inversely related. 
The statistical tests appear well-designed and 
the results lend credence to the “skillful 
trader” model, which was developed from the 
core constraints examined in chapter 5. 

Chapters 7, 8. and 9 are concerned with 
price distributions in markets. From the core 
theorist’s perspective, existence of a common 
unit price in a competitive market should be 
a theorem, not an assumption. ’The argument 
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of chapter 7 is extremely delicate, depending 
on the diarming but infirequently applied “ge- 
ometry of numbers.” The main result is that 
“when the number of traders is below a certain 
critical level, the linkages among the submar- 
kets are too weak and sparse to give rise to a 
common unit price” (p. 292). Chapter 8 ex- 
tends the analysis to costly information, search, 
and learning. The true stochastic nature of the 
problem emerges, and the results lead natu- 
rally to chapter 9, “Empirical Studies of Price 
£>istributions.” Telser there suggests that, if his 
price data on retail gasoline, canned and frozen 
juices, and grocery market baskets represent 
equilibrium price distributions, then “we may 
conclude that the marginal cost of search itself 
is small for these items” (p. 349). 

A final chapter 10, on transferable utility, 
money, convexity, and related matters, studies 
the efficiency of core allocations and the exis- 
tence of constant unit prices which support 
core allocations. 

Economic Theory and the Core thus stands 
somewhere between a technical monograph 
and a treatise in the older style. It is not merely 
an extended journal article, nor does it attempt 
a comprehensive review and integration of all 
matters related to the core of a market econ- 
omy. The usual material on the core that is 
presented in general equilibrium theory is, for 
example, omitted in Telser ’s book. 

Instead Telser provides a new conceptual 
framework, which can lead economists to 
deeper insights into old problems, and to fresh 
insights into problems that were heretofore 
badly posed. The game theoretic tools are not 
to be used only by the mathematically sophisti- 
cated. Telser ’s two-chapter study of storage 
and flexible prices and his three-chapter study 
of market price distributions are exciting 
pieces of applied economics: institutions, the- 
ory, data, econometric tests, and much good 
judgement all have a role to play in the analy- 
sis. Telser teaches here by example, showing 
that the new modes of reasoning do not stand 
apart from the real economic problems we 
wish, as economists, to understand. 

I hope Economic Theory and the Core will 
have many readers beyond those who normally 
peruse new works of a theoretical nature. The 
originality of the work, guided by Telser’s uni- 


fying vision of economic processes, r^tays 
study. 

E. Roy Weintraub 

Duke University 
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Microfoundations: The compatibility of mi- 
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This is an expanded version of the author’s 
survey article “Microfoundations of Macroeco- 
nomics,” which was published in this journal 
in 1977 [10]. Though expanded, it is still a sur- 
vey. The structure of the article is closely fol- 
lowed. There are the same two main parts; 
the first surveying developments up to about 
1960, the second distinguishing trends that are 
held to have emerged since that date. The lat- 
ter are classified in the same way as in the 
article — ^Walrasian and “Edgeworthian,” equi- 
librium and disequilibrium types of each. The 
expansion is mainly a matter of fuller exposi- 
tion. There were parts of the article that were 
little more than annotated bibliography. The 
more extended summaries, here provided, are 
very welcome. 

Since the book remains a survey, it sets a 
problem to the reviewer. How does one survey 
a survey? Some might do it in a microscopic 
manner, looking for “errors and omissions”; 
but my own knowledge of the literature is so 
inferior to Professor Weintraub’s that that 
route is closed to me. It is fortunate that the 
survey does throw up some general issues, 
which I may be competent to discuss. 

It is convenient to begin from the pedagogic 
problem, which is where (I think) Weintraub 
himself starts. The student goes to “micro” lec- 
tures on Mondays and to “macro” lectures on 
Thursdays; and they just don’t fit. Why don’t 
they fit? Not because the Monday lectures 
were concerned with the firm and the individ- 
ual, the Thursday lectures with the whole 
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economy, as the micro-macro distinction ap- 
parently implies. If diat were all, there would 
be no problem. The trouble is that the ap- 
proach is diflFerent, the Monday lectures being 
in some sense classical, the Thursday lectures 
being Keynesian. 

So there are two lines of division, not one; 
is it not part of the trouble that they have got 
superimposed? Once they are separated, we 
should have four sets of lectures, not two: 
macro-classical on Tuesdays, micro-Keynesian 
on Wednesdays, as well as the two that were 
already being given. Would these help to build 
a bridge? 

Macro-classical is easy to recognize; it has 
a great tradition, going back, at least, to Ri- 
cardo. It is rather surprising that Weintraub 
has so little to say about it. For it is by no means 
a “degenerating research programme”; it is 
still quite alive. For suitable purposes, the 
study of the causes of long-term economic 
growth, or of differences in the wealth of differ- 
ent countries, we still want to use it. It would 
have helped if it had been brought in. 

Micro-Keynesian is more surprising; is it an 
empty box? Why should it be? There is of 
course no question that the General Theory 
[8, 1936] itself is macro; but when one sets it 
beside the classical macro, one sees that it can- 
not be its macro-ness that distinguishes it from 
the latter. It must be something else. It must 
be marked off by a line that cuts across the 
micro-macro distinction. So it should have a 
place in micro. 

It has not been easy to find it. A great part 
of the work that is described by Weintraub 
can be looked on as a hunt after it. One can 
distinguish in that story several stages — as he 
does, though I myself would arrange them 
rather differently. 

There was a first stage, which I can follow 
him in associating with my own Value and 
Capital [2, 1939], when one thought that one 
could draw the line as statics against dynamics, 
in the simple sense in which those terms were 
used in that book. Statics out of time; in 
dynamics all quantitigts dated. When 1 got into 
my dyrmmies, I did, at least sometimes, find 
myself moving in what seemed to be Keynes- 
ian country; drat was the reason why I ven- 
tured to claim that I had built the bridge (in 
the passage from my introduction, which 


Weintraub quotes). It was the analogy between 
my case of unity-elastic ejqreotations and 
Keynes’s wage-theorem that I think I had 
mainly in mind. But I ought certainly to have 
recognized that there was a good deal of my 
dynamics that was not at all Keynesian; it was 
nearer in spirit to the very “classical” Austrians 
than it was to Keynes. 

The book as a whole however was Walrasian. 
Static theory, as presented was, in the Walras 
sense, general equilibrium theory; my dynam- 
ics was an endeavor to push general equilib- 
rium forward into that other field. 

'The further history of that endeavor, culmi- 
nating in the “neoclassical synthesis,” which 
has become so fashionable, is narrated in some 
detail by Weintraub. It was partly a matter 
of the refinement of the static foundations; but 
more important, in the present context, was 
the colonization of more and more of the 
dynamic territory by “classical” (if Walrasian 
was classical) methods. At the height of its suc- 
cess, the colonization seemed to be complete; 
“Keynes” had been pushed right over the 
edge. The quarry of the hunt had just disap- 
peared. 

Weintraub, 1 am glad to find, does not think 
that it had disappeared; there are two places 
in his book where he begins to catch sight of it. 

One is in his discussion of what he calls 
“Chapter 12 Keynesianism” — the famous 
chapter on long-term expectation, which he 
rightly perceives has to be read in the light 
of Keynes’s work on probability. I have myself, 
fairly recently, gone on record* in saying that 
I think this chapter to be “rather wicked”; and 
I do not withdraw that statement, though I 
have since done some work on probability,* 
which has enabled me to understmid Keynes’s 
standpoint better. My present view is that 
Keynes was entirely right in emphasizing that 
there is an element in economic judgments 
about the future that is not reducible to mathe- 
matics; but I still think he was wrong in making 
it so irrational. It can be quite rational, so that 
it can be influenced by policy, without being 
expressible in terms of a probability calculus. 
This is important, but it is not so important 
as Weintraub's other point. 

’ Economic Perspectives [6, 1977, p. 126]. 

’ Causality in Economics [7, 1979, chap. 8]. 
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This emerges towards the end of his book, 
when he comes to “Edgeworthian disequilib- 
rium.” His “Eklgeworthians” are those who 
seek to go beyond the admittedly artificial 
structure of the Walrasian market, with its 
price-takers and its auctioneer; and so to con- 
sider market forms more generally. The begin- 
ning is from isolated exchange between two 
parties, with a core of equilibrium bargains, 
as Edgeworth effectively showed nearly a cen- 
tury ago.* The introduction of additional par- 
ties, as Edgeworth also showed, narrows the 
core. The extension to many commodities, 
made by more modem writers, does not seem 
to introduce any new principle, so far as the 
determination of an equilibrium is concerned. 

Where things become more interesting is 
when the question is faced: how is such an 
equilibrium to be reached, or even approxi- 
mated? One must not assume “transparency,” 
everybody knowing everything about every- 
body; they must just find out, more or less, 
what they need to find out. It is reassuring 
to find that when such questions are posed, 
even in the ratified way that is favored by the 
writers in whose work Weintraub is interested, 
they lead to results, such as the need for inter- 
mediaries and the need for a money as unit 
of account, which to more pedestrian thinkers* 
are not unfamiliar. One can welcome their ap- 
pearance, at the end of the book, as an indica- 
tion that at last the quarry is coming into sight. 

To my mind, however, there are still some 
things missing. “Edgeworthian disequilib- 
rium” is still conceived as a problem of ex- 
change; it has not yet taken on a temporal 
color, so it is not yet in the Value and Capital 
sense dynamic. What about borrowing and 
lending, in a non-transparent market? What 
therefore about credit? I have come to believe 
that one of the main divides, between classical 
theory and (shall one say?) meta-classical — for 
Keynes's is only one version of the meta-classi- 
cal theory we ought to be contemplating — ^is 
just here. The market economy, in practice, 
is a credit economy; so it depends upon trust, 
between man and man. There are numerous 

* Mathematical Psychics [1, 1881]. 

* My own work on the matter is in Critical Essays 
[4, 1967, chap. 1] and in Theory of Economic History 
[5, 1969, chaps. 3 and 5]. 


ways which have been invented for diminish- 
ing that dependence; but it cannot be elimi- 
nated. Among the faceless individuals who 
populate our pure models there is no place 
for it; but the market economy cannot ejost, 
as anything more than a random sequence of 
bargains, without it. ' . 

It is not only to the capital market that this 
applies. For consider, from this angle, the diffi- 
cult Keynesian doctrine of equilibrium with 
imemployment. If equilibrium is to be taken 
to be a continuing condition, the unemployed 
must be kept alive; there are various ways in 
which they may be kept alive, and we should 
distinguish them. There is the modem way, 
of unemployment “benefit”; but if this is as- 
sumed, it should be made explicit. There is 
the “disguised unemployment” when labor is 
sent back to the farms. But there is also the 
way that was so sadly common in the great 
cities of the nineteenth (and early twentieth) 
century, when the “unemployed” picked up 
a living by casual labor. It is quite instructive 
to take this last case as a standard case, from 
which the others are treated as variants. Em- 
ployment then means regular employment, 
such that employer and worker expect their 
relation to have some continuance; there is 
that degree of confidence between them. If 
this confidence is to be maintained, wages, in 
the regular sector, must be rather rigid; they 
cannot swing about with “demand and supply” 
for labor. So when effective demand improves, 
more labor is drawn into the regular sector. 
When it diminishes, there is more “unemploy- 
ment”; and it could happen that as a conse- 
quence the wage that can be got by casual 
labor will fall — though it is not very easy to 
see what the mechanism is that will bring this 
about. It will certainly take a great fall in wages 
in the casual sector for that to be able to com- 
pete at all effectively with the regular sector; 
there will surely be quite a long “short run” 
over which it is fair to assume that this does 
not happen much. So here again, once the ele- 
ment of confidence is emphasized, we find our- 
selves moving in the direction of Keynes. 

It will now be apparent what I think should 
go into those Wednesday lectures. Monetary 
institutions, certainly; but also a look at other 
markets, labor markets, and product markets 
to see how they really work, and can work. 
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Not in the same way in all tones and places; 
so it will widen the mind to turn to some of 
the older economists,* to see how they thought 
that markets worked, in their tone. 

John Hicks 

All SouU (Jollege 
University of Oxford 
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• I have myself gotten particular help from Henry 
Thornton (Paper Credit [9, 1802]) — see my essay on 
Thornton In Critical Essays [4, 1967]; and (pace 
Weintraub) from Marshall— see chapter 5 in my 
Capital arid Growth [3, 1965]. 


This slim volume is an attempt, in the wends 
of its author, to cover "all or most of Pareto’s 
main contributions to ectmomics” (p. 4). In ad- 
dition, Professor Cirillo declares his intention 
to assess the value of "Pareto’s ideas’’ to con- 
temporary economic thought, to determine 
what remains of Pareto’s "original ideas,” and 
to sketch what later economists have added 
to Pareto’s “pioneering efforts” (p. 4). An ambi- 
tious project indeed. 

Following that very brief introduction, chap- 
ter 2 presents a sketch of Pareto’s life plus a 
preliminary description of the four items that 
the author considers to be Pareto’s m^jor con- 
tributions, viz., “a novel approach to utility the- 
ory, a reformulation of general economic equi- 
librium theory, . . . laying the foundations of 
modem welfare economics . . . , [and] pio- 
neering work in the field of income distri- 
bution” (p. 20). 

The third chapter is concerned with Pareto’s 
methodology, especially his efforts to establish 
economics as a positive science by “the elimi- 
nation, as much as possible, of normative judg- 
ments from economic theory . . .” (p. 30). Ci- 
rillo correctly points out that in Pareto’s 
scheme the subjective judgments involved in 
choosing principles and assumptions are meth- 
odological rather than normative judgments. 
Then he asserts that Pareto unintentionally 
separated his economics from his sociology, the 
former being limited to the analysis of logical 
actions, while the latter encompassed only the 
non-logical, with “no real bridge between 
them” (p. 32). He further declares that Pareto’s 
applied economics does not add to the knowl- 
edge provided by his pure theory (p. 31), pre- 
sumably because value judgments were ruled 
out of the applied work as well as the pure 
theory. Both of these last two statements may 
well provoke objections. The rest of ttie chap- 
ter, almost half in fact, is, for reasons that es- 
cape this reviewer, devoted to what Cirillo 
calls the “Second” School of Lausanne, that 
of Firmin Oul^s and his followers, a group that 
appears to regard Pareto’s work as considera- 
bly less than admirable. 

Chapter 4 presents a brief account of Pare- 
to’s famous optimum and his original version 
of the mis-named Edgeworth Box. 'There is also 
included a review of the unsuccessful attempts 
by later welfrire theorists to refine that opti- 
mum but still stay within economics proper. 
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The chapter ends with Cirillo’s suggestion tibat 
Pareto knew all along the restrictive nature 
of his optimum but introduced it “precisely 
in order to make economists conscious of the 
limitations of their science” (p. 58). 

Ihe “Law” of Income Distribution is the sub- 
ject of chapter 5, the longest chapter in the 
book. It includes a fairly detailed exposition 
of this justly famous econometric work, to- 
gether with some of the criticisms that have 
been leveled against it. Here Cirillo’s obvious 
admiration for Pareto’s achievements clashes 
badly with his equally obvious disapproval of 
Pareto’s generally liberal outlook and distrust 
of socialists and other redistributionists. Phis 
same mixture of admiration and disapproval 
appears throughout the book. There are some 
minor flaws in the quotations from the Cours 
[1, 1896-97]. Word four, line two, on page 86 
should be decreases instead of increases. Pareto 
himself pointed that out in the Manuel [2, 
1971, VII, $ 24]. And the equations on page 
87 have serious typographical errors. Refer- 
ence to the Cours will enable the reader to 
correct them easily enough. 

Chapter 6 (four pages) and 7 (eighteen) deal 
with utility theory and general equilibrium 
theory. The reader is provided some excerpts 
from the Cours and the Manuel and given a 
brief resume of Pareto’s indifference curve ap- 
proach, which dispensed with standard utility; 
his expansion and refinement of Walras’ gen- 
eral equilibrium; and some notes on his pro- 
duction and marginal productivity theories. 
Again it is hard to understand the labored in- 
clusion of various criticisms, especially those 
made by the aforementioned "Second” Lau- 
sanne School, which criticisms seem to be not 
nearly as concerned with economic theory as 
with Pareto’s social preferences. 

Chapter 8 reviews Pareto’s “minor” contri- 
butions, his approach to capital, rent, the the- 
ory of the firm, monopoly, money, economic 
crises and fluctuations, internatioiud trade, and 
collectivism. It is entirely too short for a satis- 
factory treatment and consequently this chap- 
ter contains a number of statements that over- 
generalize to the point of giving the reader 
an erroneous impression. For example, we are 
told that Pareto’s “Type III phenomena” had 
to do with public utilities (p. 121). Not so. 
“Type III corresponds to the collectivist orga- 
nization of society” [2, 1971, III, $ 49]. Again, 


"... he moved away from advocating free 
trade to arguing in favor of protectionism” (p, 
126) is clearly an exaggeration. On page 127: 
“This is . . . as far as he would go in extolling 
the inherent advantages of a socialist econ- 
omy.” Pareto never “extolled” a socialist econ- 
omy nor did he give the slightest reason to 
believe he considered it to have inherent ad- 
vantages. Rather, wrote Pareto, “pure econom- 
ics does not give us a truly decisive criterion 
for choosing. . .’’among types of social organi- 
zations [2, 1971, VI, § 61]. 

'The brief conclusion offered in the four-page 
last chapter is that Pareto made few truly origi- 
nal contributions but must be given great 
credit for improving and popularizing the the- 
ory of general equilibrium and pointing the 
way to progress in its use. Furthermore, Pareto 
rightly insisted on the importance of factors 
other than economic in dealing with social 
problems. Most of all, he served as a tremen- 
dous inspiration to later scholars. 

Eleven pages of useful bibliographical refer- 
ences to works both by and about Pareto com- 
plete the book. 

I hope that this little book will whet the ap- 
petite of the reader sufficiently to bring about 
what the author reconunends — an increased 
reading of Pareto’s own words. Cirillo’s book 
should provide a useful guide. 

Ann ScHWiER 
Southern Illinois University 
Edwardsville 
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The shadow of Keynes: Understanding Keynes, 
Cambridge and Keynesian economics. By 
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Press, 1978. Pp. xiv, 253. $10.00. 
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The last five or six years have witnessed a 
veritable flood of books on Keynes and the 
Keynesian Revolution, ranging from Lefjon- 
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hufvud'iike reiaterpreUtions of Keynes’s theo- 
retical ideas to personal reminiscences of 
Keynes as a man. Such books as Don PatinJcin, 
Keynes’ Monetary Thought: A Study of Its De- 
velopment [6, 1976] and Hyman P. Minsky, 
John Maynard Keynes [3, 1975] clearly lie at 
one end of this spectrum but others, such as 
After Keynes, edited by Joan Robinson [8, 

1973] ; Keynes: Aspects of the Man and His 
Work, edited by Donald E. Moggridge [5, 

1974] ; Essays on John Maynard Keynes, edited 
by Milo Keynes [2, 1975]; Donald E. Mog- 
gridge, Keynes [4, 1976]; Keynes, Cambridge, 
and the General Theory, edited by Don Patin- 
kin and J. Qark Leith [7, 1978]; and The End 
of the Keynesian Era, edited by Robert J. Ski- 
delsky [9, 1977], combine exegesis and biogra- 
phy in almost equal proportions. The present 
work by Mrs. Johnson, the editor of four vol- 
umes of The Collected Writings of John May- 
nard Keynes [1, 1971-78], and the late Harry 
Johnson follows the latter pattern; there are 
five perceptive essays by Mrs. Johnson on 
Keynes the man, one joint paper on the social 
intellectual background of The General The- 
ory, and twelve essays by Harry Johnson on 
the Cambridge academic environment, on the 
nature of the Keynesian Revolution, and the 
lasting influence of Keynes on British eco- 
nomic thinking. Most of these essays have ap- 
peared before (only three are new); three or 
four are very slight pieces; but at least four 
(chaps. 6, 7, 14, and 15) are major statements 
that deserve reprinting and rereading. 

Harry Johnson’s views on the Keynesian 
Revolution are well-known: it need never have 
happened because the Great Depression was 
due to monetary mismanagement, both na- 
tional and international, and not to any inher- 
ent deficiency of capitalism requiring a revolu- 
tionary new theory to explain it; the orthodox 
neoclassical tradition of monetary theory was 
perfectly capable both of accounting for the 
monetary collapse and of prescribing appropri- 
ate remedies for it if only contemporary econo- 
mists had applied “the tools of their trade” 
(pp. 204-10)1 Whether this is an adequate de- 
scription of the causes of the Great Depression 
and of the state of economic science in the 
1930’s remains an open and controversial ques- 
tion: Johnson does no more than state a daring 
hypothesis that others may refute or confirm. 


Many will find the acrimony towards living 
British post-Keynesians that Harry Johnson in- 
creasingly disf^yed in his later years hard to 
take; what begins as fiair criticima turns imper- 
ceptibly into sheer bitchiness. It is almost as 
if he were reproducing in print the exact flavor 
of the oral tradition of Cambridge economics 
in the 1930’s (and not only the 1930’sl). Ameri- 
can readers may find chapters 7 and 10 on 
“Cambridge in the Early 1930s” and “Cam- 
bridge in the 1950s” hard to believe. Let me 
assure them that it errs, if anything, on the 
side of understatement. 

Mark Blauc 

University of London 
Institute of Education 
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Methodology of economics and other social sci- 
ences. By Fritz Machlup. Economic The- 
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ory, Econometrics, and Mathematical Eco- 
nomics series. New York and London; Harc- 

ourt Brace Jovanovich, Academic Press, 
1978. Pp. xiv, 567. $25.00. JEL 79-0038 

Many years ago 1 had the privilege of attend- 
ing some seminar sessions on methodology 
conducted by Fritz Machlup at the Johns Hop- 
kins University. While our professional training 
has been different (in my case it is philosophy), 
my own research interests have increasingly 
been directed to foundational problems in eco- 
nomic theory, and in particular, decision the- 
ory and utility theory. My first encounter with 
Machlup was, then, not my last: one cannot 
work in the area of the methodology of eco- 
nomics and the other social sciences without 
taking into account the impressive contribu- 
tions that he has made in this area, most of 
which are conveniently collected together in 
the volume under consideration. But there was 
something very special about that first encoun- 
ter, for there is no substitute for Machlup in 
person, particularly there in the setting of old 
Gilman Hall, all of whose offices and seminar 
rooms were directly adjacent to the Hopkins 
library. Machlup himself has written of the in- 
tellectual and educational experience at Hop- 
kins as close to ideal: it remains only to say 
that it was so in very large part because of 
scholars and teachers like Machlup. 

Methodology of Economics and Other Social 
Sciences is a very rich collection of essays. That 
most of them are reprinted detracts not at all 
from the importance of the volume. Not only 
does it make Machlup’s important contribu- 
tions more accessible, but it serves to make 
evident just how undated his work has proved 
to be, and to reveal the systematic relatedness 
of some of his major preoccupations: the role 
of theory and theoretical constructs, the Webe- 
rian notion of “subjective interpretation,” the 
concept of “ideal types,” and the distinction 
between positive and normative. Included are 
two new essays written for this volume, and 
a translation of a long article on the concept 
of ideal types, originally written and published 
in German. In what follows I shall concentrate 
for the most part on these new, or newly acces- 
sible, pieces. 

The most substantial and ambitious of the 
new essays constitutes chapter 1, and is titled. 


“What is Meant by Methodology: A Selective 
Survey of the Literature.” I can inutghie this 
delivered with great effectiveness by Machlup 
in person, on the opening day of a seminar 
on methodology: a kind of teaser, filled widi 
promisory notes to be made g|ood as the semes- 
ter progresses. It (unctions in a somewhat anal- 
ogous fashion here, as a kind of frame piece 
for the volume as a whole, but in my judgment 
it is not entirely successful. The style is a bit 
too informal, and its review of major thinkers 
too brief and fragmented. More seriously, and 
quite curiously, it suffers from a defect in 
method. Machlup explicitly chooses to limit 
himself to commenting upon those who have 
employed the term “methodology” in their 
works. This leaves out, quite arbitrarily, some 
very important contributions, such as Mill’s 
Logic, and Hume's Treatise. Machlup owns up 
to this, but be must not be let off the hook 
so easily. I say this quite deliberately, in hopes 
of pricking his conscience, lest he retire from 
writing before giving us his insights concerning 
Mill and Hume, not to mention Ren6 Des- 
cartes, Pierre Duhem, Jules Poincar6, and 
many more. The final section of this opening 
essay is quite different; it is a tight and analyti- 
cal characterization of the nature of methodo- 
logical inquiry. I can find fault only with Mach- 
lup’s sliding too quickly through the question 
of whether methodology is itself positive or 
normative. Machlup contents himself with re- 
marking that (pp. 55-56): 

methodology is neither a study of "good meth- 
ods” nor a study of “methods used,” but rather 
a study of the reasons behind the principles on 
the basis of which various types of propositions 
are accepted or rejected as part of the body of 
ordered knowledge in general or of any special 
discipline. 

Perhaps a distinction from his essay, “Positive 
and Normative Elconomics” (also reprinted in 
this volume) will prove useful. In that essay 
Machlup takes up Keynes’s trichotomous dis- 
tinction between inquiries concerning “what 
is,” “what ought to be,” and “what you can 
do to attain what you want.” The third kind 
of inquiry is termed “instrumental.” Perhaps 
Machlup would want to insist that part of what 
is involved in methodology is purely “norma- 
tive,” but my sense is that he regards the aim 
or objective of science as the attaining of im- 
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partial and systematic knowledge, and the task 
of methodology as one of assessing the extent 
to which various proposed methods contribute 
to the realization of this objective. All of this, 
I suggest, would go a long way towards ac- 
counting for what is so impressive and distinc- 
tive about his own contributions: his open- 
mindedness about method; his insistence that 
different types of inquiry and different subject 
matters call for different methods; his empiri- 
cal-pragmatic orientation, with its insistence 
that proposed methods be given a chance to 
“prove” themselves, and not be dismissed a 
priori; and his intolerance only for those who 
would persuasively define science and scien- 
tific method to fit their own predelictions and 
obsessions. 

The two other new essays in this volume 
form chapters 8 and 9 and focus on a familiar 
preoccupation of Machlup’s; the Weberian no- 
tion of “ideal types.” Chapter 8 was written 
for this volume; chapter 9 contains the transla- 
tion of a lengthy piece of his surveying the 
concept of ideal types as it appears in the works 
of Karl Menger, Wilhelm Wundt, Wilhelm Dil- 
they, Wilhelm Windeiband, Heinrich Rickert, 
Georg Simmel, Max Weber, and a score of 
other writers. These essays take one to the 
heart of Machlup’s view of the nature of sci- 
ence, both in respect to what is common to 
all science and what distinguishes the social 
sciences from the natural sciences. If they treat 
themes already familiar to students of Mach- 
lup’s work, they serve admirably to amplify 
his analytical and critical contributions (cf. 
chapter 8) and his contributions to the history 
of ideas (cf. chapter 9). Central to both essays 
is the following (pp. 214-15): 

The logic of conceptualization requires two sets 
of distinctions, of which the first holds for all 
empirical sciences, while the second relates to 
a diflference between natural and social sciences. 
The first distinction . . . relates to the separation 
of the empirical and theoretical domains for 
which concepts are design^. The two domains 
cultivate dififerent concepts: Operational (em- 
pirical, epistemic) concepts, defined by observa- 
tional, experimental, or.statistical operations, are 
needed for empirical propositions [correlational 
laws]. Exact (abstract, pure) constructs, formed 
by idealization, invention, and construction, are 
needed for nomological-theoretical propositions 
{theoretical, laws]. 


The second difference is based on methodologi- 
cal characteristics separating the sciences of hu- 
man culture and society from the sciencet of 
nature, inorganic and organic. . . . Exact con- 
structs in the physical sciences . . . can be de- 
fined without any reference to any person, living 
or dead, real or imaginary. In contradistinction, 
idealized constructs (ideal types) . . . relating 
to the social world . . . caimot be formed or 
used without explicit or implicit reference to 
meanings meant by persons real, imagined, or 
imaginary. 

I must confess that I find what Machlup has 
to say with regard to the first of this pair of 
distinctions much more incisive. Despite the 
clarity with which he separates the two pairs, 
in the passage quoted above, I find that he 
tends on occasion to blur the distinction, with 
the result that telling arguments in support 
of the indispensible role of theoretical con- 
structs in science in general are allowed to lend 
unwarranted support to the notion of the 
indispensability of the method of “subjective 
interpretation” in the social sciences. This is 
not to say that the latter thesis cannot be de- 
fended. Elsewhere Machlup has defended this 
thesis, and in a manner that is impressive by 
comparison with the stock-in-trade arguments 
to be found in, e.g., sociology. By focusing on 
the role of such constructs in economics, he 
has shown how they can be introduced without 
any sacrifice in rigor and precision. Perhaps 
this all just testifies to the one forgivable sense 
in which Machlup’s work is now dated: thanks 
to his analyses, we no longer find the issue of 
the role of human intentions (and, more gener- 
ally, meanings) quite so vexing and proble- 
matic as many used to think. 

Edward F. McClennen 
Washington University 
St. Louis 


040 Economic History 
The trading world of Asia and the English East 
India Company; 1660-1 760. By K. N. Chau- 
DHURi. Cambridge; New York and Mel- 
bourne: Cambridge University Press, 1978. 
Pp. xviii, 628. $84.50. JEL 79-0049 

The names of the great East India trading 
companies of England and Holland are inextri- 
cably linked in our minds with the enormous 


Book Revietos 


1459 


expansion <rf international trade in die seven- 
teenth Mid eigbteendi centuries. These char- 
tered companies, with monopolies in dieir 
home markets, considerable naval resources, 
and almost luilimited ambitions, had important 
roles in shaping their national economies (and 
to some extent the economy of all of Western 
Europe) and in determining the patterns of 
colonial conquest in South and Southeast Asia. 
The role of the English East India Company 
(the EIC) in the growth of the English economy 
and the British Empire can scarcely be exag- 
gerated. Its trade brought the goods that we 
identify with a changing standard of consump- 
tion— cotton and silk textiles, coff^, tea, and 
china. Some of the earliest modern industries 
in England developed to fill the demand in 
markets opened up by the EIC’s imports of 
cotton textiles and procelain. And the servants 
of the EIC conquered and for a century gov- 
erned “the brightest jewel in the crown of the 
British Empire.” 

K. N. Chaudhuri has produced a major new 
study of the EIC and the Asian environs of 
its trade, covering the crucial century when 
the expansion of that trade was most rapid and 
when the territorial conquest of India began. 
From 1660 forward, fairly complete records 
of the Company’s trade have survived. A num- 
ber of scholars have made use of these records 
to write about various aspects of the Company 
and its trade, but none has approached these 
records intending to tell as comprehensive a 
story as Professor Chaudhuri. By examining 
the invoice of every ship that sailed to and 
from Asia, he has reconstructed the trade of 
the Company to produce series on total exports 
and imports, as well as breakdowns of these 
totals by commodity and Asian source. While 
the book has a relatively limited number of 
tables, the remaining 200 plus are available 
from Professor Chaudhuri in microform. But 
the book goes far beyond this invaluable collec- 
tion of statistics to consider the organization 
of the EIC, its markets in Europe (where it 
bought and sold goods, raised capital, and pur- 
chased treasure to export to Asia), and its mar- 
kets in Asia. 

Because of the distance at which it traded 
and the slowness of both transport and commu- 
nication, the EIC’s directors had to cope with 
some formidable organizational problems. Be- 


tween the time diat a dhip was loaded wUh 
goods and treasure in London and its officers 
entrusted with orders for goods to be carried 
on the return trip and the time that ship actu- 
ally sailed back up the Thames, a minimum 
of ei^teen months elapsed. Inhere was no pos- 
sibility its voyage would be profitable (to most 
of Asia) unless there was an agent waiting for 
it in Asia to keep its tum-around time short 
by arranging to dispose of its outward bound 
cargo and purchase its return cargo. But be- 
cause Asian markets for many of the goods 
wanted for the return voyage to Eng^d were 
either thin and/or highly competitive, pro- 
curement of a vessel's return cargo had to be 
undertaken, in many cases, months before the 
ship left Europe. Inevitably, the goods ordered 
from Asia and those shipped from Asia did not 
correspond perfectly. The EIC sought to mini- 
mize these problems by establishing factories 
(trading centers cum warehouses) at various 
sites in Asia. These factories were charged with 
converting the treasure sent out into accept- 
able local currencies (a larger problem than 
it may seem), selling the goods sent from Eu- 
rope, and purchasing (frequently after placing 
orders for manufacture) goods for shipment to 
Europe. They were necessarily given a fair 
measure of autonomy to respond to local condi- 
tions, but the directors in London worked con- 
tinuously to devise a set of rules that would 
limit their discretionary powers — ^the directors 
sometimes sent orders for goods with the quan- 
tity desired conditioned upon price, for in- 
stance. Realizing that “possession of informa- 
tion was the same as the possession of efiiective 
power” (p. 76), the directors sought to use in- 
formation from one factory to check the activ- 
ity of another and to limit the direct flow of 
information among the factories. 

In addition to providing the general schema 
of the EIC’s organization and working. Profes- 
sor Chaudhuri presents a wealth of detail that 
fleshes out that frame in his chapters on the 
trade of particular commodities. Of these 
highly informative chapters, the best are per- 
haps those on the organization of the trade 
and production of Indian textiles. Much of the 
information of the EIC’s contracts with mer- 
chants and those of merchants with weavers 
is entirely new and considerably enriches our 
understanding of the structure of the Indian 
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economy, at least for regions where textiles 
were produced. His chapters on the trade in 
pepper, indigo, saltpeter, raw silk, coffee, tea, 
and porcelain all deserve close attention, not 
only for the information they provide on these 
particular commodities, but also for what they 
reveal about the decision-making processes of 
this famous venture. 

Good as Professor Chaudhuri’s book is, it is 
not without flaws. The most serious, to my 
mind, is the author’s failure to make better 
use of his research on the Company’s corre- 
spondence to give greater depth to his analysis 
of its organization and running. Much of the 
information is there in the book, but it is left 
to the reader to put it together. Second, and 
far less serious, the author’s inability to avoid 
pretentious jargon (like “third-degree polyno- 
mial trend” for “three-year moving-average” 
[p. 86]) can make what should be a fascinating 
account almost unbearably tedious to read. 

But the flaws are minor compared to the 
strengths. This is a book for those people inter- 
ested in English economic history and the 
growth of international trade as much if not 
more than it is a book for South Asia specialists. 
It merits a wide audience. 

Michelle B. McAlpin 

Tufts University 

World accumulation, 1492-1789. By Andre 
Gunder Frank. New York: Monthly Re- 
view Press, 1978. Pp. 303. $16.50. 

JEL 79-0053 

Professor Gunder Frank (now at the Univer- 
sity of East Anglia) is known for two related 
theses, which he has applied particularly to 
Latin American relations with Western Eu- 
rope and the United States during and after 
long residence in Chile. One thesis is that the 
lag in “peripheral” development behind “cen- 
tral” development, or rather the development 
of peripheral underdevelopment, should be as- 
cribed to the operations of a capitalist system 
whenever the center is fundamentally capital- 
ist. It makes little or no difference how feudal 
or pre-capitalist the periphery itself might be; 
whatever was wrong with, say, ante-bellum Al- 
abama, was the fault of capitalism because New 
York and London were capitalist, however 
firmly slavery might have been established in 
Alabama itself. Gunder Frank’s other thesiehas 


been that development of the center not only 
involves, but requires the underdevelopment 
of the previously undeveloped periphery. This 
is because development has depended upon 
resources exploited or resources stolen from 
the periphery. At the same time the periphery 
becomes increasingly dependent upon the cen- 
ter for certain crucial “modem” resources, in- 
cluding technology and “know-how.” Hence 
the label dependency (dependencia) theory 
with pejorative implications for capitalism. 

'The slightest admixture of force or fraud — 
not to mention pillage, piracy, the slave trade, 
or the spoils of war — suffices to invalidate our 
textbook presumption that trade benefits all 
trading parties. Further as to warfare, little vul- 
garization seems required to reinterpret Nietz- 
sche’s "a good war justifies any cause” to in- 
clude within “goodness” such specifications as 
short duration, a victorious outcome, and a fa- 
vorable benefit-cost ratio. For the centuries 
of “exploration and discovery,” dynastic war- 
fare, and merchantilist trade policy, the prima 
facie c&se for Marx’s famous verdict about capi- 
talism’s original capital coming on the world 
scene from Western Europe “dripping from 
head to foot, from every pore, with blood and 
dirt” is highly plausible, and all shame to all 
those who swept the facts under the rug for 
Marx to rediscover. But at the same time, Rob- 
inson Crusoe-type accumulation and Poor 
Richard’s Almanack type accumulation are 
more than fairy tales. It is, I think, a one-sided 
mistake to attempt (with Pandit Nehru) the 
great leap forward from the incontrovertible 
evidence that Bengal was looted by Ahe East 
India Company to the conclusion that the In- 
dustrial Revolution was financed by the loot 
of Bengal. 

As between Marxian and “Richardian” (not 
Ricardian!) versions of econondc history, the 
decision seems to me incurably factual, histori- 
cal, and (alas) even quantitative. Both “drip- 
ping blood and dirt from every pore” and 
“early to bed and early to rise” actually hap- 
pened. Which was the more important, or 
rather, what were the relative weights of the 
two in explaining the rise of industrial capital- 
ism? My biases remain close to Gunder Frank’s, 
which are also Marx’s and Nehru’s, but I cannot 
stop hoping for the conclusive evidence that 
he has not provided. Multiplication of horror 
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stories is i poor substitute, except to show that 
the Latin American ones were not sui generis. 

Since Gunder Frank knows more about the 
economic history of 25 or 50 countries than I 
do about any, it gives me unholy pleasure to 
point out a couple of factual gaffes. On page 
17, he accuses Tokugawa Japan of expelling 
10 million inhabitants in 1603. This would have 
been more than of the country’s population, 
and one wonders where they might have gone; 
surely a decimal point must have slipped some- 
where! And on page 95, he has Sir Walter Ra- 
leigh landing in Roanoke, Virginia, rather than 
Roanoke Island, North Carolina. Since the me- 
tropolis of Virginian Appalachia is severad hun- 
dred miles from the ocean, let us invite Gunder 
Frank to commune with Shakespeare (and Ra- 
leigh) on “the seacoast of Bohemia.” 

Returning to more serious matters: Later 
volumes of Gunder Frank’s projected Vber- 
walzung of world economic history face two 
mayor problems. It is in the first place easier 
to show the exploitative nature of war and mer- 
cantilism than of peace and free trade. He must 
therefore combine or transcend for the later 
period theories of the persistence of primordial 
advantages and disadvantages (in the face of 
the Japanese — and British — records), theories 
of the vital importance of “market imperfec- 
tions” and departures from “pure and perfect 
competition,” and of the inconsistencies (con- 
tradictions?) between developed countries’ 
protestations of free trade and their practices 
vis-d-vis low-wage developing countries. (If he 
proposes to demonstrate the exploitative na- 
ture of free-trade theory itself, he will have 
still more trouble, although of course he can 
always assert it “irregardless,” like many others 
before him.) Also, I think, Gunder Frank would 
do well to include in his summary another at- 
tempt to relate his conclusions to his evidence 
more intimately than is done in chapter 7 of 
the volume under review. 

After some 15 or 20 years in the United 
States, Gunder Frank was banned from re-en- 
try into this country. This was nearly 20 years 
ago, and may have heightened a certain anti- 
Yanqui bias occasionally detectable in some of 
his works. Academic considerations of aca- 
demic freedom lead me to suggest — ^whatever 
the merits of his original banishment may have 
been — that it is time for amnesty, since eco- 


nranic history and develcqnnent theory would 
both profit from his prescmce here, whether 
as a temporary visitor or a retident lay mission- 
ary of dependencia theory. 

Mabtin Bronfenbrknner 
Duke University and 
Federal Reserve Bank of San ' Francisco 

Eisenbahnen and deutsches Wirtschafts- 
wachstum 1840-1879. By Rainer Fremd- 
UNQ. untersuchungen zur wirtschafts-, 
Sozial- und Technikgeschichte, Band 2. 
Dortmund: GeseUschaft filer westfaelische 
Wirtschafbgeschichte, 1975. Pp. xviii, 217. 

JEL 79-0351 

Wirtschaftswachstum und Bevoelkerungsent- 
wicklung in Preussen 1816 bis 1914. By 
Gerd Hohorst. Dissertations in European 
Economic History. New York; Amo Press, 
1977. Pp. xi, 467. $32.00. JEL 79-0919 
IndusMalisierung und Qualitaet der Arbeit: 
eine Bildungsoekonomische Untersuchung 
fuer das 19. Jahrhundert. By Hermann von 
Laer. Dissertations in European Economic 
History. New York; Arno Press, 1977. Pp. 
x, 470. $32.00. JEL 79-0920 

Die Wachstumszyklen der deutschen Wirt- 
schaft von 1840 bis 1880. By ReinhaRD 
Spree. Schriften zur Wirtschafts- und Sozial- 
geschichte, Band 29. Berlin: Duncker & 
Humblot, 1977. Pp. xxx, 577. DM 60.00. 
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Cliometricians differentiate their own puta- 
tively neoclassical pedigree from that of ordi- 
nary economic historians; the latter’s intellec- 
tual paternity is attributed to the German 
Historical School. However the quantitative 
approach to economic history did not appear 
first in mid-twentieth century America; a cen- 
tury ago, for example, the social saving from 
railroads was calculated using counterfactual 
assumptions by Ernst Engel, the German statis- 
tician [1, 1880]. But Engel did not determine 
the direction of German economic history, and 
even if he had, twentieth century Germany’s 
self-inflicted hemorrhage of talent doubtless 
would have necessitated mgjor transfusions of 
ideas and methodologies. A decade ago, Rich- 
ard Tilly’s critical review article [10, 1969] doc- 
umented the need for rejuvenation. The books 
under review are recent dissertations — in the 
second and third cases, in unrevised form — 
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by quantitatively-oriented German scholars. 
Do they indicate the reestridishment of clio- 
metrics in G«rmany? 

Each author deab with an aspect of growth 
in nineteenth-century Germany. Spree and 
Fremdling limit themselves to the four de- 
cades from 1840 to 1880 and cover Germany 
as a whole. The former seeks to pin down the 
timing and amplitude of the fluctuations in 
aggregative and sectoral growth during this 
period of industrialization and to develop con- 
jectures {Vermutungen) regarding the inter- 
sectoral relationships and the mechanism gen- 
erating overall cyclical behavior. A key 
question, to which he devotes a chapter, con- 
cerns the determinants of railroad investment 
(hereafter RRI) and the disequilibrating effects 
of fluctuations in RRI on the rest of the econ- 
omy. With emphasis on the character of the 
railroad as infrastructure, this question is also 
one of those examined by Fremdling. In addi- 
tion, Fremdling attempts to quantify the im- 
portance of railway development for German 
industrialization, and he explores the role of 
governments in fostering or hindering that de- 
velopment. Hohorst’s and von Laer's mono- 
graphs cover the century from Waterloo to 
World War I. Hohorst deals with demographic 
development and industrialization in Prussia, 
in its provinces, and in Kreis Hagen, a Prussian 
county on the southeastern fringe of the Ruhr. 
In his own words, his work is “heterogeneous”; 
three important questions nevertheless: Can 
Franklin Mendels ‘s [8, 1972] proto-industrial- 
ization model explain demographic develop- 
ment in the pre-imperial era? Can infant mor- 
tality and a cost-benefit model of reproductive 
behavior clariiy the unprecedented fall in birth 
rates after 1880? Can a counterpart to this de- 
mographic “structural break” be found in an 
earlier aggregative or regional "take-off” of 
the economy? For Germany as a whole, von 
Laer considers the development of the supply 
of human capital and the growth in the de- 
mand for it — particularly in the textile and the 
machine tool industries. The comparison of hu- 
man capital inputs in these industries focuses 
on establishuig the nature of sectored variations 
and the ways in which these were met. Von 
Laer also examines in detail and confirms the 
important role of the state in promoting the 
accumulation of skills and knowledge. 


These historical questions are clearly amena- 
ble to application of cliometry. The quantita- 
tive orientation is equally clear. M^r effort 
has been directed to the assembly, "cleaning,” 
and manipulation of statistics. Spree presents 
over 300 tables and diagrams; a statistical ap- 
pendix comprises a third of his tome. In many 
cases his series extend Walther Hoffimaim's [4, 
1965] backward in time to cover the important 
decade of the 1840’s, a reconstruction that is 
documented in detail and at first glance over- 
whelmingly impressive. Data appendices ac- 
count for about a fifth of Hohorst’s book; many 
tables present synthesized data or correlation 
results however. In addition to basic demo- 
graphic statistics, the 170 tables and graphs 
include data on farm animal populations, land 
use, employment, occupations, and rye and 
iron product prices. Fremdling and von Laer 
have been less ambitious: appendices are 
shorter and each book contains only sixty-odd 
tables and diagrams. For selected years, von 
Laer’s include curricula and numbers of stu- 
dents in various types of educational institu- 
tions, and data with respect to the textile and 
machine tool industries on output, capital, em- 
ployment, the founding dates of enterprises, 
their founders, sizes, wages, and work forces 
(broken down by sex, age, and social origin). 
Fremdling’s tables provide annual data on key 
economic aspects of railway operation and con- 
struction: output; expenditures; profits; divi- 
dends; passenger and freight traffic, receipts, 
tariffs; trackage; equipment; capital stock; in- 
vestment; employment; wages; and employ- 
ment income. 

Everyone processing data recognizes the in- 
evitability of errors both in the often interpre- 
tive aspect of historical reconstruction and in 
the handling of the resulting values. Equally 
apparent is the necessity for descriptive clarity 
and precision if tabulations are to be useful 
for others. In this respect, Fremdling is a 
model, though reasonable estimates of other 
authors may somewhat differ. Two minor com- 
plaints; Hoffmann’s aggregate values for in- 
vestment and capital stock are employed de- 
spite replacement of his estimates for the 
railroad sector; and territorial changes are 
clearly indicated, but “before and after” fig- 
ures revealing their importance are absent. 
With von Laer, occasionally insufiScient docu- 
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mentaticui creates uncertainty regarding the 
precise meaning of paiticular data. Moreover, 
there are inconsistencies among tables (e.g., 49 
and 50) and incorrect calculations (e.g., in Ta- 
ble 53). Hohoist is least satisfactory in this re- 
gard. True, he handles a mass of disparate data, 
but explanations of his procedures are convo- 
luted. And other lapses are unsettling: signs 
inexplicably reversed in some tables (e.g., pp. 
264, 267, 268), samples modified without pre- 
cise documentation (footnote, p. 260), aimual 
growth rates calculated as arithmetic rather 
than geometric averages (Table 8 and p. 154), 
and minimal attention given to the influence 
of territorial changes in the nineteenth cen- 
tury. 

The magnitude of Spree’s undertaking pre- 
cludes a thorough review of his reliability in 
handling and presenting data. Massive docu- 
mentation reveals his attempt to achieve com- 
prehensiveness and consistency in 265 time se- 
ries. Misjudgements regarding data quality are 
valuable, as are his warnings that some series 
may adequately reflect fluctuations, but not ab- 
solute magnitudes. But there are unexpected 
pitfalls. Adjustment for territorial changes is 
somewhat hit or miss (e.g., for acquisition of 
Alsace-Lorraine, series A49, A96, A98, but not 
A208, A210-213; for expansion of Prussia, A61, 
A132, A192-196, but not A62-65; for changes 
in the Zollverein and from Zollverein to Em- 
pire, no adjustments) and, in one case (A49), 
inaccurately described. And assumptions re- 
garding backward extension of one series of 
particular concern to the reviewer (A47, value 
added in the transport sector in 1850 prices) 
are inconsistent with the resulting figures and 
with sources cited in more recent work (e.g., 
in Paul Huber [6, 1978]). These relatively mi- 
nor weaknesses, however, do not fundamen- 
tally detract from a major statistical accom- 
plishment. 

Traditionally, “Germanic" scholarship 
abounds with references and interminably dis- 
sects preceding studies. The references are 
there, an average of 400 per book, but disquisi- 
tions on earlier work are mercifully short. In- 
stead relevant theory is reviewed. Fremdling 
concentrates on the concept of a leading sector 
in an unbalanced growth process. Hohorst and 
Spree both dedicate a sixth of their text to theo- 
retical discussion: the former reviews Malthu- 


sianism and other dieories (rf economic-demo- 
graphic intoraction, while the latter examines 
busineas cycle dteory, ^>pearing ultimately to 
choose Jan Tinbergen [11, 1939], the NBER 
[9, Geofirey Momre, 1961], and ^ C. O. Mat- 
thews [7, 1954] as his InteUeotual gurus. Von 
Laer regards his thesis as an attbmpt to criti- 
cize human capital theory and to apply it to 
economic history. 

If the first hallmark of the "new economic 
history" is quantification and the second the 
application of theory; the third is the testing 
of hypotheses on the basis of explicit models 
derived from that theory. With variations, 
these books measure up in the fiirst two re- 
spects, but fall short on the third. Some non- 
testable explicit models are presented. For ex- 
ample, regression is imaginatively used by 
Fremdling and Hohorst to synthesize missing 
data, the former recreating aggregate esti- 
mates of railway output on the basis of data 
on output and receipts for a limited number 
of companies, the latter retrodicting per capita 
income for Prussia and its provinces over the 
nineteenth century on the basis of cross-sec- 
tional 1907 data on incomes, population and 
sheep densities, and farm animab per capita. 
Non-regression models are used by Spree, 
Fremdling, and von Laer in the calculation re- 
spectively of the reference business cycle, total 
factor productivity in railroad operation and 
its rate of change, and human capital in the 
textile and machine tool industries. However, 
only Hohorst tests an explicit model: a modifi- 
cation of Mendels’s model applied to Kreis Ha- 
gen is found inadequate. Here and elsewhere 
cliometry suffers from methodological flaws. 

Ek;onometric tools are overtaxed and some- 
times misused; failure to derive explicit models 
causes misspecification; and specific individual 
weaknesses are manifest. Aside from two or 
three Chi-square tests and one scarcely men- 
tioned table with multiple regression results 
in Hohorst, visual comparison of graphs and 
simple correlation are the only methods used 
to examine statistical relationships. Some cor- 
relations (improperly) test hypothesized causal 
relationships; most do not. Hohorst, for exam- 
ple, reports hundreds of correlations involving 
varying simple lags; Spree also fishes avidly for 
simple lagged associations. The possibilities of 
distributed lags, significant results arising from 
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type I errors (5 percent), or covariance among 
multiple exogenous variables are generally ig- 
nored. Spurious correlation from time trend 
affects some of von Laer’s results, is avoided 
through use of annual growth rates (and hence 
some misspecification) by Hohorst and Fremd- 
ling, and is substantially reduced — though not 
eliminated — by Spree, who expressly considers 
the question and correlates deviations from es- 
timated quadratic time trends. 

Spree disclaims the intention to test or set 
up explicit models, referring instead to “verifi- 
cation of hypotheses” (pp. 64, 297, 304). Fremd- 
ling argues that it suflGlces to operationalize 
explicit questions appropriately (p. 1). But this 
methodological modesty leads to improper at- 
tribution of causation and to misspecifications 
of theoretically derived relationships. As an ex- 
ample, Spree tests the accelerator principle us- 
ing velocity not acceleration of output (p. 309). 
Notable among other econometric weaknesses 
are von Laer’s non-disclosure of the rates of 
interest and depreciation used in calculating 
human capital and his incorrect separation of 
factor availability and consumption. 

Hohorst concludes that available models fail 
to explain the fertility drop at the end of the 
century. Other findings directly depend on his 
estimates of per capita income and agricultural 
employment: Rostovian structural breaks and 
shifting regional leadership characterized the 
economic development in Prussia (p. 352); the 
evidence reveals increasing interregional di- 
vergence and hence unvarying regional lead- 
ership, but no indication of a "take-off" in Prus- 
sia or Hagen (p. 356). In less confusion, he 
rejects conventional beliefs regarding agricul- 
tural employment at the beginning of the nine- 
teenth century (80 percent) in favor of esti- 
mates one-third lower. 

Von Laer’s key results relate to differentia- 
tion in the formation and employment of hu- 
man capital: significant and increasing differ- 
ences in qualification levels in the textile and 
machine tool sectors, and complex relation- 
ships between schooling and productive skills, 
which derive from the prevalence of on-the- 
job training and the existence of aristocratic 
education as a consmnption good. Rejecting 
schooling expenditures as a measure of educa- 
tional investment, he urges the necessity of 
disaggregation. He also finds that the Indwtrial 
Revolution did not generally reduce the labor 


force’s qualification level. 'These findings do 
not depend on cliometry; some skepticism is 
appropriate regarding those that do; namely, 
that the market for human capital was com- 
petitive and that technical progress in the tex- 
tile industry was entirely embodied in human 
capital. 

Despite general congruence. Spree’s and 
Fremdling’s results regarding railroad devel- 
opment diverge on significant details. Both re- 
gard the railroad as the leading sector in Ger- 
man industrialization and emphasize close 
linkages between RRl and growth of the iron, 
coal, and machinery industries. Fremdling’s 
tentative attribution of 38 percent of aggre- 
gate growth in the 1840’s to RRI is justly criti- 
cized by Spree, who nevertheless finds that 
the first potential boom in Germany’s heavy 
industry was aborted after 1846 by the drop 
in RRI and monetary and political distur- 
bances. Indeed, on the basis of lagged correla- 
tions, Spree generally perceives RRI fluctua- 
tions as determining cyclical patterns in heavy 
industry, the monetary sector, and the non- 
agricultural economy. But this involves some 
circular reasoning: Spree’s measure of RRI em- 
bodies a lag of two to three years chosen to 
maximize positive correlation to iron consump- 
tion, while Fremdling’s examination (p. 158) 
of the records of 34 railway companies reveals 
that on average, partial operation commenced 
only 19 months after construction — which pre- 
sumably began with roadbed, not laying of 
rails. This implies a nine-month lag in RRI or 
less. (Incidentally, Fremdling’s correlation of 
physical and financial RRI reveals- no lag.) 
Fremdling and Spree both find significant cor- 
relations between prospective profits and RRI 
(but with different lags); Fremdling concludes 
that RRI was demand-induced — mainly by pas- 
senger traffic — thus sui^rting Albert O. 
Hirschman’s development theory. But Spree 
continues to regard RRI as mainly autonomous, 
finding timing and extent of RRI financing in- 
dependent of the mood of the stock market. 
Two further conclusions of Fremdling: techni- 
cal progress in railroading generated one-third 
of output growth from 1849 to 1873; German 
governments delayed RRI before mid-century, 
but interstate competition may subsequently 
have stimulated it. 

What are Spree’s other results? First, he 
identifies four aggregative cycles with lower 
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gnd upper turning points in 1844, 1848, 1859, 
1865, and 1876, and in 1847, 1856, 1865, and 
1873 respectively, llie modest amplitude of 
the first short cycle exceeds that of the 1860*8, 
which — contrary to the conventional wis- 
dom— contains no crisis. Again, the boom end- 
ing 1873 is found no larger than that of the 
1850’s, although the following downswing was 
more protracted. Secondly, on a disaggregated 
basis, two cyclical patterns in addition to the 
aggregative reference cycle are apparent; an 
agricultural cycle and a consumer industries 
cycle. Heavy industry, transport, the monetary 
sector, and much of international trade exhibit 
the reference pattern, thus suggesting a far 
more significant influence of industry and in- 
vestment on the economy than their shares 
in GDP would warrant. 

What do these books say about the state of 
cliometrics in Germany? Judged as scholarly 
contributions and as quantitative economic his- 
tory, Fremdling and Spree must receive high 
marks. The former’s effort is a competent treat- 
ment of Germsm railroad development compa- 
rable to the works of Albert Fishlow [2, 1965] 
and Robert Fogel [3, 1964]. Spree may have 
been overambitious; nevertheless, his study is 
the most painstaking and detailed attempt ex- 
tant to examine the fluctuations in the German 
economy in the course of industrialization. As 
dissertations, Hohorst’s and von Laer’s books 
display originality and an appropriate level of 
scholarly accomplishment; as published works, 
they are flawed. The latter’s volume is trans- 
parently organized, clearly if somewhat imma- 
turely written, but econometrically feeble; it 
is best regarded as a decent contribution to 
the “old economic history.” Hohorst is clearly 
inspired by cliometry and uses econometrics 
imaginatively if not always soundly. But his or- 
ganization and his presentation are regrettably 
confused and deficient. His book should have 
been revised before publication. If books such 
as these and Carl-Ludwig Holtfferich’s [5, 
1973] are representative, cliometrics has taken 
root in Germany, and with encouragement 
may flourish. 

Paul B. Huber 

Dalhousie University 
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An economic history of modem Spain. By 
Joseph Harrison. New York: Holmes & 
Meier, 1978. Pp. xi, 187. $22.00. 

JEL 79-0354 

This is the second survey of Spanish eco- 
nomic history to appear in English in recent 
years, the first one being a translation of the 
pioneering but already dated book by Jaime 
Vicens Vives. Vicens Vives’s book was pub- 
lished in 1960 [3], and since then a consider- 
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able amount of reaearch has been carried out, 
especially on the modem period. Harrison’s 
book, therefore, is opportune, since it provides 
a synthesis of the more up-to-date literatiu-e, 
most of it in Spanish and thereby inaccessible 
to non-speciali^. The two books combined can 
provide the English-speaking reader with a fair 
survey of Spanish economic history from an- 
tiquity to the post-Franco years. 

Harrison’s approach is almost strictly chrono- 
logical, more so than it probably needed to 
be. It starts with a chapter on "The Economy 
of the Ancien R6gime“ which is a survey of 
the eighteenth century; it then surveys popula- 
tion and agriculture in the nineteenth. The 
third chapter studies government policies, 
banks, railroads, and industry in mid-nine- 
teenth century. The fourth chapter covers the 
first stirrings of industrialization, from 1875 to 
1914. The fifth chapter deals with the period 
from 1915 to 1930. Then comes a chapter on 
the development of organized labor in the late 
nineteenth and early twentieth centuries. The 
seventh chapter covers the 1930’s (the Repub- 
lic and the civil war), and the eighth and last 
chapter surveys the Franco era, with a one- 
page section on “the Spanish economy after 
the Franco era.” This means that except for 
the second and sixth chapters on agriculture 
and labor, all the others pick up the narrative 
where the preceding one left it, in straight se- 
quence. While the subjects of the topical chap- 
ters are no doubt well chosen, I missed a wider 
discussion of fields, such as the role of the state, 
the role of foreign trade and investment, capi- 
tal formation, and the evolution of other mac- 
roeconomic variables. The book has a useful 
bibliographical essay, but no conclusions, nei- 
ther in the individual chapters nor at the 
end. 

This description suggests the strengths and 
the weaknesses of this work. Its main merit 
lies in that it is a thorough and compact survey 
of the research carried out by Spanish and non- 
Spanish economic and social historians in the 
last 20 years. Its main weakness is that it is 
little more than that. It contains hardly any 
original analysis; on occasion, Harrison just 
gives us an abbreviated translation of his au- 
thorities on a given topic. And, as Phyllis 
Deane (1, 1970] wrote of Landes's Unbound 
Prometheus [2, 1969], but more justifiablji^ in 


this case, this is "a historian’s economic his- 
tory.’’ In fact, as Harrison’s research on busi- 
ness and politics in early twentietii-century 
Spain shows, he is more interested in economic 
sociology and in the history oS interest and 
pressure groups than in economic history in 
the strict sense of retrospective economics, and 
this approach is clearly demonstrated througdi- 
out the work under review. The best part of 
the book is the one dealing precisely with 
Harrison’s own field of specialization, i.e., the 
political hagglings of business groups and the 
hesitations of the government after Spain’s 
defeat in the Spanish-American War and the 
loss of Cuba, Puerto Rico, and the Philip- 
pines. 

The role of the state deserves wider treat- 
ment because the economic history of Spain 
shows an unmitigated succession of mercantil- 
istic practices from the late middle ages until 
today. In spite of Adam Smith’s strictures on 
Spanish mercantilism, and his influence on a 
handful of Spanish economists from very early 
on, state intervention has remained a fact of 
Spanish economic life to our day. This is obvi- 
ous from Harrison’s book; but nowhere can one 
find in it a systematic discussion, however brief, 
of the long-term effects of this constant inter- 
vention. One of the preferred fields of state 
action was and is, of course, foreign trade; how- 
ever, foreign trade seems to have developed 
at a lively pace at least from the mid-nine- 
teenth century, when yearly statistics become 
available. Foreign capital is also known to have 
played a leading role in industrialization and 
railroad building, as Harrison himself shows. 
Nevertheless, no general discussion of the role 
played by the foreign sector is offered. As to 
macroeconomic variables, it is true that only 
monetary statistics are available for the nine- 
teenth century. There are, however, estimates 
of national income and capital formation for 
the twentieth century, which might have been, 
whatever one’s doubts about their accuracy, 
reproduced and commented upon. 

These are, it seems to me, serious omissions, 
which diminish the interest the book may have 
for economists. However, given the paucity of 
similar studies in English and the thoroughness 
of Harrison’s scholarship, this book must be 
welcome to all those interested in the eco- 
nomic history of Spain; at least for the time 
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being, it will be indispensable for reference 
and in the classroom. 

Gabriel Tortella 
Universidad de Valencia and 
The University of Pittsburgh 
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One kind of freedom: The economic conse- 
quences of emancipation. By Roger L. 
Ransom and Richard Sutch. New York; 
London and Melbourne: Cambridge Univer- 
sity Press, 1977. pp. xix, 409. $19.95. 

JEL 78-0353 

Some say they still hear little more in the 
"new” American economic history than neo- 
classical paeans to the market and its benefi- 
cient workings. Whether meant as an indict- 
ment or as an accolade, the observation is of 
doubtful validity. And here is an important 
book by two card-carrying cliometricians, 
which should help further to give it the He. 

One Kind of Freedom represents the culmi- 
nation of almost a decade of research carried 
out by Roger Ransom and Richard Sutch as 
co-directors of the National Science Founda- 
tion-supported Southern Economic History 
Project. It is a model of historical scholarship 
in the quantitative, theoretically informed 
genre, and, fittingly, a work of broad scope 
that addresses two of the great problems in 
the economic history of this country. The first 
of these “problems” is the persisting economic 
subjugation of the mass of black Americans 
during the half-century following the Emanci- 
pation. The second is the degeneration of the 
postbellum South, particularly the Deep South 
upon which Ransom and Sutch’s work focuses, 
into the slough of economic backwardness, 
which the region so clearly had become by 


the 1920’s. Both manifestations of the compati- 
bility of national economic develoimient with 
gross and obdurate economic inequalities — the 
one along racial and the other along regional 
lines — continue to puzzle and worry American 
economic historians. t 

It is a tempting challenge, Which Ransom 
and Sutch have accepted, to look for the con- 
nections between these two problems. 
Throughout the period under consideration 
most black Americans lived and died in the 
South, and both the region and its black resi- 
dents were burdened with the legacies of a 
former social and economic order built upon 
Negro slavery. Chapter 2 of One Kind of Free- 
dom leaves no doubt that slavery provided a 
poor preparation for economic freedom. The 
ffeedmen were thrust into a market environ- 
ment almost universally without the benefits 
of literacy, let alone formal educational train- 
ing; typically without farming skills beyond 
those of a fieldhand; without artisanal or busi- 
ness skills comparable to those of white urban 
craftsmen; without property qven equivalent 
to the “freedom dues” formerly granted to Eu- 
ropean indentured servants. 

Rather than dwelling upon the inauspicious 
initial conditions inherited from the institution 
of slavery, and rather than asking why the 
black population’s concentration in the South 
was not quickly ended by a massive exodus 
of freedmen, Ransom and Sutch suggest that 
the causes of the region's postwar stagnation 
and the blacks’ persistent poverty lay in the 
agrarian institutions of the post-emancipation 
era. They proceed to this by way of a convinc- 
ing demonstration (in chapter 3) that the 
Emancipation, in its economic consequences, 
was neither a cruel hoax nor an empty legal- 
ism. It was, instead, a fundamental discontinu- 
ity, which affected a substantial redistribution 
of income and economic welfare in favor of 
the freedmen, and at the same time exerted 
an adverse impact upon southern agricultural 
production that proved more serious and last- 
ing than the effects of the destruction and de- 
pletion of physical capital stocks in the Civil 
■War. 

'The ending of compulsion, and the wide- 
spread opposition of the ex-slaves to laboring 
for wages under the close supervision and con- 
trols of the gang system, destroyed the eco- 
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nomic rationale for the plantation system and 
its supporting financial and marketing appara- 
tus. TTie withdrawal of labor services by the 
freedmen, particularly the labor of women and 
children, is estimated by Ransom and Sutch 
to have amounted to a 37 percent reduction 
in equivalent manhours per capita. This, as the 
authors maintain in chapter 4, rather than ei- 
ther wartime destruction or supposed econo- 
mies of scale lost in the breakup of plantations 
as farming units, was primarily responsible for 
the failure of agricultural output in the Cotton 
South quickly to recover to the normal trend 
level established during the antebellum pe- 
riod. But in the ensuing chapters (5 and 6, on 
“Agricultural Reconstruction” and “Financial 
Reconstruction,” respectively) it is shown that 
the plantation and factorage systems were soon 
replaced by a new set of organizational and 
financial institutions whose long-term conse- 
quences were to prove no less debilitating. 

Share tenancy and sharecropping with the 
crop lien system (under which rural furnishing 
merchants extended production and consump- 
tion credit at usurious interest rates) creating 
a new form of thralldom for poor whites and 
blacks alike: “always only 12 months from free- 
dom” was the description given of the south- 
ern lien-farmer’s pathetic condition by Clar- 
ence H. Poe, the editor of the Progressive 
Farmer (1904). This “flawed” institutional 
structure, which Ransom and Sutch say (p. 198) 
“effectively operated to keep the black popula- 
tion a landless agricultural labor force, operat- 
ing tenant farms with a backward and unpro- 
gressive technology,” is also seen by them (p. 
176) as having led to “the failure of the econ- 
omy to produce the hoped-for era of prosper- 
ity.” 

One Kind of Freedom thus presents a neo- 
populist diagnosis which — without being 
openly polemical — disagrees on numerous 
points with recent, rather more sanguine ap- 
praisals of the functioning of market institu- 
tions in the postbellum South. Ransom and 
Sutch see share tenancy as having emerged 
as a compromise institutional solution to the 
post-Emancipation conflict between freedmen 
opposed to wage labor on the old plantations 
and white planters who were determined to 
block any significant ownership of the land by 
their former slaves. Other economic historitihs. 


interpreting the historical experience of the 
South in more conventional neoclassical terms, 
have sought to depict share tenancy arrange- 
ments as nothing but an efficient market adap- 
tation to the problems of risk in cotton pro- 
duction or, alternatively, to the relative 
scarcity of commercial fanning skills among 
the landless tenants whose activities were 
made subject to supervision by the landown- 
ers. While Ransom and Sutch (pp. 99-103) do 
resist the proposition that share tenancy had 
no distorting effects upon the static efficiency 
of resource allocation, their discussion empha- 
sizes the limitations that supervised (share) ten- 
ure placed upon the acquisition of indepen- 
dent farming skills and the disincentives that 
tenurial insecurity created for investment in 
farm improvements. It must be said that de- 
spite the authors’ pathbreaking work in pre- 
paring a data base consisting of observations 
on approximately 11,000 farms in the Cotton 
South in 1880, the empirical evidence on both 
sides of these issues remains far from conclu- 
sive. 

The meyor developmental pathology that 
Ransom and Sutch discern, however, is the ef- 
fect of the merchant-administered crop lien 
system. In chapter 8, entitled “The Trap of 
Debt Peonage,” they maintain that these fi- 
nancing and marketing arrangements perpet- 
ually “locked-in” the individual tenant farmer 
and the region’s economy to a regime of spe- 
cialized cotton cultivation from which both 
would have done well (or at least better) to 
have escaped. On this question, the question 
of “overproduction of cotton,” One Kind of 
Freedom takes issue with those who maintain 
that the crop-mix in the southern states was 
responsive to relative price movements (not 
inextricably “locked-in” to cotton) and that the 
postbellum shift away from food crops and to- 
wards cotton reflected a salutory movement 
in accord with regional comparative advan- 
tage. Curiously enough. Ransom and Sutch do 
not make much of the standard trade and de- 
velopment theory arguments that show how 
following short-run comparative advantage 
may utterly fail to promote long-run economic 
progress. Instead, they have sought to provide 
a microeconomic rationalization for the recur- 
ring talk about “overproduction” of cotton and 
the benefits that would flow from greater “self- 
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sufficiency,” which were features of the south- 
ern agricultural press during the 1880’s and 
1890’s. The argument advanced is that given 
the relationship that prevailed between the 
prices the merchants were charging for com 
(and bacon) bought on credit, on the one hand, 
and the cash farmgate price of cotton, on the 
other, the rate of transformation between corn 
and cotton was such that the lien-farmer would 
actually have been better off growing less of 
the latter and more of the former than his cred- 
itor would permit. 'This particular piece of anal- 
ysis (pp. 159-62), however, errs by trying to 
deal with intertemporal matters in a one-pe- 
riod choice framework. When poverty obliged 
tenants to borrow in advance of production, 
the choice they confronted was not one be- 
tween borrowing corn to raise cotton or pro- 
ducing cotton to buy corn subsequently. The 
comparison of cash prices of one crop with 
credit prices of the other is thus inappropriate, 
and it becomes germane to notice that, at the 
prevailing cash prices, the cotton-heavy mix 
of crops that tenant-farmers typically were 
growing approximated what one would expect 
if the objective was short-run revenue maxi- 
mization. It may well have been the case that 
the indebtedness of tenant farmers con- 
strained some to produce for the market who 
otherwise would have retreated into self-suffi- 
ciency (at the sacrifice of market income); it 
is equally possible that the merchant-creditor’s 
directives were responsible for the crop-mix 
planted. But neither of the latter conditions 
by themselves amount to a microeconomic case 
supporting the claim that cotton was being 
“overproduced . ” 

However much reassurance may be derived 
from the foregoing by partisans of the market. 
Ransom and Sutch’s populist sympathies really 
did not require them to try to prove that the 
institutions of commercial agriculture in the 
South were at odds with private profit maxi- 
mization. And it would be unfortunate if their 
confusion on this point deflected attention 
from the more fundamental proposition that 
is put forward, perhaps too briefly (pp. 190- 
91), in the last chapter of the book: the unregu- 
lated conduct of cotton cultivation by a large 
number of market-oriented competitors, fi- 
nanced by many, non-cooperating merchants 
and cotton dealers, meant that the South in 


toto could not exploit its position in the world 
market for that commodity. Yet, in that market 
the elasticity of demand with respect to price 
approximated unity, and therefore it would 
have been possible for the region to maintain 
its cotton export earnings while transferring 
resources to other production activities. 

Whether one ultimately accepts or rejects 
the interpretation advanced in One Kind of 
Freedom, the scholarly virtues displayed 
throughout the book assure that economic and 
social historians of the postbellum South will 
return to it repeatedly, both as a point of depar- 
ture and as a source of guidance for future 
quantitative research. It abounds with statisti- 
cal tables, many of them containing new data 
mined from the manuscript schedules of the 
U.S. Census of 1880, from the long-neglected 
surveys made by the agricultural departments 
of the states of Georgia and Louisiana during 
the 1880’s and 1890’s, from the unpublished 
credit report ledgers (on the South’s mercan- 
tile firms) preserved in the achives of Dun and 
Bradstreet, and from many other primary 
sources. Moreover, the procedures Ransom 
and Sutch followed in collecting, evaluating, 
and analyzing this material are fulsomely and 
lucidly detailed in some 112 pages of appen- 
dixes. There the interested reader readily can 
follow the authors’ methods in constructing in- 
come and welfare measures for plantation 
slaves in 1859 and black sharecroppers in 1879; 
occupational distributions of southern blacks 
in 1860, 1870, and 1890; estimates of equiva- 
lent manhours worked by the black population 
under slavery and freedom; figures for the bal- 
ance of food production and consumption on 
southern farms in 1880; annual estimates of 
per capita gross crop production in the five- 
state Cotton South in 1859 and 1866-1908; and 
more besides. 

Although thoroughly and accessibly docu- 
mented, the text of One Kind of Freedom re- 
mains eminently readable. Quotations from 
southern agricultural journals and newspapers, 
along with the observations of travellers, en- 
liven the descriptive passages; in the more ana- 
lytical sections the authors have successfully 
striven for simplicity and clarity sufficient to 
make their work available to the non-econo- 
mist. Formalism is eschewed throughout — but 
may be found in several of the supporting jour- 
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nai articles that Ransom and Sutch have pub- 
lished — and the finer points of economic the- 
ory, as well as of empirical detail, are pursued 
in the 56 pages of footnotes that follow the 
appendices. 

To an extent greater than scholar-scientists 
find it comfortable to acknowledge, the ulti- 
mate durability of works of history derives 
from the possession of a different sort of virtue 
from those just catalogued. This is the quality 
shared by enduring art: an elegant economy 
of vision, the boldness to comprehend enor- 
mously complex and diverse experience within 
the unifying lines of a simple interpretation 
or explanation. To its credit. One Kind of Free- 
dom can be said to have achieved just that 
sort of artistic coup — ascribing both the subju- 
gation of the freedmen and the stagnation of 
the Cotton South to the “flaws" in the agrarian 
institutions of the post-emancipation era. But 
while this should suffice to guarantee the book 
a lasting place in the literature, reasonable 
doubts remain that the institutional defects so 
neatly identified by Ransom and Sutch’s neo- 
populist interpretation were really of such piv- 
otal significance. Was the welfare of the freed- 
men so closely tied up with the economic fail- 
ure or success of the New South? And could 
the latter have been secured by any institu- 
tional remedies — ^short of those perhaps avail- 
able to an autonomous authoritarian state pat- 
terned along Prussian lines? 

The development potential of the South 
within the U.S. free trade area was not, after 
alt, so very promising during this era. And the 
structural situation of the rural blacks was far 
more hopeless than is intimated by a descrip- 
tion of their plight in the terms which Southern 
populists used to lament the condition of the 
once-independent white yeomanry. So long as 
the fertility of the rural population remained 
high, and so long as no significant proportion 
of the landless rural labor force could be drawn 
off into nonagricultural employments, and so 
long as planters received no inducement from 
the movement of world cotton prices to com- 
pete for additional hands, the average black 
farm family’s prospects for substantial income 
growth would remain dim — regardless of the 
specific details of agrarian organization and fi- 
nance. 'The landowner’s pursuit of profit would 
have been sufficient to reduce cash and shine 


tenants alike to a position equivalent to that 
of wage laborers in a labor abundant econ- 
omy — which is what the South had become. 
Although the workings of the crop lien system, 
and the alleged abuses perpetrated upon igno- 
rant clients by the rural furnishing merchants, 
were subjects of prime concern to white land- 
owners and to poor white yeoman farmers, al- 
terations in those arrangements could hardly 
have transformed the situation of the landless 
blacks. It was in the interest of the large land- 
owner that his share tenants not be cheated 
by merchants and receive credit as cheaply 
as possible— so that the size of the holding suffi- 
cient to support the marginal tenant could be 
made as small as possible. The white yeoman 
farmer had a similar interest in the question 
whether or not the furnishing merchant (who 
financed his participation in market-oriented 
cotton cultivation) was able to siphon off some 
rents by exploiting market power. But for the 
black tenant lien-farmer, would it have mat- 
tered very much that the merchants took less 
from him and left the landlord to take more? 

The experience of the antebellum South 
plainly demonstrated that long-run economic 
development does not necessarily follow from 
export-induced prosperity. But it might be 
thought that a postbellum cotton boom, 
sparked by an unanticipated upswing in world 
prices, could have materially improved the lot 
of the black tenantry. At least it might have 
allowed some infra-marginal share tenants to 
pay off their old debts and reduce their need 
to contract new ones — before the landowners 
were able to adjust the typical cottonr share- 
cropper’s share, or the size of his holding, 
downwards to sop up the surplus. Something 
like this actually seems to have occurred dur- 
ing the first decade of the twentieth century, 
when King Cotton suddenly became once 
again a benevolent despot; the black conunu- 
nity began to participate in the general return 
of prosperity to the South, even to the extent 
of making some gains in the acquisition of land. 

’The hopes engendered by this episode were 
soon dashed by the collapse of cotton prices 
in 1914. But the ephemeral character of cot- 
ton-boom prosperity is not the only cause for 
thinking that progressive, upward mobility, 
starting from the lowest nmg of the agricul- 
tural ladder, was not a real option open to the 
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mass of blacks within the White dominated 
South. Ransom ai^ Sutch themselves com- 
ment on the persisting resistance by the white 
community to the sale of land to blacks, and 
to the closing off of educational and occupa- 
tional opportunities by racist-biases in market 
signalling and screening mechanisms. Still 
more to the point, they remind their readers 
that the further disabilities of Jim Crow legisla- 
tion were imposed upon the members of the 
black commimity precisely during the 1900- 
13 period, when their participation in the 
wider prosperity began to disturb the equilib- 
rium of Southern race relations. Writing of this 
epilogue to their story, the authors of One Kind 
of Freedom conclude with the hint that what 
had really been determining was the impulse 
to maintain white racial control in the after- 
math of slavery (p. 197): 

The economic system that was at last yielding 
to the pressures of change had done more in 
its time than stifle economic progress. It had 
also served the ends of race control. By defining 
a subordinate position for blacks and by limiting 
black advancement, the postemancipation econ- 
omy had served white supremacists by keeping 
the Negro “in his place." 

Paul A. David 

Stanford University 
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Planning; Fluctuations 

110 Economic Growth; Development; and 
Planning Theory and Policy 

Economics of change in less developed coun- 
tries. By David Colman and Frederick 
Nixson. New York: Wiley, Halsted Press, 
1978. Pp. ix, 309. $25.00. JEL 79-0372 
This book is difficult to classify. Presumably 
it is a sort of textbook (but not on the "princi- 
ples” of economic development, since the au- 
thors believe that no general principles exist). 
The authors explicitly choose to ignore such 
an important topic as population growth and 
economic development. And, unusual for texts 
(or “sort of” texts), they choose to make exhaus- 
tive forays into the literature, littering the 
body of the text throughout, in parentheses, 
with the names of authors who will mean noth- 
ing to the student, and with on-the-one-hand/ 


on-the-other-hand summaries of their writings. 
Aside from questions treated below with re- 
spect to content, it is hard to see how the for- 
mat of this book can serve well either students 
or scholars in the field. 

The book starts with a fairly good, fiurly com- 
prehensive chapter on the concept and mea- 
surement of development. There follows a sec- 
ond, extremely weak chapter on theory or 
theories, built around Harrod-Domar and a 
few simple extensions but largely ignoring 
some of the better, tougher, and more compre- 
hensive literature in the field — that by Harvey 
Leibenstein, Harry Johnson, and W. Arthur 
Lewis (in particular his planning work, which 
in effect provides a model for development) 
to name only three of the obvious persons 
whose works should have been treated in some 
way, not to mention other more recent works. 
No model or models that incorporate different 
sectors and specifically labor into the analysis 
are presented. It is possible, for example, to 
put Lewis’s planning model, developed by trial 
and error in his book on planning, into fairly 
simple algebra and apply it to both country 
plans and historical results. This reviewer has 
done this for Malaysia and found it instructive 
and insightful in teaching work there. But the 
authors of this book leave the reader with vir- 
tually nothing in the way of a conceptual 
framework to work with. Only slightly better 
is a sequel chapter on economic inequality and 
economic development; in fact the two issues 
are never really married, at least not theoreti- 
cally or empirically — an extensive country ta- 
ble is offered on income distribution but no- 
where is this compared with rates of growth 
in, say, per capita income as Hollis Chenery 
and others have done. 

In what seems a strange order to this re- 
viewer, Colman and Nixson then lead us 
through successive chapters on trade and de- 
velopment, the foreign indebtedness problem, 
agriculture and the world food problem, indus- 
trialization, and then back to the international 
side with chapters on the “transnational corpo- 
ration” and development, the transfer of tech- 
nology problem, and “inflation and migration” 
(with this reviewer having a little difficulty see- 
ing how these two issues really linked up one 
with another). Again the basic theory running 
through these chapters is very weak. By ac- 
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Icnowledging some fairly fuzzy criticisms of 
Bertil Ohlin and comparative advantage, and 
of factor price equalization, as “important," 
one gets the impression that the authors are 
not fully aware of Ohlin ’s great oversimplifying 
assumption of identical production functions 
in all countries. 

In spite of containing what to this reviewer 
seem like fundamental weaknesses in con- 
struct and in basic theory and conceptualiza- 
tion of the development process and issues re- 
lated to this process, this book has some saving 
graces. The world food problem gets the atten- 
tion it deserves (although I question whether 
this can be adequately done without extensive 
analysis of the population problem), as does 
the growing foreign indebtedness problem of 
LDC's, and the pros and cons of transnational 
corporate investments and related policies in 
the LDC's. This last is probably the best chap- 
ter in the book, most of the main issues being 
presented lucidly and in an interesting man- 
ner. And the authors collect at different points 
in the book some interesting and useful empiri- 
cal information to illustrate some of the issues 
they treat. Indeed, if the authors had made 
this simply an "issues" book, not tried to get 
into underlying theory in any fundamental 
way, treated the literature better, and rele- 
gated authors' names and some of the descrip- 
tion of their work to footnotes, they would 
have had a much better and more readable 
book. 

Philip W. Bell 

Rice University 

The nature of mass poverty. By JOHN Kenneth 

Galbraith. Cambridge, Mass., and London: 

Harvard University Press, 1979. Pp. viii, 150. 

$8.95. JEL 79-0373 

This small book is less pretentious, less 
trendy, and more useful than the standard Gal- 
braithian “big think” of the last 20 years. It 
invites comparison and contrast not only with 
unreadable United Nations and International 
Bank for Reconstruction and Development re- 
ports but wifli such offerings as Michael Har- 
rington’s Vast Majority [2, 1977] and Michael 
Lipton’s Why Poor People Stay Poor [3, 1976]. 
Economist readers of this journal need neither 
yawn nor turn up their noses at “the latest 
Galbraith.” 


An agricultural economist by formal train- 
ing, Galbraith remains more acutely aware 
than most of us that mass poverty — as distinct 
from the “cases” and “islands” of The Affluent 
Society [1, 1958] — ^remains predominantly ru- 
ral. The “invisible” villages from which people 
migrate to visible Calcutta or Soweto slums 
are indeed even worse than Calcutta or Sow- 
eto, much as “rational expectations” lead us 
to expect. Furthermore, the standard prescrip- 
tions of well-intentioned Committees of Ex- 
perts, Commissars, and Lords or Ladies Bounti- 
ful — land reform, farm parity, collectivization, 
green revolutions, technical education, agri- 
cultural credit, family planning, and all that — 
remain disappointing in practice, if only be- 
cause potential beneficiaries are too risk-averse 
to experiment with them. Bengal remains 
poorer than the Punjab, as Galbraith points 
out; likewise, Bulgaria remains poorer than 
East Germany. What has gone wrong so nearly 
universally? That is Galbraith's problem. 

For his solution, Galbraith is constrained to 
make his peace with such apologetic items of 
conventional wisdom as the low level equilib- 
rium trap, the backward-bending input supply 
function, the dual-economy, and even the “cul- 
ture of poverty" (Particular authors are some- 
times cited, but none of the above labels.) Rural 
folk stay poor, says Galbraith, because most of 
them “accommodate” to poverty and because 
the too-small non-accommodating minority 
leaves for the cities or for foreign parts. The 
responses to rural poverty should accordingly 
increase the size of this minority and also in- 
crease the number and attractiveness df places 
for its members to go. After enough of them 
have left, rural poverty will be largely allevi- 
ated, much as it was in rural Sweden, Scotland, 
and Ireland by large-scale immigration to 
North America. 

To reduce accommodation, Galbraith 
stresses education of precisely the “general” 
or even “other-worldly” sort that many devel- 
opment specialists attack for alienating the 
farmer’s son from rural life and pointing him 
toward the bright lights. To increase migra- 
tion, Galbraith’s hope is predominantly in 
urban development (Lipton’s “urban bias”) to 
attract and employ more and better-trained 
rural migrants than present-day Calcutta or 
Soweto are already tempting into town. Gal- 
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braith also praises inunigration opportunities, 
legal and illegal, as his international dimension. 
He insists that Western Europe’s Gastarbeiter 
will never go home again, and that “wetbacks” 
are nearly as important to Mexico and the 
United States, respectively, as Gastarbeiter to, 
say, Turkey and West Germany. The point is 
not made explicitly, but of course urban wage 
rates and social benefits will be lowered by 
pressure to absorb migrants, and the chance 
for restrictive labor organization also reduced, 
for better or worse. 

All this controverts the “small and beautiful” 
development doctrine, which would bring in- 
dustry to rural areas as is done in Japan, duly 
armed with “appropriate technology” to pro- 
vide simultaneously for rural people jobs, in- 
comes, and access to urban-type public ser- 
vices without the costs and risks and shocks 
of large-scale migration. (We ignore Khieu San 
Phang’s Utopia of spreading the poverty by 
forced urban depopulation!) 

I react along three lines. The first two are 
obvious, and I hesitate to state them. (1) Gal- 
braith’s thesis and current development ortho- 
doxy are not mutually exclusive. At issue is 
mainly the formula for their combination: how 
much resources to move industry to the coun- 
try, how much to train peasants for the city 
and then move them there? Furthermore (2) 
the right answer for Country A at time ti is 
apt to be wrong for Country B and/or time 
h. However (3), as a matter of “redressing bal- 
ances” and lessening the danger from slogans 
as thought-substitutes (“Land to the Tiller!” 
“40 Acres and a Mule!” “Basic Human 
Needs!”), this welcome Galbraithian retreat 
from cafe-society heart-throb economics may 
be a real contribution at this particular mo- 
ment and in this particular climate of the disci- 
pline (or indiscipline) of “development stud- 
ies.” 

Martin Bronfenbrenner 
Duke University and 
Federal Reserve Bank of San Francisco 
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Rich man’s, poor man’s, and every man’s 
goods: Aspects of industruAization. By Seev 
Hirsch. Institut fiir Weltwirtschaft an der 
Universitat Kiel, Kieler Studien, No. 148. Tu- 
bingen: J.C.B. Mohr (Paul Siebeck), 1977, Pp. 
xi, 150. DM42 cloth; DM32 paper. 

JEL 78-0369 

The book seeks answers to three questions 
pertaining to industrialization and trade. In the 
author’s words: “Does comparative advantage 
of different industries change in a systematic 
fashion as economies become more mature? 
Which macro or micro economic theories are 
consistent with observed patterns of industrial 
distribution of production and trade? What im- 
plications for industrialization strategies are 
suggested by these patterns?” (p. ix). The analy- 
sis is carried out by classifying 25 industries 
into three groups, depending on whether their 
output elasticity with respect to per capita in- 
comes is positive (Rich Man’s Goods), negative 
(Poor Man’s Goods), or zero (Every Man’s 
Goods). Following Hollis B. Chenery, regres- 
sion equations for a sample of 29 countries are 
used to establish statistical relationships be- 
tween output, export, and import patterns, on 
the one hand, and per capita GNP, population, 
and capital flows on the other, for these three 
groups as well as for individual industries. In 
turn, for each of the 29 countries, export-out- 
put ratios are related to skill, physical capital, 
scale, and resource variables. 

As regards the first question stated above, 
the conclusion is reached that “trade, which 
in the early stages of industrialization reflects 
mainly factor scarcities, becomes more com- 
patible. As countries get richer, they tend to 
trade more with each other and their exchange 
consists of a growing proportion of similar 
goods” (p. 105). This conclusion is hardly sur- 
prising, nor is it novel. It indicates the predomi- 
nance of Heckscher-Ohlin trade in lower in- 
come countries and what the author calls 
“Burenstam-Linder” trade for higher income 
countries. 

While the data are used to test the validity 
of various trade theories, the author has little 
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to oflFer as far as “macro or micro economic 
theories” are concerned. Market power is de- 
fined in terms of export shares without regard 
to product differentiation (p. 28); the theory 
of the exporting firm is stated without refer- 
ence to the possibility of price discrimina- 
tion (pp. 65-68); and, in developing a model 
of selling know-how, the determinants of the 
choice between this alternative and foreign 
direct investment are not considered (pp. 
71-75). 

Also, the treatment of economies of scale is 
little more than perfunctory. At one point, the 
curious statement is made that “in large coun- 
tries trade accounts for a small share of eco- 
nomic activities. The role of international trade 
in these countries may therefore be ignored” 
(p. 2). Elsewhere, it is claimed that “small coun- 
tries can do little to overcome the negative 
effects of economies of scale when these econo- 
mies pertain to the production process” (p. 71). 
And, finally, “as long as the firm is too small 
to realize the relationship between the volume 
of its sales and the price it can charge in the 
market, exports have no particular attraction 
for the firm" (p. 115). 

The first of these statements fails to consider 
the advantages of producing for export mar- 
kets. These are observed even in a country 
of the size of the United States as far as its 
technologically sophisticated industries, such 
as computer and aircraft, are concerned; little 
needs to be said of the benefits the second 
(Japan) and the third (Germany) largest indus- 
trial countries derive from trade. In turn, the 
latter two statements disregard the fact that 
firms and industries in small countries can 
grow by exporting. 

Nor is sufficient consideration given to inter- 
industry differences in the extent of economies 
of scale. The author himself does not provide 
direct estimates to establish these differences, 
and he disregards the existence of such esti- 
mates in preferring policy advice. Thus, the 
statement that “in the process of industrializa- 
tion and growth, import substitution ‘naturally’ 
precedes export promotion in every industry” 
(p. 117, italics added) would apply only if firms 
could attain economies of scale in their na- 
tional markets in all industries. If this is not 
the case, overly small firms will be built under 
an import substitution policy that may not per- 


mit subsequently entering foreign markets. 
This conclusion is strengthened if consider- 
ation is given to vertical specialization that ne- 
cessitates the production of parts, components, 
and accessories at an efficient scale. 

Correspondingly, one can hardly advise fol- 
lowing the import substitution — export promo- 
tion sequence in industries where cost is a de- 
creasing function of production volume and/ 
or vertical specialization is of importance. At 
the same time, the experience of the Nordic 
countries, Hong Kong, and, in regard to capital 
goods, several Far Eastern countries belies the 
validity of the claim that “only after it has had 
a successful ‘running in’ period in the compara- 
tively sheltered environment of the domestic 
market is the firm ready to face the rigors of 
international marketing” (p. 115). In turn, 
there have been a number of instances when 
creating a high-cost, inefficient industrial struc- 
ture behind high protection has stood in the 
way of successful export promotion. 

Vertical specialization may also involve the 
international division of the production pro- 
cess. Despite its growing importance in world 
trade, this pattern is not considered by the au- 
thor. Yet, Heckscher-Ohlin trade occurs also 
in technologically sophisticated industries 
where labor-intensive parts and components 
are produced by developing countries, and 
physical capital and skill intensity parts and 
components by developed countries. 

The root of the problem lies in the crudeness 
of the industry classification scheme utilized, 
which leaves one with the puzzle that average 
export shares in “Rich Man’s Goods” remain 
practically unchanged once the threshold of 
$300 per capita incomes has been reached. For 
the same goods, consumption shares show no 
definite pattern, indicating the production 
orientation of the classification scheme used 

(p. 26). 

These criticisms notwithstanding, one 
should welcome the effort made by the author 
to investigate a variety of trade-related phe- 
nomena and to extend the work of other writ- 
ers who generally have concentrated on a sin- 
gle country. Clearly further investigations are 
needed. 

Bela Balassa 

The Johns Hopkins University and 

The World Bank 
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General X-efficiency theory and economic de- 
velopment. By Hakvey Leibenstein. Eco- 
nomic Development Series. New York; Lon- 
don and Toronto; Oxford University Press, 
1978. Pp. X, 189. $7.50, cloth; $3.95, paper. 

JEL 79-0077 

In General X-Efficiency Theory and Eco- 
nomic Development, Harvey Leibenstein pro- 
vides a concise, well-written account of the ap- 
plication of X-efiBciency theory to a handful 
of standard problems in the theory of economic 
development. For those who are familiar with 
Professor Leibenstein’s work in the theory of 
X-efficiency and economic development, the 
ideas contained in this book will come as no 
surprise, especially since many of them have 
already appeared in print. 

In chapter 1, Professor Leibenstein eases us 
into the material of the book by sketching what 
he feels to be the shortcomings of neoclassical 
economic theory. His basic point here is that 
after the Second World War, economists, when 
they turned their attention to the problems 
of developing countries, understandably used 
the only well-developed theory at their dis- 
posal, namely the neoclassical microeconomic 
analysis (Marxists, I’m sure, would take excep- 
tion here). This analysis, Leibenstein contends, 
is in many circumstances inappropriate for the 
task because it is behaviorally not rich enough. 
To take its place. Professor Leibenstein recom- 
mends X-efficiency theory, which is so all-en- 
compassing that he considers neoclassical mi- 
croeconomic theory simply as a “special case" 
of it. 

Chapter 2 is a quick (21 page) introduction 
to X-efficiency theory. Being so concise, it suf- 
fers from a concentration of new terms that 
hit the reader at an astonishing rate. For the 
reader who is totally ignorant of X-efficiency 
theory, I think the presentation is excessively 
intense. Most succinctly, the theory is a re- 
sponse to the neoclassical idea that a uniquely 
defined production function exists which ex- 
presses a deterministic relationship between 
output and the input of capital and labor. 
X-efficiency theory says that the output that 
you get from a given combination of capital 
and labor will depend on a host of psychologi- 
cal factors, which lead the labor employed to 
put out varying degrees of effort. Conse- 


quently, observed output, which deviatai from 
the output predicted by the neoclassical pro- 
duction function, is explainable only on the 
basis of some mysterious psychological “X" 
factor — whence, the term “X-efficiency” (or 
“inefficiency,” as the case may be). In other 
words, you can lead a laborer or a group of 
laborers to a production function, but you can- 
not make them cooperate or exert maximum 
effort. This is true because the amount of effort 
they exert is a discretionary variable under 
their control; they may not act “totally ratio- 
nally” but rather, depending upon their level 
of “constraint concern” and “pressure,” they 
may “select” a lower level of rationality and 
effort (an “effort position”) and become “inert” 
at that level. 

Now if individuals in an X-efficiency world 
are less than totally rational and suffer from 
a behavioral inertia, we would expect a larger 
role to be played by entrepreneurs, whose ex- 
istence is eliminated in the frictionless maxi- 
mizing world of the neoclassical paradigm. 
Hence, in chapter 3, Leibenstein elaborates 
upon the new-found place of the entrepreneur 
in the world of X-efficiency theory. 

In chapters 4 through 8 we are presented 
with a series of standard problems in the field 
of economic development. Professor Leiben- 
stein tries to demonstrate how what appear 
to be paradoxes or contradictions for the neo- 
classical theory can easily be explained by ex- 
panding that theory to include elements of X- 
efficiency. For example, in chapter 4 Professor 
Leibenstein tackles the question of disguised 
agricultural unemployment in developing 
countries. 'The problem here is that it is posited 
that the same amount of agricultural output 
could be produced in developing countries 
with a smaller agricultural work force. Hence, 
some of the existing work force is superfluous 
and could be allocated elsewhere. However, 
the neoclassical theory contradicts this view. 
By pointing to the positive wage being paid 
in that sector, it concludes that the marginal 
product of the labor employed there must be 
positive and hence, those workers are not su- 
perfluous and if they were removed, output 
would fall. Professor Leibenstein argues that 
this seeming contradiction is easily reconcil- 
able, since the differing intensity of effort of 
the agricultural workers has not been ac- 
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counted for. According to X-efficiency theory, 
as workers are withdrawn, the remaining 
workers could simply exert more effort and 
work harder (although exactly why they would 
do this is not convincingly explained). Conse- 
quently, Leibenstein argues that one could re- 
move workers from agriculture and still keep 
output constant without contradicting the fact 
that under the previously existing effort stan- 
dards, the marginal product of the then em- 
ployed work force was positive. 

In a similar fashion Professor Leibenstein 
demonstrates in chapter 5 how equilibrium ur- 
ban-rural wage differentials can exist (and not 
be eliminated through migration), and in chap- 
ter 6 why actual and potential growth rates 
can differ in developing economies and how 
new and improved techniques of production 
(which would be immediately adopted under 
the neoclassical scheme) may not be quickly 
adopted there. Finally, we see X-efficiency the- 
ory used in chapter 7 to analyze the phenome- 
non of declining fertility rates in developing 
countries and in chapter 8 to throw light on 
the organization of state-run enterprises. 

To evaluate this book is to evaluate X-effi- 
ciency theory, since Professor Leibenstein is 
persistent in his view that this theory is more 
general than the neoclassical theory he would 
like to replace with it. It is on this score that 
I feel he has erred. X-efficiency theory, by its 
mere name, is a theory that attempts to explain 
the deviations (and the mysterious X-factors 
that account for them) that are observed from 
the results expected from the neoclassical para- 
digm. Hence, it implicitly (if not explicitly) ac- 
cepts the neoclassical results as the norm 
against which such deviations are to be mea- 
sured and supplies us with an explanation of 
the psychological frictions of the neoclassical 
theory. As such, I think it is useful and interest- 
ing, especially for our understanding of the de- 
velopment process. As a replacement for neo- 
classical theory, however, I find it too diffuse 
and lacking a set of testable hypotheses that 
do not rely upon the neoclassical theory as a 
yardstick. Evpn Professor Leibenstein’s notion 
that agents are less than totally rational is sub- 
ject to criticism, for his agents, unlike Simon’s 
boundedly rational agents, rationally choose, 
with full knowledge and full calculating ability, 
their level of irrationality. Hence, they are sfrn- 


ply paying attention to more variables than 
their neoclassical counterparts, but are other- 
wise no different from them. In short, one 
could have no quarrel with Professor Leiben- 
stein’s analysis except that it must be viewed 
in perspective. Finally, a neophyte would be 
better off to read first Professor Leibenstein’s 
earlier volume. Beyond Economic Man [1, 
1976]; then he would be in a position to antici- 
pate most of the results derived here. Still, if 
you like X-efficiency theory, you’ll like this 
book, and if you don’t, you won’t. It’s as simple 
as that. 

Andrew Schotter 

New York University 
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A structural econometric model of the Saudi 
Arabian economy: 1960-1970. By Faisal 
Safooq Al-Bashir. New York: Wiley, Wi- 
ley-Interscience, 1977. Pp. x, 134. $16.95. 

JEL 77-0958 

Saudi Arabia saw its Gross Domestic Product 
increase by 194 percent during the period 
1960-1970 (1960 to 1974 it increased 1500 per- 
cent). Such growth requires understanding not 
only of where an economy is going, but where 
it is coming from. This book primarily deals 
with the latter point. It seeks to quantify and 
explain the recent macroeconomic history of 
the Kingdom. 

The author, in producing what he avers to 
be the first published econometric model of 
Saudi Arabia, has confronted many of the prob- 
lems familiar to the applied econometrician. 
Data limitations (availability, frequency, and 
accuracy) were the most severe; only eleven 
annual observations (1960-70) were available. 
The possibility of errors in variables is large. 
Some data series were generated by applying 
constant ratios to other time series, e.g., labor 
force data in transportation and communica- 
tions were generated by applying constant ra- 
tios to the more detailed data on foreign work- 
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ers. Similar assumptions of constant ratios were 
applied to obtain data on government con- 
struction and private investment in the manu- 
facturing and service sectors. In spite of these 
data limitations, the painstaking scholarship in 
seeking solutions is commendable. 

The structural model has 25 endogenous 
variables, 6 identities, 3 depreciation parame- 
ters, and 14 pre-determined variables of which 
6 are lagged dependent, 6 are contemporane- 
ous exogenous, and 2 are initial capital stocks. 
Estimation is by ordinary least squares (OLS) 
and a modified two stage least squares (TSLS) 
on 6 instruments. 

Although the model is linear in parameters 
and variables, and therefore matrix inversion 
yields the reduced form, it is instructive to ana- 
lyze the amount of interdependence of the 
variables. The model has four blocks. The first 
block has five equations with no right-hand en- 
dogenous variables (determining income of 
five sectors). This is followed by blocks of seven 
recursive equations, five simultaneous equa- 
tions, and finally a block of two recursive equa- 
tions. Eleven equations have one right-hand 
endogenous variable and three equations have 
two. Of the right-hand endogenous variables, 
six appear in one equation, one in two equa- 
tions, and three in three equations. The inter- 
dependence of the model is minimal, e.g., 
money supply is determined by an extended 
monetary base and GNP. Money supply, in 
turn, determines a wholesale price index. Nei- 
ther money supply nor wholesale prices affect 
nor are affected by anything else in the model. 
This reviewer would like to see a more devel- 
oped monetary sector and in particular the re- 
lations between money supply, money de- 
mand, inflation, imports, and government 
spending. 

Structural estimation results were generally 
very good as measured by fl*, t, and Durbin- 
Watson; however, many of the series showed 
strong trends. One gets the impression that 
other hypotheses could have been consistent 
with the set of data used, especially since the 
modified TSLS procedure left only 5 degrees 
of freedom. Where there was departure from 
trend, such as in value of agricultural output 
in 1965 and 1967 and government appropria- 
tions for construction investment in 1970 and 
1971, the equation missed the mark. Choice 


of structure based on first differenced variables 
would have been a more discriminating selec- 
tion procedure. 

The model differs from the “typical” macro 
econometric models by starting with a supply 
identity. The Kingdom’s gross domestic prod- 
uct is defined as the GDP’s bf ^ven sectors — 
oil, agriculture, wholesale and retail trade, 
manufacturing, construction, services, and 
transportation, storage, and communications. 
This approach has the advantage of highlight- 
ing the main source of growth (oil) without 
requiring a separate export sector; however, 
it weakens the model for planning purposes 
by de-emphasizing demand. Two examples of 
the future importance of demand come from 
the Kingdom’s Development Plan, where a 
stated objective is import substitution. During 
the period of this study the country’s three 
cement plants were operating at full capacity, 
resulting in cement imports. To the extent that 
relatively more domestic gross investment is 
in manufacturing rather than in social over- 
head projects and housing, then changes in the 
distribution of demand will affect the distribu- 
tion of GDP in the seven sectors. Second, the 
new Development Plan calls for a 45 percent 
increase in manpower from 1.6 to 2.3 million 
persons. Half a million of this additional re- 
quirement will come from abroad, and yet 60 
percent of Saudi Arabia’s manpower is en- 
gaged in the agricultural sector producing only 
2 percent of the GDP. As the distribution of 
manpower changes, so will the distribution of 
income and consumption. Indeed, one would 
expect a gradual rise in the country’s marginal 
propensity to consume from the model’s esti- 
mate and with it a more significant demand 
sector. Planners should incorporate this sector 
now. 

A separate oil sub-model divides the world 
into four oil import groups. Proper signs of elas- 
ticities of oil imports with respect to price and 
income are obtained; however, a more optimal 
grouping of the 50 or so oil importing countries 
in the sense of homogeneity of various elastici- 
ties and minimization of aggregation bias is 
desirable. In addition, the model would better 
serve planners if alternative energy sources 
and suppliers were included so that cross-elas- 
ticities (income and price) could be computed. 
These results could then be used to simulate 
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the Saudi Arabian economy. TTie Saudi Arabian 
oil income was divided between the govern- 
ment and oil companies; however, estimated 
coefficients from two equations (2.10.1 and 
2.14.1) account for only 84 percent of the in- 
come. In addition, government revenue is re- 
gressed on oil income and lagged government 
revenue, although the correlation between the 
two “independent" variables is .97. The model 
is not suited for policy analysis as it now exists, 
since five of its six exogenous variables are not 
policy controlled. 

Overall, this book is well done. The author 
knows the economy of Saudi Arabia and ofiers 
many valuable insights into its economic struc- 
ture. Two especially welcome features of the 
book are a listing of the data, cross-referenced 
by equation, and the equations tried but not 
accepted along with the reasons for their rejec- 
tion. Clearly there is much room for improve- 
ment, but an excellent beginning has been 
made. 

Henry G. Rennie 

University of Toledo 

India: Population, economy, society. By R. H. 

Cassen. New York: Holmes & Meier, 1978. 

Pp. xiii, 419, $29.50. JEL 79-0382 

The size and growth of the Indian population 
is a question of more than local interest. The 
detailed study of the demographic situation in 
India by Mr. Cassen is therefore a welcome 
contribution. Despite the availability of data, 
not much has been written on the interrela- 
tionships between population growth and 
other variables in the process of Indian devel- 
opment. Mr. Cassen’s attempt to explain the 
determinants of population growth in the 
wider socioeconomic context is perhaps the 
first such comprehensive exercise. One is, how- 
ever, left with the feeling that the author has 
gone in for wide coverage rather than for an 
in-depth analysis of the interrelationships. His 
desire “to cover a wide range of topics, satisfy 
scholarly opinion and be read by the non-spe- 
cialist” makes it difficult to present a sustained, 
well-knit thesis. For example, the forays into 
the history of demographic transition in Eng- 
land, France, Japan, and some developing 
countries provide valuable insights into this 
process, but the author could have used these 
insights in building up his argument instead 


of cluttering it up with elaborate details. The 
volume would have gained in cogency and 
readability if these case studies had been 
tucked away in an appendix. Similarly, the un- 
deniably useful information on a miscellany of 
topics is interwoven so loosely with the main 
thesis that it weakens the thrust of the argu- 
ment. All this, however, does not detract from 
the intrinsic value of the author’s analysis of 
the current demographic situation including 
the nature of recent trends in fertility, mortal- 
ity, and migration and projections of the future 
population for which data have been assem- 
bled painstakingly. 

The essence of historical experience as pres- 
ented by the author illustrates the varied pro- 
cesses involved in population change and indi- 
cates clearly that there is no mechanical 
relationship between development and fertil- 
ity. But it does lend some support to the view 
that the initiation of demographic transition, 
i.e., deceleration in population growth, de- 
{>ends largely on rising real incomes based on 
wider and more secure employment. There- 
fore a strategy of development that benefits 
the poor will also initiate the demographic 
transition. Whether the poor can benefit with- 
out being in power or whether the powerful 
will feel sufficiently threatened to act more de- 
cisively in favor of the poor is the subject of 
the author’s speculation in the final chapter 
where he analyzes the future political and so- 
cial prospects of the Indian society. He is 
doubtful about the ability of the Indian govern- 
ment to bring about these basic societal 
changes and underscores the need for_an In- 
dian revolution to bring about these orderly 
changes! How exactly that can or should hap- 
pen is left "for those who live with these prob- 
lems” to answer. 

In fairness to the author it must be admitted 
that the area of interrelationships between 
population and other economic and social vari- 
ables is very hazy. There are not many well- 
established and empirically verified relation- 
ships. The main argument put forth in the book 
is that the current rate of population growth 
in India — although detriment^ to the growth 
of income per head — has not, so far, been re- 
sponsible for any substantial reduction in the 
rate of growth of total income. In fact, some 
positive contribution to total income growth 
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is attributed to the additional population of the 
1950’s and 1960’s. However, it is also argued 
that, whereas the economy is not delivering 
to people the correlates of declining fertility, 
such as better health, more education, and 
greater employment, this feilure is not due pri- 
marily to population growth itself. Mr. Cassen 
has described in detail how economic develop- 
ment so far has bypassed the poor and thereby 
also postponed the solution of the population 
problem. As he puts it: “rapid population 
growth is not a time-bomb but a treadmill. It 
postpones the day when most people in India 
can eiyoy an agreeable life.” The author be- 
lieves that employment-oriented policies will 
alleviate poverty. Generation of employment 
is viewed by him as the prime economic neces- 
sity. Given the limited potential for the cre- 
ation of urban industrial employment, the au- 
thor argues the case for employment-oriented 
rural development. Although it is believed by 
some that this might reduce the growth of total 
income, the author’s stand is that even if redis- 
tributive strategies do reduce the growth of 
total income, they are likely to have a compen- 
sating beneficial eflPect on the growth of per 
capita incomes via their impact on fertility. 

Mr. Cassen's book concludes with a substan- 
tial and exhaustive bibliography drawing upon 
a vast range of governmental, historical, aca- 
demic, United Nations, and other sources, re- 
flecting the vast and varied scope of the book. 
The book will be found very useful by demog- 
raphers, economists, and students of Indian af- 
fairs. 

P. N. Dhar 

United Nations 

Botswana: An African growth economy. By PE- 
NELOPE Hartland-Thunberg. Westview 

Special Studies on Africa. Boulder, Colo.; 

Westview Press, 1978. Pp. xiii, 151. $13.50. 

JEL 79-0084 

Penelope Hartland-Thunberg’s Botswana: 
An African Growth Economy is the fourth 
book in Westview’s Special Studies in Africa. 
It is based on government reports collected 
by the author when she was a consultant for 
the U.S. Agency for International Develop- 
ment in the fall of 1976. While there is no bibli- 
ography, clearly the major references are the 
Botswana Development Plans, reports by the 


Botswana Development Corporation, and the 
Ministry of Conunerce and Industry. The book, 
itself, reads like a largely descriptive and opti- 
mistic government report, but is weak in analy- 
sis and explanation. A nuyor part of the book 
(the appendices, pages 83-147) is devoted to re- 
prints of business regulations and official policy 
statements regarding foreign investment in 
Botswana. 

Although Botswana is the size of France or 
Texas, the author calls it small and claims that 
research on its economy from within “is a prac- 
tical impossibility.” While travel may be diffi- 
cult, it is possible, and research in the social 
sciences is encouraged and supported. Because 
the author believes Botswana “had no real co- 
lonial history,” she fails to understand the rea- 
sons for the country’s poverty and economic 
backwardness, and the problems the current 
government has in breaking Botswana’s de- 
pendence upon South Africa for jobs, manufac- 
tured goods, technology, and selected services. 
Her approach is ahistorical and analytically 
weak. Growth and development, viewed solely 
in economic terms, are used interchangeably 
and are attributed to an aggressive develop- 
ment program based on foreign investment in 
mineral extraction, and to devoted and deter- 
mined leadership working within an environ- 
ment of political stability. Botswana’s economy 
is presented as a success story worthy of close 
scrutiny and possible emulation. 

The book opens with a brief overview of the 
structure of the economy and the role govern- 
ment has played in diversifying the economy 
since independence (1966). Much of the credit 
for the expansion and diversification is attrib- 
uted to an efficient planning organization, ded- 
icated government leadership, and Botswana’s 
willingness to have expatriate skilled personnel 
serve as senior civil servants. Botswana’s eco- 
nomic dualism is described, yet no attempt is 
made to show the relationships between the 
traditional (underdeveloped) sector and the 
modem (developed) sector. The author’s por- 
trayal of traditional life is curiously misleading. 
Traditional cattle posts and grazing lands are 
called “ranches” to which, she claims, many 
“city dwellers” head on weekends. And the 
statement “most families have three homes — 
one in the village, one on the farm, and another 
at the ranch — and move from one to another 
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depending on the season” (p. 15) conveys a£9u* 
ence; most Botswana are poor. 

Each of the m^or sectors of the economy — 
transportation, agriculture, mining, manufac- 
turing and services, and foreign trade — are dis- 
cussed in turn. The Rhodesian-owned and -op- 
erated railroad that traverses the length of 
eastern Botswana is clearly of vital importance 
to Botswana’s externally-oriented economy. 
But of greater importance in the future, espe- 
cially if more and more Botswana are to benefit 
from advances in agriculture and industry, will 
be the need to develop a feeder road system. 
This is not stressed. More attention is paid to 
the psychologically reassuring Botzam road 
project and to the possibilities of a rail link 
with Walvis Bay, erroneously located in Na- 
mibia. 

Pastoralism and agriculture remain the eco- 
nomic mainstay for most Botswana nationals 
and still account for about one-third of the 
GDP, despite significant post-independence 
gains in the mining sector. They suffer not only 
from a harsh environment, but also from ar- 
chaic and inefficient land tenure systems and 
the ill effects of the migratory labor system. 
These constraints need to be emphasized. The 
significant gains and problems in the mining 
sector are correctly identified, but there is no 
analysis of their possible long-term effects. Cer- 
tainly the spread effects of mining will be mini- 
mal, and modernization and development can- 
not be based on this activity. Manufacturing 
remains in its infancy, while commerce and 
banking are expanding significantly. Although 
the economy has undergone important 
changes including growth in the GDP, in- 
creased investments in mining and transporta- 
tion, and the development of new townships, 
modernization and development have yet to 
diffuse from a few small nodes to encompass 
the population at large. Growth rather than 
development has prevailed. 

This book is primarily a review of Botswana’s 
economy and not an explanation of it. But it 
ignores many important issues such as the 
causes and consequences of the migrant labor 
system, the cobntry’s education and health 
services, the economic potentials of the Oka- 
vango Delta region, tourism, and the role of 
non-Botswana nationals in wholesaling, retail- 
ing, and other services. All deserve discussioo. 


especially Botswana’s dependence on South 
Africa for jobs. In 1975, for example, over 
34,000 men were recruited as migratory labor- 
ers to work on South Africa’s mines and farms, 
while only 62,462 persons were employed in 
the formal sector within Botswana. The origins 
of migratory labor date back to the early colo- 
nial era, and the socioeconomic consequences 
are widespread and profound. Considerable 
research on the economic impact of the system 
has been imdertaken and is underway, yet 
there is no mention of it here. Had the author 
gone beyond the bounds of government docu- 
ments, a more accurate and fuller presentation 
of Botswana’s economy could have been writ- 
ten. 

Alan C. G. Best 

Boston University 

Industrialization in Colombia: Policies, pat- 
terns, perspectives. By Jan Peter Wogart. 
Institut fiir Weltwirtschaft an der Universitat 
Kiel, Kieler Studien, no. 153. Tiibingen, Ger- 
many: J. C. B. Mohr (Paul Siebeck), 1978. 
Pp. xiii, 176. JEL 79-0093 

This monograph is one of a series that is be- 
ing published under the auspices of the Institut 
fur Weltwirtschaft in Kiel on trade and indus- 
trialization in different developing countries. 
After a brief introduction, chapter 2 presents 
a detailed description and analysis of the im- 
port substitution and export diversification pol- 
icies that have been followed in Colombia and 
an empirical exploration of the relationships 
between the external sector and industry. The 
third chapter surveys the origins, growth, and 
diversification of the industrialization process 
and attempts to measure the contributions to 
industrial development of the different trade 
strategies that have been followed. The fourth 
and final chapter attempts to isolate the major 
determinants and effects of the export diversi- 
fication that has taken place and to test the 
compatibility of this diversification with com- 
parative advantage. F’ifty-nine tables are in- 
cluded, as is a fairly extensive bibliography. 
There is no index. 

The book suffers, unfortunately, from a num- 
ber of short-comings. To begin with, the analyt- 
ical penetration tends to be a bit shallow in 
parts. In one equation, for instance, aggregate 
industrial output is used as an exogenous de- 
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terminant of industrial exports without any dis- 
cussion of possible simultaneous equations bias 
(p. 127) — this despite the fact that in an earlier 
equation, capacity to import was used as a de- 
terminant, indeed the sole determinant, of 
GDP (p. 11). In several other cases, equations 
have only one explanatory variable and/or 
seem to be much too simple for other reasons 
(e.g., pp. 20, 111). Again, in the calculation of 
the fiscal cost of export incentives there is no 
discussion of the extra output and hence tax 
revenue that such incentives generate (p. 133). 

Second, in many tables, material has been 
spliced together from several sources but no 
indication is given of how, if at all, the difiFerent 
data sets were made compatible. One case with 
which I happen to be familiar is disturbing in 
this regard. A quick reading of Table 7 (drawn 
from three difiFerent sources) suggests that 
nominal tarifiFs on apparel showed a marked 
degree of fluctuation during 1967-74. On read- 
ing the footnotes of the table, one set of rates 
for 1970, 1972, and 1974 (183, 311, and 34, 
respectively) are calculated on one basis (cus- 
toms duties as a percent of imports). The sec- 
ond set of rates for 1967 and 1974 (68 and 
80, respectively) are calculated on another ba- 
sis (average nominal tarifiFs). Furthermore, in 
reality, the true trend of average nominal tariff 
rates for apparel was slightly downward 
between 1967 and 1974, and not upward as 
even the apparently compatible data of the 
table for these years suggest. It also seems 
highly unlikely that customs receipts as a per- 
centage of imports fell dramatically from 183 
to 31 percent between 1970 and 1972, since 
there was in fact no significant change in nomi- 
nal tarifi^ rates for apparel in that period. One 
can only wonder whether in other tables, too, 
part of the observed variation reflects difiFer- 
ences in the way that variables were measured 
in the difiFerent sources from which the table 
was built up, rather than real changes in the 
underlying variables themselves. 

Third, much of the material presented in 
the tables (and also in part of the text) is rather 
dated. Only half a dozen tables contain data 
through 1975; most stop in 1973 or earlier. 

Finally, there are problems with the English 
and a number of names are inconsistently 
spelled. For example, Escanddn (p. 169) be- 
comes Escandron (p. xii) and Escandrose (p. 


7); Steuer appears as Stener (pp. 76 and 175); 
Macario becomes Marcario (p. 173). Such slop- 
piness of presentation does little to reassure 
an already nervous reader concerning the reli- 
ability of the study. 

All in all, then, although diere may indeed 
be some useful data in this book, and perhaps 
some useful analysis as well, the reader will 
need to be more than usually ceireful in sifting 
through it to find them. 

David Morawetz 

Boston University 

Social and economic inequality in the Soviet 

Union: Six studies. By Murray Yanowitch. 

White Plains, N.Y.: Sharpe, 1977. Pp. xv, 197. 

$15.00. JEL 78-W75 

Of enduring fascination for Soviet watch- 
ers — expert or otherwise — is the extent to 
which the U.S.S.R. deviates from the model 
of a classless society. With the elimination of 
private property, the source of inequality, why 
does the Soviet system still maintain substantial 
differences in rewards, status, even in some 
cases, access to basic resources? As Murray Ya- 
nowitch admirably demonstrates in Social and 
Economic Inequality in the Soviet Union, the 
question is by no means rhetorical. Yanowitch ’s 
work on inequality, stratification, and mobility 
is well known to Soviet scholars. In this latest 
research, he comprehensively explores the 
contributions of the new, empirically-oriented 
school of Soviet sociology on the issue of social 
structure in the U.S.S.R. The author relies upon 
its members’ research in discussing income dif- 
ferences, differential access to schooling, social 
mobility, decision-making hierarchies at fac- 
tory and farm, and sexual stratification. 

The new school seems intent on rejecting 
the ossified Stalinist model of “two classes and 
a stratum,” in which workers and peasants, 
marked respectively by their relation to state 
and cooperative ownership, are seen as “non- 
antagonistic” classes and are joined by the in- 
telligentsia as a “stratum.” This is not to suggest 
that within academia there now exists a group 
of muckrakers who seek to discover "who rules 
the Soviet Union.” Nor are there ideological 
levellers painting lurid portraits of rural pov- 
erty. According to Yanowitch, the contempo- 
rary Soviet view has it that “socialist society 
not only inherits social and economic inequal- 
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Ity from capitalism but reproduces it insofar 
as the urgency of continued economic growth 
requires retaining a ‘social division of labor.’ 
This is an aspect of Its ‘immaturity’ compared 
to the communist society of the future” (p. 13). 
To allow researchers to concentrate on poten- 
tially sensitive subjects, this ruse provides the 
needed smokescreen. But it ignores, as Yanow- 
itch wisely notes, the fact the inequality in the 
U.S.S.R. is always and everywhere mediated 
by political decision-making. And the issue of 
political power, like public discussion of sex 
and religion, is gingerly avoided. 

Yanowitch’s ahistorical approach diminishes 
somewhat an otherwise exemplary piece of 
scholarship. Aside from an evaluation of Lenin- 
ist principles of management, too little atten- 
tion is paid to the antecedent causes of inequal- 
ity, to the fact that stratification has been a 
cumulative process. It is worth reviewing, if 
only very briefly, the unnatural history of privi- 
lege in the U.S.S.R. Lenin’s stand on equality 
was marked by ambivalence, both theoretical 
and practical. He recognized in The State and 
Revolution [17, 1917] that “the first phase of 
Communism . . . cannot produce Justice and 
equality: differences in wealth will remain un- 
just differences, but the exploitation of one 
man by many will have become impossible.” 
Yet in the first blush of War Communism, 
worker wage differentials were considerably 
narrowed. By the end of the civil war (1918- 
21), Lenin was well aware of the need to co- 
opt “bourgeois” specialists. Opportunism won 
out; differentials were reestablished and wid- 
ened. If such inegalitarian policies were ex- 
pected to be temporary, Stalin arrived to si- 
lence the true believers. Marxian principles 
notwithstanding, Stalin denounced ura- 
vnilovka (“equality-mongering”) and aggres- 
sively promoted the infamous system of “party 
packets” (secret cash handouts) to Party lumi- 
naries and government elite. Khrushchev, as 
P. J. D. Wiles has remarked, was a populist 
who “felt morally compelled to raise peasant 
incomes and to include the collective farms 
into socialisiQ.” His success in the consequent 
effort was in marked contrast to other egali- 
tarian decisions which, often introduced 
preemptorily, were just as often effectively re- 
scinded by vested interests. 

TbiQl'present system of rewards, social and 


economic, has been fashioned then by past po- 
litical leaders. However, “the overling (al- 
though not exclusive) principle continues to 
be ‘payment in accordance with the quantity 
and quality of work’ ” (p. 24). Yanowitch claims 
that the narrowing of differentials between 
manual and nonmanual workers, between the 
more and less favored branches, and between 
the various sidll levels is not regarded by the 
Soviets as a conscious attempt to reduce ine- 
quality. Rather the trend toward greater equal- 
ity is seen as a reflection of changes in skill 
and education composition of the labor force, 
shifts in national economic priorities, labor 
force participation rate changes, etc. However 
true this may be, there can be little doubt that 
the officially sanctioned meritocratic principle 
is hedged at every turn by special privilege. 
And the great virtue of Yanowitch’s book is 
that he illuminates the judicious ways in which 
some Soviet intellectuals (oftentimes the bene- 
ficiaries of inequality) protest this privilege in 
a defective meritocracy. 

Only a small sample of Yanowitch’s findings 
can be given here. Opportunities for post-sec- 
ondary education are much greater for chil- 
dren of urban intelligentsia than for working 
class and peasant youth, though “political au- 
thorities have leaned cautiously” toward re- 
ducing this advantage. 

Studies of “social mobility,” once derided as 
an aspect of “bourgeois sociology,” have be- 
come fashionable. Ironically, this research, 
based heavily on Western stratification models, 
is designed to demonstrate just how far the 
newly-schooled worker or p>easant can go in 
an “open society.” The first tentative studies 
on perceptions of occupational prestige are 
consistent with actual income differences: 
manual workers in high priority sectors rank 
higher than nonmanual technical specialists in 
less favored industries. 

Recommendations for and experiments with 
“production democracy” at the work place 
have had little success. Lenin’s notion of “one- 
man management” does not die easily. Yanow- 
itch shows that effective “worker participa- 
tion” in industrial decision-making has run up 
against plant managers anxiously clutching 
their perquisites and resisting reform. 

In what is perhaps the best section of the 
book, the author thoroughly documents sexual 
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inequality in the U.S^.R. A socialist can take 
pride in the htct that blue-collar workers have 
gained relative to white-collar workers, unless 
the socialist is a woman. Low status white-col- 
lar work is heavily dominated by females. ‘Tra- 
ditional” and “feminist" views, both commit- 
ted in different ways to a reduction in sexual 
inequality, are thoughtfully aired, as is the issue 
of power within the institution of the family. 
Yanowitch properly eschews analogies with 
the U.S., but the bleak situation for women 
in the U.S.S.R. does invite comparison with the 
current sexual “dual labor market” theory so 
popular in Western labor economics. 

Professor Yanowitch, a long-time toiler in 
the murky fields of Soviet social science, has 
written a first-rate book on the highly differen- 
tiated layering of Soviet society. As a survey 
of Soviet contributions to social stratification 
in the U.S.S.R., the book has no competitors. 

J. Patrick Lewis 

Otterbein College 
Westerville, Ohio 

200 Quantitative Economic Methods 
and Data 

220 Economic and Social Statistical Data 

AND ANALYSIS 

Wealth and Personal incomes. By A. B. AT- 
KINSON, A. J. Harrison, and T. Stark. Re- 
views of United Kingdom Statistical Sources, 
Vol. 6. Oxford; New York; Toronto and 
Frankfurt; Pergamon Press for the Royal Sta- 
tistical Society and the Social Science Re- 
search Council. Pp. irregular. $25.00. 

JEL 79-0115 

These monographs, when combined, repre- 
sent the sixth volume in an eight-volume series 
of studies collectively entitled, “Reviews of 
United Kingdom Statistical Sources.” Co-spon- 
sored by The Royal Statistical Society and the 
Social Science Research Council, the series was 
designed to act as a reference work to the 
sources of both official and unofficial statistical 
materials relating to the United Kingdom. The 
collection is organized to allow its users (not 
just policy-oriented statisticians) to discover 
what data are available on the subject of inter- 
est, where the information may be obtained, 
and what limitations exist on the data’s use. 


Data are regarded as being available “not only 
if published in the normal printed format but 
also if they are likely to be released to a bona 
fide enquirer in any other form, such as dupli- 
cated documents, computer print-out or even 
magnetic tape” (p. ix). Data sources for each 
topic are comprehensively covered at the level 
of national interest, implying that most data 
sources of a “purely local character” are ex- 
cluded. 

Since the series will primarily be employed 
as a reference tool (or so it was designed), spe- 
cial features have been incorporated to facili- 
tate such use. First, each review is arranged 
in a relatively standard form. A brief summary 
of the subject heading concerned is presented, 
emphasizing data collection methodology, 
measurement, time frame, reporting units, and 
the processing of returns. Core sections on 
available data sources follow and are arranged 
at each author’s discretion. The final section 
of each review devotes itself to a discussion 
of the data’s shortcomings and possible im- 
provements. 

Secondly, detailed information concerning 
statistical series and other pertinent data is 
given in a “Quick Reference List” at the end 
of each review. Characteristics such as type 
of data, breakdown, geographic area, author/ 
organization responsible for collection, fre- 
quency, and text references are presented. 

A third special feature incorpiorated in all 
reviews is an attempt at reproducing the ap- 
propriate forms and/or questionnaires used in 
collecting the data. Such information allows 
the series' users to determine what tabulations 
may be made and aids in clarifying the basis 
of calculations already performed. 

The specific aim of the review entitled 
Wealth is to describe the main sources of statis- 
tical information concerning the distribution 
of wealth in Britain’s personal sector, including 
households, personal trusts, and unincorpo- 
rated businesses. The material is presented in 
seven relatively brief sections (the longest is 
ten pages) with the first serving as an introduc- 
tion/definition/plan of work section. In that 
section, wealth is defined to include “all assets 
(and liabilities) which could convey command 
over resources” (p. 8). Obviously, then, this 
specification introduces the valuation problem 
with which the authors deal by considering 
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two different bases — valuation on a realization 
basis and valuation on a going-concern basis. 
The former refers to the value obtained in a 
sale on the open naarket at a specific time, and 
the latter process values an asset on the as- 
sumption that it is retained by its owner. 

Other definitional questions concern geo- 
graphic coverage and units of analysis. In these 
areas, the review basically concerns itself with 
nuclear families and individuals in Great Brit- 
ain (some data for Northern Ireland are consid- 
ered). 

Section 2 of the review describes the process 
by which estate duty statistics are obtained and 
the form in which they are published. These 
data are of primary importance in determining 
estimates of the distribution of wealth in Great 
Britain via the estate method (described be- 
low). Estate duty statistics are collected by the 
Inland Revenue and relate to the estates of 
certain individuals dying in a given financial 
year. Under the current system of taxation, 
death is the only occasion on which the assets 
and liabilities of individuals are revealed to 
government officials, and appropriate duties 
are applied. The Inland Revenue then draws 
a sample from the estates reported to it and 
publishes the details of estates based on this 
sample. Sample data are classified by the size 
of the estate and the sex and age of the de- 
ceased. 

Generally, three methods exist that allow 
one to estimate the distribution of wealth — 
the estate method, the investment income 
method, and the sample survey method, E)ach 
estimation technique is discussed by the au- 
thors; the first being the estate method to 
which Section 3 devotes most of its space. The 
official wealth estimates produced by the In- 
land Revenue are calculated using the estate 
method. It involves “the multiplication of the 
total number and value of estates in each cell 
by the appropriate mortality multiplier (which 
is the reciprocal of the mortality rate)” (p. 18). 
Cells are classified by estate size and age and 
sex of the decreased. A detailed critique of the 
Inland Revenue estimates rounds out Sec- 
tion 3. 

The fourth section of the review reports on 
unofficial estimates of the distribution of 
wealth generated by academic investigators 
using the same data source described in Sec- 


tion 3. The studies summarized differ in many 
respects, yet the most important differences 
appear to be in the types of mortality multipli- 
ers employed and the treatment of the missing 
observations from the estate duty returns. This 
section also addresses the problem of consis- 
tency in the data over time. 

The next section discusses two alternative 
Wealth estimation techniques. The Investment 
Income or Giffen method employs income tax 
data to determine the size distribution of in- 
vestment income. This distribution is then cap- 
italized, via the application of yield multipliers, 
to obtain the distribution of wealth. Because 
of its deficiencies, this method seems to be an 
unlikely candidate for replacing the estate 
method as the official technique. 

The best-known surveys concerning wealth 
are also described in Section 5. They include 
the Oxford Savings Survey, the Essex Poverty 
Survey, and the Economists Advisory Group 
Survey. Each is summarized and deficiencies 
are noted. 

Section 6 outlines other sources of informa- 
tion that relate to personal wealth-holding, yet 
provide no insight into the size distribution 
of total wealth. Balance sheet data are consid- 
ered in the first part of the chapter, while data 
on holdings of individual assets such as houses, 
automobiles, and financial instruments are dis- 
cussed in the remaining paragraphs. 

The last section of the review briefly dis- 
cusses improvements in data collection and es- 
timation methods, and fourteen specific rec- 
ommendations of a rather technical nature are 
made. 

The second monograph in the volume is en- 
titled Personal Incomes. This review concerns 
itself with the sources of data (primarily official, 
postwar) on particular types of personal in- 
come measures for the United Kingdom. The 
base concept of personal income employed is 
that of orthodox national income accounting, 
namely, “the flow of receipts over a period 
of time to the personal sector of the economy” 
(p. 9). The United Kingdom’s personal sector 
is composed of “individuals, groiq>ed in either 
families or households, unincorporated busi- 
nesses, charities, some educational institutes 
and life assurance and superannuation funds” 
(p. 9). 

Section 2 deals with the topic of aggregate 
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personal income; its definition and primary 
sources, the expenditure items included, 
methods of estimation, personal disposable in- 
come (nominal and real). Northern Irish data, 
and historical (pre-war) data. The authors note 
that the aggregate personal income variable 
is the most important because it forms a basic 
control total to which any study employing 
personal income data must relate. Methods for 
evaluating the reliability of data used and crit- 
ical evaluations complete this section. 

The third section concentrates on the dis- 
tribution of personal income and its relation- 
ship to aggregate personal income. There are 
currently six oflBcially published sources of data 
that can be used for income distribution analy- 
sis (another is forthcoming) and all attempt to 
quantify the size and/or type of income accru- 
ing to individuals, whether grouped in income 
tax paying units, households, or on a per capital 
basis, over a specific period of time. The 
sources include the Inland Revenue, the Cen- 
tral Statistical Office, the Family Expenditure 
Survey, the General Household Survey, the 
New Earnings Survey, and the Department of 
Health and Social Security. Definitions of in- 
come, accounting unit, data collection method- 
ology, and cross-tabulations of income size with 
population characteristics all vary depending 
upon the data source used. Section 3 also re- 
views the three reports issued by the Royal 
Commission on the Distribution of Income and 
Wealth, notes two sources of forthcoming in- 
come distribution data, and considers income 
items omitted from consideration. 

Section 4, entitled "‘Special Data Sources,” 
lists several income data sources for specific 
groups of people or categories of income. No 
aggregate picture can be obtained from these 
sources, yet their potential for use as a supple- 
mental source of income data is great. Special 
sources include data on specific occupations 
and professions (doctors, dentists, etc.), official 
Social Security data, and unofficial data on low 
incomes and poverty. 

Section 5 considers the problems and diffi- 
culties associated with an attempt at matching 
the varied official published sources of income 
distribution data, discusses three gaps in the 
present array of available statistics, and cites 
possible improvements to the current presen- 
tation of official statistics so that interpreta- 


tion and expansion difficulties can be reduced. 

In general, both reviews accomplish tbe 
stated purpose of the entire series, that is, ‘'to 
act as a work of reference to the sources of 
statistical material of all kinds, both official and 
unofficial” (p. ix). Each revie^ is well written 
and concise, leaving hypothesizing and coqjec- 
ture for other publications. It is also fairly obvi- 
ous that each survey was carefully developed 
(numerous references and explanatory notes), 
and each is well documented with numerous 
tables. This reviewer was especially impressed 
with the quality and quantity of data presented 
in the “Quick References List” of each review 
and with the specimens of the official reporting 
documents listed in the appendices. The seven 
specimens reproduced for the incomes’ review 
were of particular interest. 

A quote on the back cover of this volume 
attributed to Britain’s Social and Economic Ad- 
ministration states that: 

any social scientist busy digging out data for his 
research will have ample cause to thank particu- 
lar authors of these reviews for sparing him the 
time-consuming task of ensuring that he will at 
least find what has appeared during the past 
thirty years without undue effort. 

I think that this passage may be typical of 
alleged British understatement. 

Thomas F. Davis 
Federal Council on the Aging 
Washington, D.C. 

300 Domestic Monetary and 
Fiscal Theory and Institutions 

310 Domestic Monetary and Financial 
Theory and iNsimmoNs 

Money and capital markets in postbellum 
America. By John A. James. Princeton, N.J.; 
Princeton University Press, 1978. Pp. xv, 
293. $16.00. JEL 78-0923 

This book is primarily a study of commercial 
banking in the postbellum period. The author 
views his work as an example of the New Elco- 
nomic History, but to those in the areas of mon- 
etary economics and finance, the content of 
the volume will seem sufficiently institutional 
in its orientation to make it a clear example 
of a historical study. 

After an introductory chapter, the author 
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IH'Ovides an overview of the growth of the 
hunlring system after the Civil War and in 
chapter 3 reviews the type of credit instru- 
ments held as assets in commercial bank port- 
folios during the period. In chapter 4, the 
author discusses the character of the cor- 
respondent bank practices of the period, which 
tied rural banks to those in the larger cities, 
and in chapter 5 discusses regional flows of 
funds between banks with particular attention 
to the development and spread of the commer- 
cial paper market. Chapter 6 is a review of 
the alternative hypotheses that have been de- 
veloped to explain the sharp decline in re- 
gional interest rate differentials that occurred 
during the late nineteenth century. The alter- 
native hypotheses include Lance Davis’s 
[1965] view that the spreading of the commer- 
cial paper market enhanced capital mobility, 
Richard Sylla’s [2, 1969] view that the Gold 
Standard Act of 1900 reduced barriers to entry 
for national banks and thus broke down local 
monopoly power of banks, and the final alter- 
native that these difiierentials merely repre- 
sented regional differences in risk or transac- 
tions costs. 

On the whole, the book contains very little 
in the way of new analytical insight or useful 
quantitative evidence. The regression results 
and tests underlying the hypothesis are consid- 
ered by the author to be too “esoteric” for 
inclusion in the book, and the reader is re- 
ferred to journal articles instead. This seems 
an unfortunate decision for a book that is pub- 
lished by a university press, for it leaves this 
fairly brief book as primarily a review of insti- 
tutional information and devoid of much ana- 
lytical content. 'The first three chapters in par- 
ticular are much more in the realm of a history 
textbook rather than analytical research mate- 
rial. In chapter 4, James argues that the devel- 
opment of correspondent balances provided 
a sophisticated structure, which linked the in- 
dividual bank units of the postbellum banking 
system, and furthermore that this structure 
served as a substitute for nationwide branch 
bsmldng. However, even James seems to recog- 
nize by the end of the chapter that the exis- 
tence of correspondent banking practices 
hardly provides evidence of the ability of the 
banking system of that period to efficiently 
allocate resources. This is because the chaxac- 


ter of correspondent relations insured that 
funds had to flow from rural to urban areas, 
from West to East, from what in fact were high 
interest rate areas to low, without providing 
urban banks with the access to rural lending 
opportunities as would have occiured in a 
branching system where branches could origi- 
nate both deposit and lending opportunities. 
Indeed, from the standpoint of monetary eco- 
nomics just the reverse of James’s hypothesis 
seems more logical. ’That is, the nature of corre- 
spondent banking required rural areas to trans- 
fer a portion of their asset portfolios from local 
potential investment opportunities into idle 
balances, which were then used by urban 
banks to finance their local investment. 'Thus, 
the interest rate differentials may have been 
caused instead of cured by the structure of cor- 
respondent 4>ankingl James also recognizes 
that the development of the commercial paper 
market did not seem to provide a mechanism 
for reversing this inevitable transfer of re- 
sources. Throughout these chapters James’s ev- 
idence consists of quotations drawn from con- 
temporary observations. While such quotations 
may provide useful insight for framing hypoth- 
eses, as a source of evidence for testing hypoth- 
eses they are likely to be viewed by economists 
as rather casual empiricism and hardly as sub- 
stantive evidence to support hypotheses, espe- 
cially since the quotations are generally one- 
sided with respect to their sources (for the most 
part statements by bankers). 

With regard to the shsup decline in regional 
interest rate differentials that occurred near 
the end of the century, James states J:hat his 
regression analysis (not reported in this book) 
indicates that neither the presence of risk dif- 
ferentials nor the progression westward of the 
commercial paper market seem to explain the 
decline in interest rate differentials, but rather 
that the explanatory factor was the increase 
in banks. However, according to James, it was 
not the growth in the number of national banks 
as Sylla [2, 1969] suggested, but the growth 
in the number of state banks that broke down 
local monopoly power of banks. This conclu- 
sion, if correct, of course would prove rather 
directly that the correspondent banking sys- 
tem could not have been an effective substitute 
for a competitive system of nationwide branch 
banking (James’s hypothesis in chapter 4), a 


Book Reviews 


1487 


conclusion James never notes. Nor does this 
result seem a very thorough answer to the de- 
cline in regional interest rate differentials. 
James never touches on some of the relevant 
questions implied by his view, such as why the 
growth in the number of state banks acceler- 
ated. Were there any monopoly profits during 
the period? Did these monopoly profits fall 
with new entry? Once again, James’s conclu- 
sions are inconsistent, since he suggests that 
there was flexibility in the capital requirements 
in most states for private and state banks 
throughout the postbellum period. But this 
flexibility implies that the barriers to entry 
should not have been strong enough to have 
sheltered monopoly profits and maintain inter- 
est rate differentials. In other words, James's 
view is that the growth in the number of pri- 
marily state banks eroded monopoly power to- 
wards the end of the 1800’s, which resulted 
in the narrowing of interest rate differentials. 
Since James provides no clear evidence of sig- 
nificant changes in barriers to entry, why did 
not the number of state banks grow earlier, 
and why was not this monopoly power and 
hence interest rate differentials eroded much 
earlier in the postbellum period? 

Overall, this book clearly lies within the dis- 
cipline of history and may appeal to profession- 
als in that area. To those who are trained in 
the disciplines of economics and finance, it has 
much less to offer, especially since the relevant 
empirical material has been omitted. At best 
this book may be useful as a reference for insti- 
tutional information pertaining to that period. 
Moreover, to an economist it seems disturbing 
that a book with this title has no discussion 
or analysis of the government bond markets, 
especially the market for federal debt which, 
of course, had grown large as a result of the 
financing of the Civil War and thus presumably 
must have had a substantial impact on com- 
mercial bank behavior during the postbellum 
period. In general, it is very hard to view this 
volume as a satisfactory analysis of the period 
between the Civil War and the beginning of 
the Federal Reserve System. At best it seems 
to fall halfway between being a limited text- 
book on financial history and a work of analyti- 
cal economic research, and as a result will 
probably satisfy neither historians nor econo- 
mists. Reading this book, economists are likely 


again to ask the question of how much econom- 
ics is there in the New Econtnnic History? 

Marie Euzabeth Sushka 
Boston University 
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Federalism: Failure and success: A compara- 
tive study. By URSULA K. HiCKS. New York: 
Oxford University Press; London; Macmillan 
Press, 1978. Pp. ix, 205. $19.50. 

JEL 79-0430 

This brief and very readable volume com- 
prises ten case studies of the development — 
or decay — of federalism, principally since 
World War Two, and principally in African and 
Asian countries with which the author is per- 
sonally familiar, and which help elucidate the 
problems confronting new federations. Well- 
established federations like the United States 
and Canada are excluded, apart from brief 
comments in the concluding chapter. Also ex- 
cluded as not being truly democratic are the 
so-called federations in Latin America, Eastern 
Europe, and the Middle East. 

Each of the case studies is treated histori- 
cally, this approach being preferred not only 
to legal interpretation but also to economic 
analysis — despite the author’s standing as a 
public finance economist. Three reasons for 
this approach may be deduced from the pref- 
ace. The first is that it demonstrates that abso- 
lute values attach to neither “failure” nor “suc- 
cess,” both having been “throughout history 
. . . intermingled." For this reason Australia 
and Switzerland are included among the case 
studies as examples of federations that have 
experienced “awkward corners” but have sur- 
vived even threats of secession without civil 
war (chap. 7). The second reason is that federal- 
ism itself is not an unchanging concept akin 
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to one of the external verities. The historic type 
of coordinate (or layer cake) federalism has 
everywhere now been replaced by cooperative 
(or marble cake) federalism, with the result 
that intergovernmental relations have become 
matters of vital political, social and economic 
concern in all federations. The third reason 
for the historical approach is that it highlights 
the sociological and cultural factors that the 
author regards as "essential for a proper under- 
standing of federal failure and success," but 
which are only too apt to be forgotten by econ- 
omists. 

In the formation of federations, economic 
factors such as the advantages of free trade 
have usually been overshadowed by the need 
for common defense against external pres- 
sures. In the postwar years such pressures were 
reinforced by the process of decolonization, 
with the retiring colonial powers, notably Brit- 
ain but also France and the Netherlands, press- 
ing their dependencies to unite into politically 
and economically viable units. This develop- 
ment was the more notable, since at the time 
Harold Laski’s view that federalism had out- 
lived its usefulness had become widespread in 
British political circles [1, 1939]. This view was 
strengthened by current economic and fiscal 
trends, particularly the assumption by central 
governments of increased responsibility for full 
employment, social security, and (more re- 
cently) environmental protection, and at the 
same time the centralization of a larger share 
of the available tax resources. However, as 
noted in the concluding chapter, these tenden- 
cies were more evident in the established fed- 
erations than in the undeveloped countries. In 
India the central government’s powers in rela- 
tion to the states, which were already strong 
under the Constitution, were indeed enhanced 
following the establishment of the National 
Planning Commission in 1950 (chap. 5A). Nev- 
ertheless India has not turned from federation 
to complete unification as South Africa did at 
an earlier date, but for reasons that were 
clearly political and racial rather than eco- 
nomic (chap. 2A). It may also be noted that 
Pakistan and Nigeria, after periods of civil war 
and unitary military government, now give 
promise of a return to revised forms of federal- 
ism (chtips. 5B and 6). The only example of a 
postwar Hederation developing into a unitary 


state cited by author, but not extensively dis- 
cussed, is the Cameroon Republic created by 
the union of former British and French trrist 
territories; but the main motive again seems 
to have been not economic but the removal 
of linguistic and other traces of their colonial 
dependence and separation. 

From the evidence presented in this volume, 
it would seem that economic factors have a 
more significant role in the break-up than in 
the formation of federations. Unavoidable dis- 
parities in the economic strength and re- 
sources of the federating units serve to en- 
hance any ethnic, cultural, or other differences 
making for dissolution. To the summary of such 
factors given in the final chapter, one might 
perhaps add the postwar role of the United 
Nations in admitting to membership any self- 
governing territory no matter how small, 
thereby granting it access to international aid 
and giving local leaders an exaggerated sense 
of their own importance. In these circum- 
stances weaker units that fear domination by 
the stronger may well decide against federa- 
tion as happened in British East Africa (chap. 
2B), or they may decide simply to federate 
among themselves, as Malaysia did without Sin- 
gapore (chap. 3B). On the other hand the 
stronger units may themselves decide to with- 
draw lest the weaker ones become an undue 
burden on them, as Jamaica and Trinidad with- 
drew from the British West Indian Federation 
(chap. 3A). In other circumstances the stronger 
units may resort to civil war to prevent the 
secession of the weaker units, successfully as 
in Nigeria (chap. 6), or unsuecessfuil)^^ as Paki- 
stan failed to prevent the secession of Bangla- 
desh (chap. 5B). The author obviously has a 
close personal knowledge of some of these 
countries, derived in part at least from service 
as a consultant, and some of her chapters have 
the vividness of an eyewitness account, or even 
a war correspondent’s dispatches. 

Interesting as this volume is, it is marred 
by many misprints and a standard of proofread- 
ing far below what one would have expected 
from the Oxford University Press. Judging also 
from the Australian sections, with the subject 
matter of which the present reviewer is natu- 
rally most familiar, there are also some quite 
serious misstatements and misinterpretations 
of fact. It is simply not true to say that Casey 
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was the first Australian Governor General (p. 
145), that there was a serious secession move- 
ment in South Australia and Tasmania in the 
early 1930’s (p. 149), that the entire federal 
debt was redeemed during the war (p. 153), 
or that the Grants Commission found it impos- 
sible to evaluate the true position of state bud- 
gets (p. 184). These examples suggest that 
while the student may derive much stimulus 
from this volume, he would be well advised 
to go to other sources for his facts.* 

WiLFHED PHEST 

Emeritus 

University of Melbourne 
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Public policy and the corporation. By Mervyn 
A. King. Cambridge Studies in Applied 
Econometrics, No. 3. London: Chapman and 
Hall; New York; Wiley, Halsted Press, 1977. 
Pp. xiv, 309. $25.00. JEL 78-0741 

This is a substantial theoretical and empirical 
study of some important aspects of corporate 
financial behavior. The central theme of the 
book is the impact of alternative corporate tax 
systems on the use of different sources of fi- 
nancing and on dividend policies. However, 
other related issues also receive considerable 
attention. 

After a brief introductory review of the evo- 
lution and the present status of corporations 
in the modern economy (chapters 1 and 2), 
the author outlines alternative systems of cor- 
porate and personal taxation and their use as 
a tool of public policy (chapter 3). He then 
analyzes the impact of taxation on the optimal 
corporate financial policy, first under condi- 
tions of certainty (chapter 4). His analysis is 
clearly and logically developed, largely in alge- 
braic terms, and the conclusions are, for the 
most part, straightforward and non-controver- 
sial, as one would expect them to be in the 

‘ Such as Ronald L. Watts [2, 1966]. 


absence of a consideration of uncertainty. 

Chapter 5, doubtless the most important the- 
oretical chapter in the book, which explicitly 
introduces uncertainty, is both more challeng- 
ing and thought provoking. Professor King be- 
gins by criticizing the conventional neoclassi- 
cal models of the firm’s financial behavior for 
failure to analyze the role of the stock market. 
He then discusses briefly the Arrow-Debreu 
model with its concept of contingent commod- 
ity (distinguished not only by its physical char- 
acteristics but also by the “state of the world” 
at the time of its availability) and points out 
what he considers to be the model’s serious 
weakness insofar as the corporate system is 
concerned. Since the number of corporations 
in existence is rather limited. King finds unac- 
ceptable the assumption that there are as many 
contingent commodity markets as there are 
states of the world. In the actual economy with 
an incomplete set of Arrow-Debreu markets, 
each firm has a monopoly of a particular pat- 
tern of returns across states of the world. In 
such an economy, the stock market has an im- 
portant function to perform, not only as the 
market for shares in which individuals may 
spread risks or speculate, but also as “the arena 
where we observe individuals and groups 
fighting for control of particular companies” 
(p. 130). Under these conditions, both the 
stockholders and the memagements influence 
corporate policy, and there is a need to inte- 
grate the neoclassical and the managerial theo- 
ries of the firm. 

King proceeds to demonstrate, by means of 
both algebraic derivations and simple numeri- 
cal examples, that: (a) when the firm can affect 
the prices of the commodities its shareholders 
buy or sell, one cannot assume that the policy 
of share price maximization is in its sharehold- 
ers’ interest, and (b) when there are differences 
in the shareholders’ utility functions and sub- 
jective expectations, there may be a serious 
conflict of interest between different groups. 
He suggests a managerial model in which there 
is a given number of firms and a given number 
of management teams, which compete for the 
right to run particular firms. Any team can 
challenge the existing management by propos- 
ing an alternative polidy and making a take- 
over bid. The shareholders may then express 
their choice by vote between the existing man- 
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agement team and the rival team. The greater 
the difierences between individual sharehold- 
ers’ preferences, the stronger wiU be the posi- 
tion of the management team already in 
power. 

While this is an interesting theoretical prop- 
osition, is it realistic enough to be accepted 
even as a first approximation to the actual 
world? King provides some empirical evidence 
on the significance of the “take-over” factor, 
based on the data for British corporations over 
the 1951-71 period, in chapters 6 and 7. In 
the first of these econometric models of divi- 
dend behavior are discussed. Several earlier 
modeb (of Jan Tinbergen, Franco Modigliani, 
Sergei Dobrovolsky, and John Lintner) are re- 
ferred to briefly, and then an alternative model 
is presented in which the pay-out ratio b de- 
pendent on the level of pre-tax income, the 
tax variables, and what King calls the "signal- 
ing mechanism” — the management’s use of 
dividends to convey information to the stock- 
holders. Thb signaling mechanism is supposed 
to be used regularly in connection with the 
take-over threats: when such a threat b pres- 
ent, the management will raise the dividends 
as a signal to the shareholders that they should 
vote to reject the take-over bid. King reports 
that there is “some econometric evidence that 
take-over activity does aflFect corporate divi- 
dend policy” (p. 196). In the second of these 
chapters, a model of the debt-equity ratio b 
presented and tested. King reports that signifi- 
cant results have been obtained by relating 
the target debt-equity ratio not only to the tax 
incentives but also to the amount of take-over 
activity going on in the economy. These empir- 
ical results are interesting but seem to provide 
at best only partial support to King’s theoreti- 
cal model developed in chapter 5. To my 
knowledge, there has been no comparable em- 
pirical study based on the U.S. corporate data. 
It would, of course, be interesting to know if 
the take-over factor has had a comparable sig- 
nificance in the American corporate system. 

In hb final chapter. King goes back to theory 
and discusses the attributes of “optimal” and 
’’nondistortionary” corporate tax systems. He 
does not believe that an optimal system could 
be designed without more knowledge about 
the incidence of the corporate tax than we 
hav<B at the present time. The task of designing 


a nondistortionary system, in which the finan- 
cial cost of capital b equal to the real rate of 
interest, b less formidable. He identifies two 
nondbtortionary cases; (1) an integrated sys- 
tem with true economic depreciation and in- 
terest-deductibility and (2) a classical system 
with free depreciation and no tax deductibility 
for interest payments. Of these two schemes, 
he finds the second one more appealing. 

To sum up. King’s book b a highly significant 
and challenging contribution to the exbting 
literature on corporation finance. However, 
many questions remain unresolved; and of thb 
problem he b fully cognizant; “The final con- 
clusion of this book must be that in a world 
of uncertainty there is a great deal about the 
behaviour of companies and their response to 
public policy which we do not as yet under- 
stand” (p. 252). 

Sergei Dobrovolsky 
University of Kansas 
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International Economic Integration 

The Commonwealth Caribbean: The integra- 
tion experience: Report of a mission sent to 
the Commonwealth Caribbean by the World 
Bank. By Sidney E. Chernick. A World 
Bank Country Economic Report. Baltimore 
and London; Johns Hopkins University Press 
for the World Bank, 1978. Pp. xv, 521. 
$22.50. cloth; $7.50, paper. JEL 79-0448 
The Commonwealth Caribbean refers to the 
twelve English-speaking Caribbean territories 
Jamaica, Trinidad and Tobago, Guyana, Barba- 
dos, Grenada, St. Vincent, St. Lucia, Dominica, 
Antigua, St. Kitts-Nevis, Montserrat, and Be- 
lize. The federation between a subset of these 
twelve collapsed in 1962. Jamaica as well as 
Trinidad and Tobago achieved political inde- 
pendence in 1962; Barbados and Guyana, fol- 
lowed suit in 1966. These four are the more 
economically advanced of the countries seek- 
ing integration, the other eight constitute a 
less developed sub-group. 

The recent integration efi^ort in the Com- 
monwealth Caribbean involves the 1968 
agreement on a Caribbean Free Trade Area, 
CARIFTA, which evolved into the Caribbean 
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Conmuinity and Common Market, CARICOM, 
in 1973. lire main aim of CARIFTA was an 
increase in regional economic welfare through 
trade liberalization and regional cooperation. 
Hiis aim is to be pursued more intensely within 
CARICOM whose goals also include coopera- 
tion in the provision of public services and for- 
eign policy coordination. The Eastern Carib- 
bean Common Market (ECCM), an integration 
experiment within the broader attempt at 
Commonwealth Caribbean integration, was 
formed in 1968 among the seven eastern Ca- 
ribbean islands of the less developed sub- 
group. Belize joined CARIFTA in 1971. 

The Report evaluates the integration experi- 
ence in the Commonwealth Caribbean, simul- 
taneously assessing prospects and suggesting 
policies and programs with respect to trade, 
monetary, and fiscal arrangements; population, 
manpower, and employment; transport, agri- 
culture, tourism, and manufacturing industry. 
Discussions on the distribution of benefits from 
integration and on a statistical system for Ca- 
ribbean integration are included. An ample, 
extremely informative, but inevitably discon- 
tinuous statistical appendix completes the 
Report. 

Both CARIFTA and its successor CARICOM 
attempt trade liberalization among a set of 
small, open economies. Both organizations had 
to confront the fact that imported inputs from 
outside the region are important for local pro- 
duction. The Exemptions List of CARICOM 
attempts to accommodate the Common Exter- 
nal Tariff to the necessity for extra-regional 
imports of inputs. This as well as the existence 
of different degrees of quantitative protection 
nationally “make for a regional trade regime 
which is not very rigorous” (p. 37). CARICOM 
is described as a “disguised free trade area 
rather than a common market or customs 
union” (p. 197). The monetary arrangements 
of CARICOM aim at economizing on the use 
of international currencies in intraregional 
payments, at providing members with balance- 
of-payments assistance, and at directing finan- 
cial resources to the relatively less developed 
members of the Community. Free intrare- 
gional capital flows are, for cogent reasons, dis- 
couraged. Agreements on double taxation and 
the harmonization of fiscal incentives to indus- 
try are features of CARICOM. 


The chapter on “Population, Manpower and 
Employment” is among the more interesting 
in the Report, partly bMause people are 
CARlCOM’s “greatest natural resource" (p. 
56), and partly because employment problems 
present the challenge to the development of 
the CARICOM countries. Ibe decade of the 
1960’$ witnessed a rise in the population of 
working age, a fall in the size of the labor force, 
and a decline in the employment rate of even 
this decreased labor force. While population 
growth rates are low relative to some other 
developing countries, uneven population 
growth by age group makes for a predomi- 
nance of young adults and adolescents of work- 
ing age in the population. An anticipated re- 
duction in emigration opportunities, which 
have historically moderated natural increase, 
and a youthful, urban-oriented population fore- 
bodes more serious unemployment problems. 
Unemployment rates are related to the “wage- 
gap” between the organized and unorganized 
labor markets and the queuing by young mem- 
bers of the working age population for employ- 
ment in the organized sector — the public ser- 
vice sector and the enclave industries such as 
oil, bauxite, and luxury tourism. Intraregional 
mobility of labor is not a feature of CARICOM. 

An adequate regional transport network is 
a sine qua non for the integration of economi- 
cally open territories dispersed through the 
Caribbean. The Report identifies and discusses 
the problems associated with the operation of 
this sector and indicates a regional transport 
strategy. 

The agricultural sector despite its recent de- 
cline is still among the important generators 
of CARlCOM’s income, employment, and for- 
eign exchange. The major structural prob- 
lems — inefficient land tenure, inadequate sup- 
ply of complementary inputs, inefficient 
agronomic practices — and the implications of 
these for employment and income, are dis- 
cussed. The regional integration experiment 
has hardly impinged on agriculture. The mech- 
anisms for regional cooperation in agriculture 
are described and evaluated; so too are the 
problems of, and prospects and policies for, 
the region’s major crops, sugar and bananas. 

The growth, problems, and prospects of the 
tourism industry are described and analyzed. 
The demand for and the supply of tourist facili- 
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ties, seasonality, and price competitiveness and 
the benefits and costs of the tourist industry 
to the region are given rather detailed treat- 
ment. The linkages between tourism and other 
sectors, it is emphasized, are weak or non-exis- 
tent. 

The four relatively more developed coun- 
tries dominate the manufacturing sector. Im- 
port substitution using mainly imported inputs 
has been the industrialization strategy in the 
region whose major basic resources outside ag- 
riculture are bauxite, petroleum, and natural 
gas. The CARIFTA experience and the options 
and prospects for specific industries under 
CARICOM are examined. The chapter con- 
cludes with a section on manufacturing in the 
relatively less developed member territories. 

The book is useful for those interested in 
economic integration between small countries. 
It is invaluable for those researching the British 
Caribbean. The Bank performs an invaluable 
service by publishing such information and 
analysis. 

John Iton 

McGill University 
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520 Business Finance and Investment 

Factors in business investment. By Robert 
EIisner. National Bureau of Economic Re- 
search General Series no. 102. Cambridge, 
Mass.: Lippincott, Ballinger, for the NBER, 
1978. Pp. xxiv, 219. $17.50. JEL 79-0479 
The behavior and determinants of business 
investment constitute a subject of the very first 
importance, and in this book Professor Eisner 
presents the results of a lengthy and systematic 
analysis of a unique body of data — the individ- 
ual returns from over 700 companies (suitably 
coded to preserve confidentiality) to 14 annua! 
surveys conducted by the McGraw Hill Pub- 
lishing Company from 1956 to 1969. These re- 
turns have the special advantage that the com- 
pany was asked to state, in quantitative form, 
its expectations about future sales and future 
capital expenditure. 

The number of important questions that can 
be tackled with data of this kind is legion, jmd 
Professor Eisner almost drowns one in a sea 


of regression equations. At one extreme he 
puts all the results for all the 700 companies 
for each of the 14 years in which they reported 
into one big pool: care is of course taken to 
express each of the variables as a proportion 
of some other variable for the company, so that 
firms of different types can be treated together. 
But he also does the same thing for the various 
industries (or years) separately, and also treats 
an industry as a unit rather than a group of 
firms, and so on. As was to be expected, cross- 
section approaches and time-series approaches 
usually yield rather different answers, and so 
do approaches based respectively on single 
firms and on whole industries as the unit of 
observation. I would myself have liked more 
discussion of which of these approaches is 
likely to give economically useful results and 
for what purposes. 

The plan of the book and some of the impor- 
tant findings are as follows. First, Professor Eis- 
ner considers sales expectations and realiza- 
tions, and finds inter alia that the one-year 
forecasts are, on average, very accurate, but 
that this largely reflects a cancelling out of op- 
posite errors made by the individual firms. 

Next, Professor Eisner considers investment 
in inventories and finds on the whole that it 
can be reasonably well explained in terms of 
firms aiming at stock equal to a certain multi- 
ple of expected sales (with “expected” as the 
key word). 

Then in chapters 4 and 5 we arrive at the 
heart of the analysis: attempts to explain capi- 
tal expenditure in terms of past and expected 
sales changes, profits, depreciation, artd other 
supplementary variables. To avoid false em- 
phasis, it seems wisest to say no more here 
than that the emphasis is on “accelerator” 
ideas and that there is a mass of material for 
readers to consider. 

Chapters 6 and 7 consider capital expendi- 
ture anticipations and realizations — first one- 
year, and then longer-run. The one-year esti- 
mates are, on average, about 3 percent too 
high, but the four-year estimates are on aver- 
age about one-third too low. There are a lot 
of interesting analyses of why particular esti- 
mates prove wrong — e.g., one-year estimates 
tend to come out low if sales and/or profits 
during the year prove to be unexpectedly 
good, thus making acceleration of the work 
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seem both more urgent and easier to finance. 

Chapter 8 considers replacement expendi- 
ture separately from expansion expenditure 
and finds that the two move together in re- 
sponse to economic conditions {e.g., sales ex- 
pectations), though replacement expenditures 
are less unstable. Chapter 9 summarizes the 
main conclusions. 

This is a book that will be obligatory reading 
for all workers in this field. Nevertheless, I 
would suggest to them that they keep a very 
independent mind about the economic inter- 
pretation of the statistical findings, and even 
ask themselves on occasion whether the right 
analysis has been made. For Professor Eisner 
thinks preponderantly in terms of regression 
analysis, and yet never seems aware of the ax- 
iom that regression coefficients basically tell 
you about the relationship between the 
deviations of explanatory variables from their 
means and the associated deviation of the de- 
pendent variable from its mean. They do not 
explain the relationship(s) between the means 
or between the absolute values of the variables. 

This criticism clearly needs examples, and 
the simplest relates to the interpretation of the 
“regressive” effect in relation to sales expecta- 
tions. This is first mentioned on page 17, ana- 
lyzed in the subsequent pages, and reported 
in the chapter summary on page 40 and in 
the conclusions on page 191. The statistical 
facts are simple. With the firm’s expectation 
of percentage sales change as the dependent 
variable and the actual percentage changes in 
recent years as explanatory variables, the re- 
gression coefficients for the two latest years 
are negative. This means that if recent sales 
increases have been above average, the firm’s 
prediction will tend to be for a below-average 
increase (which may of course be negative). 
But Professor Eisner does not mention the 
word “average”: indeed he does not even give 
the figure in his table (but on page 29 he men- 
tions in another connection that over all the 
data the increases averaged 6.5 percent). He 
says flatfootedly on page 40, “Where firms have 
most recently experienced sales increases, they 
tend to expect sales declines and vice versa”: 
this means that they would expect a decline 
even if their recent increases had been below 
the average of 6.5 percent, and it is totally 
wrong. 


This type of error recurs — e.g., on page 21, 
“the regression, . . . with a sum of coefficients 
of past sales changes of 0.487, [suggests] that 
short-run sales change expectations of an in- 
dustry are about half a weighted average of 
past sales changes.” This completely ignores 
the constant in the equation and is a ridiculous 
statement anyhow, since we are also told that 
expectations are on average about right (so that 
the statement could only be true if sales in- 
creases were rapidly falling through time). 

TTiis type of point should be given very care- 
ful consideration by the author and a construc- 
tive critic when the time comes for a second 
edition. 

W. B. Reddaway 
University of Cambridge 
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The service industries: Strategy, structure and 
financial performance. By Derek F. 
Channon. New York: Holmes & Meier; 
London: Macmillan Press, 1978. Pp. xvi, 292. 
$53.75. JEL 79-0495 

With the work of A. Chandler (1, 1962] and 
Oliver E. Williamson [2, 1970], economists 
have begun to pay attention to issues of strat- 
egy and structure. The interest in strategy 
stems from a desire to examine the mecha- 
nisms by which real-world firms grow. The im- 
portance of studying structure stems from the 
relationships between organization form, in- 
ternal efficiency, and profit maximizing-behav- 
ior, clearly stated by Williamson. Derek Chan- 
non’s book on the service industries is 
therefore likely to be of interest to economists, 
especially in those interested in the theory of 
the firm and industrial organization, as well 
as its traditional readers in such areas of corpo- 
rate planning and marketing. 

The book examines the service industries or 
tertiary sector of the British economy includ- 
ing the “city,” overseas trading business, prop- 
erty-leisure industries, retailing, transport, 
utilities, and postal service. It thus examines 
the “industrial” part in the tertiary sector. The 
industries studied include privately-owned 
companies and goverrunent-owned enter- 
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prises. His inclusion of these “nationalized in- 
dustries” represents an important extension 
and challenge to the application of his method- 
ology as well as throwing further light on the 
control of state enterprise. 

TTie first chapter of the book describes the 
motivation for and origins of this study of the 
tertiary sector — the fact that it is the biggest 
sector in terms of GDP and employment in 
the U.S. and U.K., and that the “industrial” 
part of the tertiary sector has not been sub- 
jected to the kind of analysis of strategy and 
structure performed on the manufacturing 
sector. (He is not concerned, of course, with 
some major segments of the tertiary sector, 
like professional services, health care, and pub- 
lic administration). For the rest of the first 
chapter and chapter two, he is concerned with 
developing his methodology, including its rela- 
tionships with traditional entrepreneurial the- 
ories as well as Galbraithian ideas on techno- 
structure. Some of the results should be eagerly 
received by economists interested in the the- 
ory of the firm, especially those on organiza- 
tional form. Using admittedly simple statistical 
testing, his results throw some light on William- 
son’s multidivisional form hypothesis. The rela- 
tively strong performance of multidivisional 
firms compared to firms with a unitary struc- 
ture provides support for Williamson’s hypoth- 
esis about increased dominance of the multi- 
divisional firm. Perhaps potentially more 
interesting from the British point of view are 
the results on the poor performance of holding 
companies and his findings on leadership: fam- 
ily controlled and entrepreneurial firms per- 
formed well, while managerial firms did badly. 
Unfortunately, these results may attract less 
interest among economists than they deserve 
because they are not tied to the economic liter- 
ature on the managerial firm. 

The next six chapters examine aspects of 
strategy and structure for various industries. 
Each chapter looks at such strategy variables 
as company expansion by product diversifica- 
tion — whether by acquisition or internal ex- 
pansion — and* the trend to expand interna- 
tional operations. The examination of structure 
involves not only a description (usually with 
a diagram) of the organizational form but also 
It interpretation and critique. Finally, 
bodl. Condderations of strategy and structure 


are brought together in an analysis of financial 
performance. Most readers will not be inter- 
ested in every industry studied in these chap- 
ters; this reviewer will concentrate on chapter 
nine, “The State Monopolies.” 

The utilities, gas, electric, and telephone, are 
all government owned (nationalized indus- 
tries) in the U.K. Channon’s study of strategy 
and structure in these industries does bring 
out a few comparisons with private industry 
that are worth noting if not altogether new. 
For example, he notes the difficulty of measur- 
ing financial performance and the restricted 
strategies available to them compared vrith pri- 
vate industry. They cannot effectively increase 
their geographic coverage or broaden their 
product range to any extent. He argues that 
fostering increased usage is their main strategy 
for expansion. This is one topic where his ap>- 
proach might, at least semantically, give econo- 
mists some concern. How would he describe 
expansion based on technological change or 
a new pricing technology to develop growth 
in electricity consumption at off-peak periods? 
Similarly, in teleconununications what about 
the possibilities for large scale data transmis- 
sion and electronic mail, and the possibilities 
of competition in these areas? Both present 
imptortant strategic opportunities in the U.S. 
More obviously different from private industry 
is the political control over nationalized indus- 
tries, and Channon is, rightly, critical of the 
way this has operated. For instance he men- 
tions the failure to apply financial targets, with 
any consistency, in the industries. He also ar- 
gues that the method of appointing top'manag- 
ers — by a patronage system — is not the most 
promising way of obtaining efficient manage- 
ment. 

In short, Channon’s book will be read by its 
intended clientele with Interest. Others, such 
as economists interested in industrial organiza- 
tion, the theory of the flirm, public utilities, 
and political economy, could benefit from a 
selective reading. 

Michael A. Crew 

Rutgers University 
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Distortions of agricultural incentives. Edited 
by Theodore W. Schultz. Bloomington 
and London: Indiana University Press, 1978. 
Pp. viii, 343. $12.95. JEL 79-0507 

This volume contains the papers presented 
at a three-day workshop on Resources, Incen- 
tives, and Agriculture sponsored by the Mid- 
west Center of the American Academy of Arts 
and Sciences. Reliance on general equilibrium 
theory serves as the organizing theme for this 
excellent set of papers on the analysis of agri- 
cultural development in low-income countries. 

Part one, “Constraints on Agricultural Pro- 
duction,” begins with a chapter by Professor 
Schultz that is both an introduction and a sum- 
mary. Largely as a result of public policies, the 
substantial agricultural production potential of 
low income countries is not being realized. In 
particular, policies that undervalue food serve 
both to restrict production with present tech- 
nology and to dampen the pace of moderniza- 
tion. The discipline of economics is capable 
of analyzing the consequences of policy in 
terms of both eflSciency and equity, and econo- 
mists should retain their role as analysts and 
educators and not provide rationalization for 
on-going government policy. Sir Charles Pe- 
reira emphasizes that the biological and physi- 
cal constraints on agricultural development 
are minor in comparison with those of social 
organization. In contrast, Howard A. Steppler, 
in his paper, “Natural Resources and Unsolved 
Environmental Problems,” concludes that con- 
cern with social and cultural problems of soci- 
ety will not supplant the need for such critical 
inputs as water control, additional plant nu- 
trients, and new crop varieties. 

The core of the volume is in part three, 
“Distortion of Incentives,” and part four, “In- 
ternational Markets.” W. David Hopper’s ex- 
pectation for reductions in distortions in the 
short-term are pessimistic; rural people in 
Third World countries are apt to be subject 
to increasing intervehtions by their govern- 
ments. The cases of Brazil and South Korea, 


wibh high agricultural growth rates under mar- 
ket-dominated environments, provide a basis 
for long-term optimism. Research needs re- 
lated to assessing the impacts of price policies 
are itemized by Gilbert T. Brovm. Among the 
needs are micro-studies of the'behavior of the 
form-household complex rather than depen- 
dence on aggregate data. 

Why have policies been adverse to agricul- 
ture? Reed Hertford examines three price poli- 
cies in Columbia and concludes that needs for 
internal revenue, clumsiness of bureaucratic 
behavior, and the political power structure all 
play a role. 

Distortion of incentives is a characteristic of 
the factor market, as well as the product mar- 
ket, in many developing countries. Randolph 
Barker notes that a number of countries have 
only recently moved from the land-surplus 
condition to the labor-surplus condition. Insti- 
tutions have not yet adapted to this change 
in resource scarcity in order to provide invest- 
ment in land infrastructure. Martin E. Abel 
points out that changes occurring in a country 
often provide an opportunity to reduce distor- 
tions but that a policy research base is needed 
to respond to such changes appropriately. To 
conclude section 3, Sir John G. Crawford in- 
jects a moderating note by stressing that al- 
though price incentives are important, they 
are not sufficient. Institutional arrangements 
with public sector support are needed. 

The present distortions in the international 
market prices of agricultural conunodities are 
analyzed by D. Gale Johnson. Even with these 
distortions, international markets are better in- 
dicators of the opportimity costs of production 
of these commodities than are the domestic 
prices in many developing countries. Further, 
much of the instability in international prices 
results from the efforts of national govern- 
ments to achieve domestic price stability. Such 
efforts can concentrate the adjustment to year- 
to-year shifts in global supply or demand in 
those countries with relatively free markets. 

Although the papers in part five, “Agricul- 
tural Research, Education, and New Institu- 
tions,” do not immediately appear to fit the 
framework of distortion of incentives, they in- 
deed do. As a group, the papers by Robert E. 
Evenson, Finis Welch, and Vernon W. Ruttan 
illustrate the substantial gains in insight that 
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can be captured by extending the tools of eco- 
nomics to problems that, on the surface, do 
not appear amenable to economic analysis. 
This disciplinary penetration is important in 
unraveling the interactions among the social, 
economic, and biological constraints on devel- 
opment that are discussed in part one. Even- 
son's paper on agricultural research institu- 
tions treats the critical problem of allocating 
research support among commodities, ranges 
of environments, disciplines, and also choices 
between emphasis on simply adapting existing 
technology to fit local conditions and the capa- 
bility to produce new technology. Welch sum- 
marizes the evidence on the high returns from 
investment in the schooling of farmers. Payoffs 
from such investment are higher when cou- 
pled with the generation of new technologies. 
Following his earlier work with Yujiro Hayami 
on the influence of relative factor scarcity on 
the types of technological innovation (1, 1971], 
Ruttan hypothesizes that institutional innova- 
tion responds to rates of change in income 
flows — social intervention is more likely in pe- 
riods of declining income flows. 

Consistent with the focus on causes of distor- 
tion of incentives, G. Edward Schuh in the con- 
cluding paper discusses the impact on incen- 
tives of policies designed to meet basic needs. 
He concludes that the trade-off between equity 
and efficiency in low-income countries is a false 
dichotomy. Such policies as investment in edu- 
cation for the poor and improved functioning 
of labor markets may serve to move toward 
both goals. 

This book demonstrates that analytical eco- 
nomics is alive and well and that it is contribut- 
ing much to our understanding of the process 
of agricultural development. An approach that 
emphasizes alteration of such assumptions of 
welfare economics as initial asset distribution 
is the topic for another conference. The plan- 
ners of this conference wisely chose to range 
broadly within the topic of agricultural devel- 
opment but to employ the core analytical tools 
of economics. 

Earl R. Swanson 

University of Illinois 
Urbana-Champoign 
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To feed this world: The challenge and the strut 
egy. By Sterling Wortman and Ralpr 
W. Cummings, Jr. Baltimore and London 
Johns Hopkins University Press, 1978. Pp 
xiv, 440. JEL 79-020i 

The authors of this book have had a long 
association with the Rockefeller Foundation 
an institution which, among other things, ha: 
made major contributions to the developmeni 
and spread of technological changes in agricul 
ture. Indeed — as the authors point out — it wa; 
the pioneering work of agricultural scientist! 
employed by the Foundation in Mexico thal 
helped lay the groundwork for the “Greer 
Revolution’’, of the 1960’s — the introduction 
dissemination, and production of high-yielding 
varieties of wheat, corn, and subsequently rice 
The use of these seeds by millions of farmers — 
large and small — represents one of the mosi 
significant diffusions of technological innova- 
tion in agriculture in our times. It is this experi 
ence that provides the authors with a basic 
strategy that gives them optimism about over- 
coming looming food deficits in the developing 
world. 

The book is divided into two parts. The first 
eight chapters deal with “the challenge”; thii 
includes an overview of current and projected 
food needs in developing countries and the 
physical and technological capacity for meet- 
ing these needs. The second part deals with 
the strategy for accelerating food production 
in developing countries. Perhaps this strategy 
can be summarized as one in which gov- 
ernments create the necessary conditions 
whereby millions of individual farmers decide 
it is in their best interest to increase pro- 
duction. The creation of these conditions will 
incorporate the provision of services (including 
research, extension, and training) as well as en- 
suring that farmers have ready access to inputs 
(seeds, fertilizer, etc.) and that they have profit- 
able outlets for their increased production. 

The authors are most comfortable when they 
deal with operational aspects of agricultural 
development. The chapter on the postwar evo- 
lution of thinking about agricultural develop- 
ment is very informative, even though it is con- 
fined largely to a view from the United States. 
(Very little reference is made to the efforts of 
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bodies such as the Food and Agriculture Or- 
gankation of the United Nations or the Com- 
monwealth Development Corporation, or to 
the research of important bodies such as the 
Pakistan Development Institute.) The authors 
also give valuable insight into the problems 
of organizing and promoting effective agricul- 
tural research; they provide a useful analysis 
of the planned growth of a coordinated system 
of international agricultural research, a system 
that represents one of the least known, but 
most successful, efforts in international cooper- 
ation. Then too there is a useful discussion on 
the world’s resource base and the various inter- 
national aid-giving agencies concerned with 
promoting agricultural development. 

Perhaps the most valuable part of the book 
for professionals and laymen alike is the long 
chapter on “forced pace campaigns.” This 
chapter reviews a number of national and 
localized attempts to accelerate agricultural 
production. There is a description and analysis 
of the organizational and technical reasons for 
the success or otherwise of these campaigns; 
much of the analysis is unique in that it could 
only be presented by persons who were di- 
rectly involved in these campaigns and so 
know their strengths and weaknesses. This ap- 
plies especially to the case studies dealing with 
wheat in Turkey, maize in Kenya, rice in the 
Philippines, and small farmer programs in 
Mexico. 

This book is strongly recommended for any- 
one interested in agricultural development 
and technological change in agriculture. It is 
a book about increasing agricultural pro- 
duction and focuses largely on the technical 
aspects of agricultural development. As such 
it is a valuable complement to the many publi- 
cations that see the “food problem” as a politi- 
cal-distribution issue. This book reminds us 
that food has to be produced before it can be 
distributed; it also reminds us that the same 
input /output relations prevail in countries of 
different ideologies and that often soil and 
weather are as important, if not more impor- 
tant, than politics in determining the nature 
and levels of output. 

The book is also recommended reading for 
social scientists who are interested in seeing 
how agricultural scientists approach the prob- 
lem of agricultural development. 'There is an 
almost total absence of anthropological or so- 



ciological considerations. Also some mgjor eco- 
nomic issues are given short shift. e.g., the sec- 
tion on cost-benefit analysis (p. 418) is limited 
to one paragraph and dismisses it as being too 
narrow a concept to be very useful; similarly 
the section on comparative leconomic advan- 
tage (p. 269) simply states that cost compari- 
sons may or may not be useful. Finally this 
reviewer was struck by a breathtaking and, I 
am sure, totally unconscious quality of “a view 
from the outside.” This can be illustrated in 
the section where there is a discussion on the 
importance of the Foundation sponsored re- 
search program as a mgjor factor in Mexico’s 
agricultural development: ’The authors state, 
inter alia (p. 199), “Mexico’s own actions have 
contributed to her progress.” 

In conclusion it should be emphasized that, 
despite its flaws, this book represents an impor- 
tant contribution to the literature on postwar 
agricultural development in the tropics. 

Montague Yudelman 
Agriculture 6- Rural Development 
Department, World Bank 

720 Natural Resources 
Western coal: Promise or problem. By Wal- 
lace E. Tyner and Robert). Kalter. As- 
sisted by John P. Wold. Lexington, Mass, 
and Toronto: Heath, Lexington Books, 1978. 
Pp. xiv, 184. $18.00. JEL 79-0221 

This book makes a valuable contribution to 
a more rational analysis of U.S. government 
policies for leasing coal and other minerals. 
While the focus is on surface-minable coal in 
the Great Plains, many of the lessons are of 
general interest to students of all aspects of 
public policy making, as well as to energy spe- 
cialists. 

The analysis begins with presentation of an 
expanded version of the authors’ Monte Carlo 
simulation model for appraising a wide variety 
of such leasing policies as different royalty and 
profit-sharing schemes. The model is well de- 
signed to incorporate the relevant variables for 
investment decision-making. 

In order to apply the model to coal, the au- 
thors arranged for the development of exten- 
sive data for costing surface coal mining. Data 
were also collected on the characteristics of 
actual lands considered of enough interest for 
future leasing that information was available. 
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Tlie authors first compare eleven diflerent 
leasing policies. Nine hypothetical mines, con- 
sidered on the basis of the data on coal lands 
to be typical of those that would be developed 
in the West, are defined, and simulations are 
then made of the average performance of each 
mine under various leasing policies. The au- 
thors concentrate on averages for all mines de- 
veloped, the number of mines developed, and 
on the diflFerences under alternative policies 
in after tax net present value (ATNPV) to the 
leaseholder. Closer examination shows that 
they should have also considered the effect of 
taxes on the rate of development and on tax 
receipts. 

As would be expected, increasing royalty 
rates invariably lowers ATNPV, but at the cost 
of eliminating or retarding development. 
Profit-sharing schemes, however, tend to lower 
ATNPV without retarding development. The 
authors express concern that their least profit- 
able mine has a higher ATNPV under some 
profit-sharing schemes than under a low roy- 
alty rate. Examination of the details shows that 
this rise of ATNPV is accompanied by a rise 
in the present value of government income 
including income taxes. Profit-sharing pro- 
duces a considerably higher (98-100 percent) 
rate of development than the 50.5 percent rate 
under a 10 percent royalty. 

The authors also simulate the variation of 
costs of selected mine types as mine size varies 
and show that it is generally preferable to de- 
velop larger mines and that limitations set by 
the federal government on lease size often pre- 
clude attainment of optional optimum size. 

The authors also discuss several other policy 
issues, with the greatest paid to the consider- 
able difficulties of implementing a policy of 
“advanced” (i.e., prior to production) royalties 
to discourage holding undeveloped leases and 
of promoting competition for leases by pitting 
the bidders on any one tract both against their 
rivals for that tract and against bidders on 
other tracts. The latter technique — ^intertract 
bidding — involves soliciting bids on more ton- 
nage than will- ultimately be leased. Bidders 
then face the risk that they can be outbid ei- 
ther on the coal they sought or because some 
other land is leased because the bids on it ex- 
ceeded those on other tracts. 

Finally, the authors compare estimates of 


coal resources to estimates of probable calls 
upon this coal to determine whether resource 
availability would imply an inconsistency be- 
tween anticipated consumption and what was 
really feasible. They conclude that no such 
problem would exist if this coal were leased. 

A key point to recognize about the analysis 
is that it can only measure the rent reduction 
produced by precisely defined regulations such 
as royalty schedules. The U.S. government has 
long employed a device to capture additional 
rent — ^namely, a competitive bidding process 
in which lessees make offers of bonus payments 
in addition to required royalties. Tyner and 
Kalter are essentially measuring the residual 
rents that must be captured by the bonus pay- 
ment. The success of bidding at capturing 
these amounts is an empirical question that 
no simulation can resolve. However, the 
reader should be made aware that observers 
of the oil and gas case (see e.g., Russell O. Jones, 
Walter J. Mead, and Philip E. Sorensen [1, 
1978]) have concluded competition effectively 
insures government capture of rents. 

Another problem is that data deficiencies 
forced the authors to limit themselves to only 
part of the debate over the appropriate levels 
of leasing. While they can assure us that addi- 
tional leasing can meet anticipated demand, 
the authors could not obtain data to deal with 
the controversy over whether existing leases 
contain so much coal that additional leases 
were unnecessary. 

This should not obscure the important con- 
tribution the book has made in quantification 
of the implications of the problems assdciated 
with radical changes in mineral leasing policy. 
In an era in which windfall profit reduction 
predominates policy making, often with a 
nearly total lack of concern for the efficiency 
effects, reminders of the perils of policy mak- 
ing are badly needed. 

Richard L. Gordon 
College of Elarth and Mineral Sciences 
The Pennsylvania State University 
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900 Welfare Programs; Consumer Eco- 
nomics; Urban and 
Regional Economics 
910 Welfabe, Health, and Education 
The economic status of Australian aborigines. 
By Jon C. Altman and John Nieuwen- 
HUYSEN. Cambridge; New York and Mel- 
bourne: Cambridge University Press, 1979. 
Pp. xix, 230. $26.00 JEL 79-0547 

The purpose of this book is to present in- 
formation concerning the socio-economic posi- 
tion of the most disadvantaged minority group 
in Australia — the Aborigine. The study is pri- 
marily a descriptive one. No hypotheses are 
tested, and most of the statistical information 
presented is based on secondary data sources. 
This is the first book written by Australian 
economists on this subject. 

The first chapter presents a statistical over- 
view that compares the Aboriginal population 
as a whole with the entire Australian popula- 
tion. Welfare indicators such as educational at- 
tainment, type of housing, income, occupa- 
tional status, labor force participation rates, 
and health status are considered. In every cate- 
gory the Aborigine fares badly in comparison 
with the typical member of the dominant soci- 
ety. 

The next three chapters consider the status 
of Aborigines living in three different circum- 
stances in remote or sparsely settled Australia: 
government settlements or missions (chapter 
2); pastoral stations (chapter 3); and decentral- 
ized communities (chapter 4). Some of the im- 
portant points made in these chapters are 
briefly discussed below. 

Aborigines originally congregated at mission 
and government settlements due to the avail- 
ability of food and water. These communities 
were established partly as a defense against 
the possible extinction of Aborigine clans. Indi- 
viduals came to these settlements on a volun- 
tary basis and were subjected to considerable 
assimilation pressure. It was only after 1972 
that a policy of self-determination was substi- 
tuted for one of assimilation. 

Health conditions on these settlements are 
as unfavorable as those found in the poorest 
of the developing countries. For example, in- 
fant mortality rates in some Aboriginal com- 
munities range between 100 and 200 (p)er 


1,000 births). This situation occurs in spite of 
the availability of modem medical care, free 
of charge, in these settlements. 

None of the communities established by mis- 
sions or government are self-supporting. Un- 
employment rates are very hi^ and per capita 
income is only one-fifth the national average. 
Most jobs on these settlements are provided 
by the government and generally are of a me- 
nial nature. 

Pastoral stations are very large tracts of land 
owned by white cattlemen. Most of the Ab- 
origines who reside there work as herdsmen 
or domestic servants. Since 1969 the number 
of Aborigines employed on pastoral stations has 
declined partly because of the extension of 
minimum wage legislation to include Aborig- 
ines employed there. Only the Aborigines who 
live on government and mission settlements 
are of lower economic status than the inhabit- 
ants residing on pastoral stations. 

Decentralized communities are being estab- 
lished by those Aborigines who are dissatisfied 
with life on pastoral stations or government 
and mission settlements. The residents of these 
new communities are attempting to recapture 
their Aboriginal identity and self-esteem. 
While these communities may become self- 
supporting in the long run, their primary 
source of income at present is transfer pay- 
ments. However, some income is obtained by 
the production and sale of Aborigine crafts. 
Two apparent benefits of these decentralized 
communities are an improvement in the resi- 
dent’s mental health and a decrease in alcohol 
consumption. 

Chapters 5 and 6 consider the socioeconomic 
position of Aborigines in settled Australia. The 
former chapter focuses on Aborigines living 
in rural areas or small towns, and the latter 
examines the status of Aborigines residing in 
Australia’s major cities. 

The major problem that Aborigines face in 
rural areas and small towns is considerable 
prejudice regarding jobs and housing. Job 
training programs have so far been of limited 
effectiveness in reducing unemployment and 
increasing income. Partly for these reasons, the 
economic status of these Aborigines is no bet- 
ter than in remote Australia. 

Most Aborigines residing in major cities ore 
fairly recent migrants. Surveys indicate that 
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greater job opportunities are the most impor- 
tant reason for urban migration. Aborigines 
who live in large cities possess a higher socio- 
economic status than those residing elsewhere. 
One reason for this is that there is less discrimi- 
nation against Aborigines in major cities than 
in other parts of settled Australia. 

Aborigine students in settled Australia have 
considerable difiBculty in adjusting to inte- 
grated schools in which they form a small pro- 
portion of the student population. One reason 
for this is the disconsonance between tradi- 
tional Aboriginal culture and the competitive- 
ness of the school environment. 

The last chapter considers the economic is- 
sues raised by the conditions previously dis- 
cussed. For example, one important matter 
concerns the benefits that Aborigines will ob- 
tain from the discovery of uranium on Aborigi- 
nal lands. This development may greatly 
change the quality of life of these native resi- 
dents. 

This is a very good book. It is clearly written 
and the authors’ considerable knowledge of 
Aboriginal aSairs is quite evident. One weak- 
ness is a limited policy focus. Various govern- 
ment programs that purport to assist Aborig- 
ines are briefly described, but little attempt 
is made to evaluate them or to suggest new 
programs. 

One cannot help but be struck by the similar- 
ities of circumstances between American Indi- 
ans and Australian Aborigines. Both popula- 
tions are growing rapidly and undergoing the 
process of urbanization. Aborigines and Ameri- 
can Indians experience very high unemploy- 
ment rates and suffer greatly from infectious 
diseases and alcoholism. Both groups were ad- 
versely affected by assimilationist government 
programs, and hopefully both will benefit from 
the present policies of self-determination. 

Ai.an L. Sohkin 

University of Maryland 
Baltimore 

Health and the war on poverty: A ten-year ap- 
praisal. By Karen Davis and Cathy 
SCHOEN. Brookings Studies in Social Eco- 
nomics. Washington, D.C.: Brookings Insti- 
tution, 1978. Pp. xiv, 230. $11.95, cloth; 
$4.95 paper. JEL 79-0255 


This book reviews four major health pro- 
gram areas — ^Medicaid, Medicsu’e, and the Ma- 
ternal and Child Health Program, and the 
Neighborhood Health Center Program — all of 
which were launched as part of the Great Soci- 
ety and the War on Poverty. The book consists 
of 224 pages, organized into seven chapters 
constituting a text of 218 pages followed by 
a 6 page appendix. The seven text chapters 
include two introductory chapters dealing 
with “Public Policy and Health Care for the 
Poor” and “Health, Use of Medical Care, and 
Income." These chapters are followed by four 
chapters devoted to reviewing Medicaid, 
Medicare, Maternal and Child Health, and 
Neighborhood Health Center programs. 

The book’s goal is to summarize “basic 
health and poverty issues” and the programs 
that “have attempted to break the link be- 
tween low income and poor health,’’ with an 
eye toward offering recommendations for “im- 
proving individual programs and for the ways 
in which public policy might be changed so 
as to make comprehensive health care accessi- 
ble to all” (p. vii). 

The conclusion reached by the authors is 
that these programs have been successful in 
increasing access to health care on the part 
of the elderly and near poor. In covering the 
decade 1965-74, the authors cite reductions 
of infant mortality, death rates due to gastroin- 
testinal diseases, influenza, pneumonia, and 
immaturity among children, both in the aggre- 
gate and among certain poverty groups, as 
benefits of the various programs studied. A sub- 
stantial financial burden has been lifted from 
the shoulders of the poor and the elderly; but 
currently, rising costs, gaps in coverage, and 
reduction of benefits in the interests of cost- 
cutting by government has resulted in an inad- 
equate level of financial support of health ben- 
efits available to target groups. Administrative 
decisions resulted in widening gaps in cover- 
age to many of those living in rural areas and 
others whose incomes are near the poverty 
line. Due to differences in the structure of ben- 
efits, Medicaid is responsible for a transfer of 
funds from southern and rural states to those 
in the East and West. 

The authors recommend that financial in- 
centives be used to deliberately promote deliv- 
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ery models that provide low-cost, high quality 
care, through reducing incentives to hospital- 
ize patients, substituting salaried methods of 
payment for traditional fee-for-service models, 
and emphasizing primary care. They insist that 
national health insurance is urgently needed 
to provide adequate access to health care for 
the low-income population, asserting that ade- 
quate reform of Medicare and Medicaid pro- 
grams would not be possible without reforming 
the entire health system. The approach to re- 
form is to merge and expand Medicare and 
Medicaid with uniform coverage for the poor 
smd elderly, incorporating spend-down pro- 
grams that would reach and assist the “near 
poor.” Uniform fees would be paid to physi- 
cians regardless of regional location to encour- 
age a better distribution of health resources. 
Funds would be set aside for the development 
of resources in under-served areas. Together 
with the expansion of grant programs, the re- 
formed Medicare and Medicaid programs 
would be expanded into a wholly public system 
covering the entire population. In short, the 
financial basis of health care delivery would 
be nationalized. 

In my view, the book lacks depth and pro- 
vides sketchy analysis of important health pro- 
grams that deserve better treatment. The anal- 
ysis lacks a common basis of comparison. 
Different types of data are used in the evalua- 
tion of individual programs, and the series of 
data are not of equal length. A common basis 
of comparison is essential because these pro- 
grams in many cases overlap and in recent 
years have interacted a great deal. For exam- 
ple, under Medicaid many states now purchase 
supplementary medical insurance (SMI) for 
elderly persons, and nearly all have absorbed 
an increasing volume of costs associated with 
nursing home and intermediate care on behalf 
of the elderly (38 percent or 7 billion of 
Medicaid outlays in 1977). Thus statements 
implying that Medicare is underfunded be- 
cause it pays for only 40 jjercent of the total 
health costs of the elderly are rather mislead- 
ing. 

Reduction of infant mortality rates and de- 
clines in certain causes of death among infants 
cited as health benefits are probably largely 
the result of the increasing use of birth control 


meastves, food stamp programs, and liberal- 
ized views toward abortion. Claims by commu- 
nity health centers that infant mortality rates 
declined after their establishment smack of 
post hoc ergo propter hoc reasoning. 

The authors fail to explore the connection 
between rising health costs generally and the 
activities of the programs "evaluated.” Casual 
references are made concernirtg a possible re- 
lationship in the chapter on Medicare. How- 
ever only two studies are cited and the issue 
is dropped. The private medical sector is 
damned for many things (correctly, I think), 
particularly for providing health care at prices 
that are too costly. Yet when arguing in favor 
of public provision of health services, per unit 
costs of government programs are presented 
as less than those involved in the case of care 
supplied by the private sector. Such a compari- 
son is tantamount to seeking beauty in compar- 
ing a face that is ugly to one that is horrid. 
The book provides no projections of probable 
costs or benefits associated with their recom- 
mendations. 

The study makes a convincing case for the 
need to reform Medicare and Medicaid and 
other programs. Although, through no fault of 
the authors, the study demonstrates that there 
is an appalling lack of data and information 
concerning the benefits and costs associated 
with government health service programs. 
Such is not the stuff to inspire confidence that 
it is either necessary or wise to nationalize the 
finance of the health system. 

James R. Jeffers 

University of Iowa 

Health manpower planning: Principles, 
methods, and issues. Edited by T. L. Hall 
AND A. MejIa. Geneva: World Health Or- 
ganization, 1978. Pp. 311. Sw Fr. 50.-, cloth; 
44.-, paper. JEL 79-0258 

One might well ask what possible relevance 
a book written for developing countries by 16 
authors of 13 different nationalities would have 
for manpower planners in the United States. 
The answer is surprising: we appear to face 
virtually the same problems — overemphasis on 
training specialists and significant numbers of 
citizens without access to adequate primary 
care — and yet we in the United States tend 
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to address these problems with measures that 
are often liar less sophisticated than those in 
many developing nations. 

In the introduction the editors note that in 
spite of the many efforts at manpower plan- 
ning, resulting in complex data collection and 
methodological approaches, the impact of 
these efiForts “on policy formulation and imple- 
mentation seem to have been relatively small.” 
This is a fundamental concern surrounding not 
just manpower planning but health and social 
planning in general. As the editors indicate, 
there is often an "excessive preoccupation with 
input rather than output, with the efficiency 
of component parts rather than the effective- 
ness of the whole.” 

This book steps back to set out overall princi- 
ples of health manpower planning within the 
contexts of health broadly defined and of social 
and economic development. A series of 12 
chapters outlines both the concepts of man- 
power planning and specific central issues in 
manpower — primary care by non-physicians, 
international migration of manpower, and 
planning aspects of selected manpower profes- 
sions. Additional volumes are to be produced 
later, highlighting the contrasting manpower 
planning approaches of selected countries and 
exploring the application of the theories pre- 
sented in this first volume. 

Health Manpower Planning addresses quite 
directly some of the reasons behind the failures 
of planning, noting the all too frequent ten- 
dency for planners to become technicians insu- 
lated from, and thus irrelevant to, real deci- 
sion-making. The authors instead call for the 
investigation of planning and the political sys- 
tem and seek to define problems and propose 
solutions in ways that are acceptable to the 
major political forces that influence implemen- 
tation. Rather than searching for ideals, plan- 
ners must seek through compromise and nego- 
tiations to propose pragmatic approaches to 
manpower issues; they must be willing to ac- 
cept partial success rather than a technically 
ideal but unfeasible total solution. 

The book is perhaps most useful in present- 
ing a concept that calls for the integration of 
the planning, production, and management of 
health manpower attuned to the political envi- 
ronment. This concept is designed to coordi- 
nate through an essentially political process 


measures to force competing organizations to 
confront each other. Tliis scenario would re- 
quire an agency such as a State University Sys- 
tem, which produces health professicmals, to 
negotiate directly with agencies that manage 
the health delivery system. These sectors 
would compete for the same limited services 
to satisfy often conflicting goals of quality, 
quantity, and prestige among producers bal- 
anced against the needs of the health care sys- 
tem. As the authors state, almost as an aside, 
to reconcile these diverse interests, “it may 
be necessary to create a body with higher pow- 
ers able to elicit cooperation, resolve conflict 
and prevent competition.” 

This is the crux of the problem in manpower 
planning: without any overall controls, the ed- 
ucational establishment, delivery systems and 
regulatory system seek to fulfill their own 
goals — often in conflict with each other. Plan- 
ners can be very knowledgeable about prob- 
lems and solutions, but without the tools to 
control the diverse elements of the system, 
planning will continue to be relatively ineffec- 
tive. 

With this as the key message of Health Man- 
power Planning, I can only hope it finds its 
way to the highest levels of government. 

Kevin M. Cahill 

Lenox Hill Hospital 
New York, New York 

Poverty and health: Economic causes and con- 
sequences of health problems. By Harold 
S. Luft. Cambridge, Mass.: Lippincott, Bal- 
linger, 1978. Pp. xvi, 263, $16.50. 

JEL 79-0260 

Among the nonaged, disability is responsible 
for 9 to 18 percent of all poverty. For nonaged 
white men these figures read 23 to 31 percent. 
These, and many more related, and sometimes 
striking, results are presented by Harold Luft 
in his monograph Poverty and Health: Eco- 
nomic Causes and Consequences of Health 
Problems. 

After an introduction, sketching the impor- 
tance and magnitude of the topic, Luft pre- 
sents a conceptual framework of the relation- 
ship between socioeconomic factors and 
health. This framework is aimed at unravelling 
the simultaneous relationship between, say, in- 
come and health status, by carefully defining 
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a causal model that runs from “Pathology" via 
"Impairment” and “Functional Limitations" to 
“ENsability” and the impacts of Disability on, 
for instance, labor force participation and earn- 
ings per hour. 

Using this framework throughout the book 
as his theoretical device, Luft first discusses 
socioeconomic factors as a cause of health prob- 
lems. Based on data from the National Health 
Examination Surveys, Luft tentatively con- 
cludes that for many of the currently impor- 
tant diseases in the United States, relatively 
minor, but significant, negative income gra- 
dients can be observed. Since this finding is 
also obtained using data related to children 
only, evidence is presented of a causal linkage 
from factors related with income to patholo- 
gies. 

In the next step the influence of age, race, 
sex, education, and income on the probability 
of disability is studied. Using data from both 
the Survey of Economic Opportunity and the 
Survey of Disabled Adults, Luft constructed 
a cross-section data set from which the proba- 
bility of disability can be calculated as a func- 
tion of pre-disability income. Again a negative 
income gradient is observed, even within age, 
race, sex, and education groups. Though black 
men tend to have a higher overall probability 
of being disabled, a lower probability for blacks 
is estimated once age, income, and education 
are held constant. 

After studying occupational factors, like 
“heavy physical labor" and “noise and vibra- 
tions” as causes of disability, Luft goes on to 
the second part of his model, investigating the 
influence of nonmedical factors on the out- 
comes of disability; occupational change, earn- 
ings, and labor force participation. In general 
it is shown that someone with more favorable 
attributes with respect to the labor market 
(higher education, job tenure, white) will be 
less affected by the occurrence of a disability 
than someone with less favorable attributes. 
Some clear evidence is presented that race 
plays a very important role in determining the 
effects of disability. Blacks appear to face a seg- 
mented labor market that leads them to exhibit 
very different behavioral relationships. Less 
educated blacks face considerably larger prob- 
lems with adjusting to a disability than well- 
educated blacks. And, in general, the poor 


without job tenure face the largest difficulties 
if they become disabled. 

The magnitudes of the economic conse- 
quences of disability appear to be very substan- 
tial. For instance, almost any degree of disabil- 
ity raises the poverty incidence of nonmarried 
individuals to nearly 50 percent. And in about 
77 percent of all poor, nonaged husband-wife 
families (in 1966) either the head or the spouse 
was disabled. 

The monograph concludes with a policy 
chapter dealing with: (1) reducing the inci- 
dence of health problems, (2) reducing the se- 
verity of health problems, and (3) reducing the 
impact of disability on family income. Though 
this chapter merely is a mosaic of existing pol- 
icy proposals, rather than an integrated pro- 
posal dealing with the causes and conse- 
quences of disability, policy makers as well as 
scholars will benefit from the analysis pre- 
sented in this book. 

The magnitude of the effects of health prob- 
lems is considerable. Luft approaches the 
causes and consequences of health problems 
in a well-organized way. By careful examina- 
tion and reexamination of large data sets, he 
presents convincing evidence that some peo- 
ple are poor because of their health problems 
and others have health problems simply be- 
cause they are poor. The book, therefore is 
important for workers on both ends of the 
causal chain: professionals working in the pre- 
ventive health-care area in its broadest sense 
and professionals dealing with the causes and 
consequences of poverty. 

Jacques van der Gaag 
Institute for Research on Poverty 
Madison, Wisconsin 

Health care capital: Competitiori and control: 
Proceedings of the Capital Investment Con- 
ference, sponsored by the University of Pitts- 
burgh, Graduate School of Public Health. 
Edited by Gordon K. MacLeod and Mark 
Perlman. Cambridge, Mass.: Lippincott, 
Ballinger, 1978. Pp. xx, 411. $22.50. 

JEL 78-0843 

These proceedings of a University of Pitts- 
burgh Conference on Capital Investment are 
extremely worthwhile reading for anyone who 
expects to be involved in either policy setting 
or delivering health care in organized settings 



1504 Journal of Economic Literature, Vol XVII (December 1979) 


in the near future. The conferees were asked 
to evaluate health care capital financing trade- 
ofis, experience, and trends in the United 
States in an eflFort to determine available op- 
tions (whether in the government or the pri- 
vate sector) for harnessing the extraordinary 
projected rise in capital costs, unique today 
in medical care history. 

As might be expected, the conference 
quickly bogged down on a discourse of the ap- 
propriate balance between increasing reliance 
upon citizen choice with regard to the modal- 
ity of health success and a growing depen- 
dency upon governmental standards to contain 
the cost of delivery of health services; never- 
theless, the papers and the ensuing discussions 
can be readily grouped into four categories. 
The first covers both the recent history of 
health care financing and the current trade- 
offs between the free market and regulatory 
mechanisms; the second examines the effect of 
human resources and Health Maintenance 
Organizations on capital formation; the third 
explains the history and experience of philan- 
thropy and of private corporate investment in 
the health care industry; and the fourth in- 
spects present and future capital markets for 
the industry. 

Through a series of nine invited papers with 
discussants’ comments after each, the volume 
identifies a number of concerns surrounding 
the capital market. The most important would 
appear to be that: 

(1) Private debt financing is playing an in- 
creasingly important role in satisfying capital 
requirements. Great concern is expressed 
throughout the volume that debt financing 
may be in jeopardy, since certainty of income 
flow upon which debt financing depends is sub- 
ject to mounting public criticism about the in- 
effectiveness of current reimbursement mech- 
anisms in controlling health care costs. 

(2) Large amounts of capital are needed in 
the formulation of growth of HMO’s (Health 
Maintenance Organizations). The paper de- 
scribing the financing of the Kaiser Foundation 
Health Plan documented for the first time the 
capital investment policies of that most .suc- 
cessful type of HMO. The discussions stressed 
the need for such a nonprofit organization to 
be allowed to include provision for creating 
and servicing debt capital in their net incottl®. 


(3) Great concern should exist over the cur- 
rent network of regulation, tax exemption, and 
public subsidy, which has shaped the recent 
growth of the health care industry. 

(4) The conferees identified that current 
regulations do not provide for cost efficiency. 
They believe that federal regulation alone is 
not going to be able to control the costs of 
the health care industry and that, conse- 
quently, new means by government together 
with the private sector must be found to slow 
the rate of cost and price increases. 

(5) There was a clear call for physicians to 
improve the organization of practice and to 
contain the number of services. There was a 
belief that all sectors of society, including the 
financial community, are concerned about the 
poor quality of health financing information, 
the need for health outcome measures, the rap- 
idly increasing number of physicians, the in- 
equitable distribution of new women and mi- 
norities within the health professions, and the 
confusion over cost /benefit issues. 

The conference (and this volume) seems in 
large part to have accomplished what it set 
out to do. It was designed to reveal the chang- 
ing patterns of capital financing of the health 
care industry in the United States and to 
explore alternative patterns of capital form- 
ation. 

What appears most to be missing is the un- 
derstanding of the epidemiology of medical 
practice at the local level and its consequences 
on efforts to change physician behavior and 
supply, for that is what empirically has been 
shown to drive the system. This weakness not- 
withstanding, the conference nevertheless 
brought together a wide range of professional 
and health insurance interests, along with com- 
mercial and investment backing interests and 
others who had not previously been partici- 
pants in this kind of discussion but who are 
recognized for their imaginative insights. 

The prepared papers and the general discus- 
sion touched upon most of the spectrum of 
capital formation — an area that must be con- 
sidered in developing all future policy related 
to health care financing. 

Michael Zubkoff 

Dartmouth Medical School and 

Amos Tuck School of Business 

Administration, Dartmouth College 
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Studies in Resource Allocation. By the Obga- 
NIZATION FOR ECONOMIC COOPERATION 
AND Development. Paris: OECD. 

No. 1: Economic implications of pollution con- 
trol: A general assessment. 1974. Pp. 78. 
$4.00, paper. JEL 78-0533 

No. 2: Public expenditure on education. 1976. 

Pp. 98. $6.25, paper. JEL 78-0574 

No. 3; Public expenditure on income mainte- 
nance programs. 1976. Pp. 120. $9.00, paper. 

JEL 78-0576 

No. 4: Public expenditure on health. 1977. Pp. 

136. $10.00, paper. JEL 78-0272 

No. 5: Public expenditure trends. 1978. Pp. 93. 
$9.00, paper. JEL 78-1024 

Are government expenditures out of con- 
trol? Has Leviathan come to pass? Can these 
questions be answered other than in emotional 
and ideological terms? A major contribution 
to a dispassionate, reasoned response is pro- 
vided by the five OECD Studies in Resource 
Allocation published from 1974 to 1978. They 
constitute an invaluable comparative analysis 
of recent trends in public expenditures among 
developed nations and of prospects for future 
government outlays. At the same time, discus- 
sion of these issues benefits greatly from refer- 
ence to a few other important current contri- 
butions. This review, then, examines the 
OECD Studies along with selected other re- 
cent work on growth of government spending. 

An Overview of the Issues 
The focus here is on four broad issues crucial 
to the question of whether public spending is 
“out of control.” The first involves the evi- 
dence regarding the growth of government ex- 
penditures. Do recent trends demonstrate an 
acceleration of government spending that is 
a departure from previous norms among devel- 
oped nations? The second is the vital question 
of the sources of growth in spending. Is growth 
largely accounted for by such factors as in- 
comes, prices, and population size that directly 
reflect or influence citizen-consumer demands, 
or does a substantial unexplained residual re- 
main, putatively attributable to the structural 
arrangements under which public choice takes 
place? The third issue concerns the use of ex- 
penditure evaluation for determining whether 
public spending is excessive. The outcomes of 
public spending, difficult as they are to specify. 


would appear to be an integral element in the 
evaluation of expenditure growth. Yet, some 
observers reach the conclusion that such 
growth is excessive without examining either 
the extent to which these programs accomplish 
such of their apparent purposes as alleviation 
of proverty, improvement of health, and re- 
duction of unemployment, or the private uses 
of resources that would ensue if government 
spending were not undertaken. The fourth and 
final issue deals with the future of public spend- 
ing. Are there self-adjusting elements in the 
demand and supply of public goods, such as 
the achievement of goals regarding coverage 
and service levels or in the increasing burden- 
someness of major tax sources, which act as 
brakes on the expansion of the public sector? 
Or, are the structural features of the fiscal sys- 
tems of representative democracies incapable 
of resisting continuous expansion of the public 
sector without fundamental “constitutional” 
changes? 

Recent Evidence on the Growth of Public Ex- 
penditures 

While a comprehensive measure of the pub- 
lic sector would encompass the private costs 
of government regulation as well as public out- 
lays, the contention at issue here is whether, 
given the nature of fiscal politics, expenditures 
themselves are excessive. 

Of course, evaluation of trends in public 
spending requires adjusting nominal expendi- 
tures to yield an appropriate indicator of 
growth. Obvious adjustments include deflation 
for price level increases, conversion to deflated 
amounts per capita, and allowance for income 
growth relative to gross or national product. 
Recent quantitative studies favor the ratio of 
government expenditures to gross domestic 
product as the single most useful comparative 
measure. This ratio can, itself, be deflated by 
an index of government prices relative to the 
GDP deflator. 

Morris Beck’s response to the contention of 
accelerated growth of the public sector is a 
useful starting point [1, 1976]. He reviews 
changes in the share of total public expendi- 
tures in GDP of 13 OECD members between 
1950-52 and 1968-70. His findings show that 
the median undeflated share increased from 
23.2 to 30.9 percent. However, because the 
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price index for government expenditure^ in- 
creased by more than the implicit GDP defla- 
tor during the period studied, deflation re- 
duces the latter figure to 22.3 percent. Beck 
curiously concludes that for these developed 
countries the real relative size of government 
expenditures actually decreased. The method 
of deflation proves crucial to this conclusion, 
obviously; Elliott Dubin points out that deflat- 
ing all public expenditures by an index of the 
cost of government purchases overadjusts be- 
cause these prices do not apply to transfer pay- 
ments, which should instead be deflated by the 
consumer price index [5, 1977]. Dubin recalcu- 
lates Beck’s estimates, deflating transfers prop- 
erly, and finds that the median share increases 
from 23.2 to 27.0 percent. Real shares of gov- 
ernment spending in the OECD countries, 
then, did rise between 1950-52 and 1968-70 
after all, although Dubin finds no further in- 
creases between 1968-70 and 1971-73. 

James Buchanan and Gordon 'fullock [4, 
1977], without disputing Beck's original esti- 
mates, contend that precisely because the rise 
in the median nondeflated expenditure share 
is converted into a decline by deflation, their 
view that expenditures are out of control is 
confirmed. This is so because the growth in 
public sector wages and salaries causes the ex- 
penditure share to rise even when the public 
chooses not to expand programs. 

With regard to evidence on expenditure 
trends, the OECD Studies provide data for a 
more current period (1955-76), include up to 
20 developed countries, break down expendi- 
tures into a variety of components, deflate gov- 
ernment consumption separately from trans- 
fers, and show trends in relative public 
employment and earnings. What does this 
mass of information reveal? Undeflated overall 
expenditure shares were calculated as averages 
over three-year periods: the unweighted aver- 
age was 28.5 percent in 1955-57, rose to 34.5 
percent in 1967-69, and reached 41.4 percent 
in 1974-76. By Buchanan and Tullock’s crite- 
rion these figures may appear to provide the 
smoking gun'that shows that expenditures, if 
not out of control, are absorbing a significantly 
increasing share of total product. A somewhat 
different picture emerges, however, from ex- 
amisption of the three-year average share of 
gfrverhment final consumption in GDP. Unde- 


flated, the unweighted average increased only 
from 13.1 to 16.6 percent between 1962-64 
and 1974-76, while in constant 1970 prices the 
average fell from 15.2 in 1962-64 to 15.0 in 
1974-76. 

As far as the average composition of public 
expenditures goes, public consumption’s share 
of GDP rose by five percentage points (from 
13.0 to 18.0 percent), all due to rising costs, 
while the major relative source of increase, 
transfers to households, increased by 7.3 per- 
centage points (from 8.8 to 16.1 percent). Com- 
prehensive data on the growth of public ex- 
penditures for housing and infrastructure, 
including transportation, are not available for 
the entire time period. What evidence there 
is indicates that its share of GDP increased by 
about one percentage point over the period, 
an amount similar to the increase for educa- 
tion. Finally, defense expenditures fell from 
an average share of 4.0 to 2.7 percent, with 
larger reductions- for those countries with ini- 
tially larger defense shares. 

Where does this evidence leave the debate 
on the growth of public expenditures? It indi- 
cates that among the OECD nations over the 
last two decades average elasticity of total pub- 
lic expenditures in relation to gross product 
has been about 1.25, while average real growth 
in the share of government consumption was 
zero {Study No. 5, pp. 12, 18). It shows that 
in Sweden and the Netherlands public ex- 
penditure shares exceed 50 percent of GDP 
(Study No. 5, p. 15). But the evidence also indi- 
cates that public expenditure shares and their 
growth rates vary considerably among coun- 
tries and that functional area components dif- 
fer. All this underscores the fact that there has 
been non-uniform development of public ex- 
penditures to be explained by one or another 
method of analyzing and apportioning the 
sources of growth. 

Sources of Growth in Public Spending 

James Buchanan writes, “Economists have 
devoted much attention to isolating the 
sources of economic growth, but, surprisingly, 
they have paid almost no attention to the prob- 
lem of determining why governments’ share 
in the national economy continues to increase” 
[3, 1977, p. 3]. One effort to deal with this 
problem employs a priori, deductive reasoning 
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to the evolution of public expenditures. Well 
presented by Richard Musgrave [8, 1969, pp. 
69-90], the approach identifies a series of fac- 
tors logically associated with government ex- 
penditures and then deduces changes in their 
likely influence as growth proceeds. In applica- 
tion, the results are invariably ambiguous; as- 
pects of virtually every factor can be suggested 
that might associate it with both increases or 
decreases in expenditures over time. Recourse 
to multivariate empirical analysis is hardly 
helpful here because time series provide too 
few observations, and cross-section results 
among countries at different stages of develop- 
ment cannot be interpreted as indications of 
the effects of development over time. 

An alternative empirical approach is sources 
of difference analysis. This method decom- 
poses an aggregate into an identity composed 
of an exhaustive, mutually exclusive set of con- 
tributing factors. The OECD Studies of Public 
Expenditure on Health, Education, and In- 
come Maintenance use it extensively. For ex- 
ample, the OECD identity for the share of pub- 
lic income maintenance expenditures in GDP 
is: 

YME YME N , . B I 
GDP B GDP I N 

where; 

YME = income maintenance expenditures 
B = number of beneficiaries 
I = program relevant population 
N = total population 

The product of the first two expressions con- 
stitutes a transfer ratio; which shows the aver- 
age benefit in relation to per capita income; 
the third expression is an eligibility ratio; and 
the fourth a demographic ratio. For a single 
year the strategy is to apportion the total share 
among these contributing factors and, over a 
period of time, to apportion changes in the 
share to changes in them. Further, an index 
of relative prices is applied to the overall 
change in the share, which separates the effects 
of a relatively greater increase in public ex- 
penditure prices than in the GDP deflator from 
real increases in benefits. 

A prodigious amount of labor has gone into 
the implementation of this thoughtful ap- 


proach. In the OECD Studies of Health, Edu- 
cation, and Income Maintenance there are nu- 
merous tables showing the apportionment of 
sources of change from 1962 to 1972 for the 
same period. These tables are well worth the 
reader’s attention. Table 1 presents the iden- 
tity used for each area, the contributing factors 
employed in the identity, and the components 
of the broad expenditure areas to which the 
contributing factors are applied on a country 
by country basis. 

Space permits presentation here of only the 
most general of the very extensive results from 
application of this method. Averages for all 
countries indicate that between 1962 and 1974 
eligibility and demographic growth were the 
predominant sources of change in income 
maintenance expenditures; enrollment growth 
(coverage and utilization combined) and cost 
increases dominated changes in educational 
outlays; and, while increases in utilization rates 
were most influential in spending for health, 
increases in cost, coverage, and transfer ratios 
were also important. The importance of in- 
creases in costs as a source of growth of expen- 
ditures for health and education confirms the 
presence of Baumol’s Disease, i.e., that rising 
labor productivity in the private goods sector 
necessitates higher wages in the constant-pro- 
ductivity service sector, particularly in the 
public sector where labor intensive techniques 
inhibit growth in productivity to offset rising 
factor prices. Growth in real income mainte- 
nance benefits and in educational service lev- 
els were relatively minor sources of growth 
in spending shares during this period. 

The powerful virtues of the method of 
sources of difference are, at the same time, 
its major weakness. Because it is based on an 
identity, all differences or changes are neces- 
sarily accounted for by the contributing fac- 
tors. Consequently, while the OECD method 
provides an enormous amount of Important in- 
formation, it does not confront the issue of 
whether structural or other considerations be- 
yond citizens’ “legitimate public wants” ac- 
count for the growth in spending. 

Can this matter be resolved'P Here, Thomas 
Borcherding develops an ingenious approach 
[2, 1977]. The method is similar to Edward 
Denison’s residual technique for separating 
the influence of factor inputs from advance 


1508 Journal of Economic Literature. Vol XVII {December 1979) 


TABLE 1 

Summary of OECD Analysis of Factors Contributing to Government Expenditure Shaiues 

Functional 

Area 

Identity/Contributinc Factors 

Components of Total 
Analyzed Separately 

Income Maintenance 

[Study No. 3, p. 19] 

YME YME N B 1 

GDP~ B GDP I n 

( B = program beneficiaries, / = program relevant 
population, N = population) 

YME/B X N/GDP^^ transfer ratio 

Old Age Pensions 

Child Allowances 
Sickness Cost 

Benefits 

Unemployment 

Social Aid 


Q 

-j = eligibility ratio 

•^= demographic ratio 


Education 

[Study No. 2, p. 14] 

^ -^ti: _N_ B / 

GDP B GDP / N 

EE/B>^ N/GDP — student cost ratio 

B/I = enrollment ratio 
l/N — demographic ratio 

Primary and Secondary 
School 

Higher Education 

Health 

[Study No. 4, p. 15] 

PHE_THE^JL.^U^ I 

GDP U GDP I N 

(THE — total health expenditures; 

C/= No. of times serviced used;) 

Hospitals 

Medical Services 

Medical Supplies 


THE/U'X. N/GDP~ unit service cost ratio 
t///= use ratio 

I/N— coverage or eligibility ratio 



of knowledge in accounting for economic 
growth. Essentially, Borcherding (1) posits a 
public expenditure demand function; (2) trans- 
forms it so that the contribution of each factor 
to the growth rate of government expenditure 
is equal to the product of a government ex- 
penditure elasticity and the growth rate of the 
factor; (3) estimates growth in public spending 
due to demand factors by applying reasonable 
“guesstimates” of expenditure elasticities, con- 
stant over the entire period, to the growth 
rates of the arguments in his demand function, 
and; then, (4) concludes that any excess of ob- 
served over estimated growth is most probably 
due to such political factors as fiscal illusion, 
bureaucracy, ^.and discriminatorily low tax 
prices paid by median voters. 

Borcherding’s final constellation of demand 
factors includes price, income, population, in- 
tergovernmental grants-in-aid, and non-fed- 
eni. tax exporting via deductability. He as- 


sumes elasticities of —.5 for price, .75 for in- 
come, and .1 for grants-in-aid. The elasticity 
for population raises a conceptual issue. If gov- 
ernments spend for pure jointly consumed 
public goods, then population per se -should 
have no effect on demand and its elasticity 
should be zero. If, on the other hand, govern- 
ment spending provides goods, all of whose 
benefits are subject to private appropriation, 
then an elasticity of about one is suitable. For 
this exercise Borcherding uses a coefficient of 
“capturability” of .50. Application of these elas- 
ticity coefficients to observed growth rates of 
the variables in the United States from 1902 
to 1970 produces an estimate of the growth 
in public expenditures that is approximately 
one-half of the actual growth, leaving a sub- 
stantial residual to the political factors. 

Borcherding’s essay is a tentative and specu- 
lative endeavor. As with Denison’s method it 
offers the critic a chance to introduce his or 
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her own estimates of elasticities or additional 
variables along with their presumed elastici- 
ties. Applied to government spending, how- 
ever, this approach contains no limiting frame- 
work for the inclusion of explanatory variables 
and the establishment of elasticity coefiBcients 
analogous to that of total quality-adjusted fac- 
tor inputs and the relation of the magnitude 
of factor elasticities to assumptions about com- 
petition and the form of the aggregate pro- 
duction function as found in studies of sources 
of economic growth. Consequently, in specu- 
lating about the sources of residual expendi- 
ture growth, before conceding them to defi- 
ciencies in the structure of fiscal politics, one 
can point to the downward bias of elasticity 
coefficients derived from cross-section studies 
and the omission of important demand factors. 
For example, interdependencies such as con- 
gestion are rejected by Borcherding, except 
for their reflection in price and income effects, 
as unproved sources of growth in government 
spending. Further, determinants of govern- 
ment transfer payments to households, which 
amount to one-third of government’s share in 
1970, are not explicitly included. It is not obvi- 
ous how a rate of change in a variable could 
be introduced to capture redistributional ob- 
jectives. Perhaps the coefficients for income 
and population change as preferences and 
needs for such transfers change over time. The 
low elasticities used by Borcherding for these 
variables, derived almost exclusively from 
cross-section studies of state and local govern- 
ment spending, surely would not capture such 
contributions. 

The analyses of sources of growth discussed 
above presume that the public sector is acti- 
vated by individual maximizing behavior. 
Marxist thinking on expenditure growth in 
capitalist societies stresses conflict between the 
working and capitalist classes and rejects the 
neoclassical approach rooted in individual 
maximization because it “appears as an at- 
tempt to explain the essentially historical 
phenomenon of public expenditures without 
acknowledging any historically specific deter- 
minants of that phenomenon” [6, Foley, 1978, 
p. 236]. As regards a Marxist approach to ac- 
counting for the contemporary growth in pub- 
lic expenditure in capitalist countries, Duncan 
Foley objects to the deductive functionalism 


of the stsmdard Marxist view. He contends that 
it is not enough to show logically that public 
expenditures contribute to the reproduction 
of capitalist social relations. A satisfactory ex- 
planation requires careful, empirical analysis 
of “ ‘what is necessary for thp reproduction of 
the system’ ” and “the mechanism by which 
‘needs’ are transformed into actions” [6, 1978, 
p. 224]. As yet, according to Foley’s survey, 
methods for such Marxian analysis have not 
emerged, although some empirical work in this 
tradition has been done. 

Attainments and Achievements of Expendi- 
tures 

In addition to finding residual sources of 
growth, those who most vigorously contend 
that government spending is out of control ap- 
peal to rising expenditure shares and to theo- 
retical models that conclude that the con- 
straints embodied in contemporary fiscal 
institutions create biases in favor of expansion 
of public expenditures on the part of maximiz- 
ing voters, elected officials, and bureaucrats. 
They do not concentrate their concern or ex- 
press particular interest in changes in the social 
conditions toward which the programs fi- 
nanced by expenditures are directed. It ap- 
pears that concern and criticism of lack of 
achievement by public spending is far more 
often expressed by those who accept the possi- 
bility of a growing public sector, but insist on 
evaluating the programmatic components of 
government spending. 

Each of the specific OECD Studies of Health, 
Education, and Income Maintenance contains 
a survey of attainments or achievements in 
their respective program areas. What influ- 
ences have the increased coverage, transfer, 
and benefit ratios of public spending had on 
the economy and society? The difficulties of 
apportioning sources of change of expendi- 
tures are as nothing compared to the problems 
of relating social states to such underlying de- 
terminants as government programs. Time 
trends do show evidence of improvement in 
indices of morbidity and mortality, reduction 
in relative poverty, and higher educational lev- 
els among the population, which may be inter- 
preted as tangible indications of the fruits of 
public programs. 

Whether these and other effects have fur- 
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ther economic and social consequences in 
terais of labor productivity, technological 
growth, and social cohesiveness are, of course, 
unresolved issues subjected to much, as yet in- 
conclusive, investigation. The OECD Studies 
do not delve into these matters. They are men- 
tioned and, particularly as regards the distri- 
bution of benefits by social class, recognized 
as vital determfinants of a balanced evaluation 
of public spending. Still, for example, there is 
no effort to demonstrate the achievements of 
public spending by recourse to the results of 
benefit /cost studies of specific health or educa- 
tion programs. Nor, do the OECD Studies refer 
to the contribution of these or such other pub- 
lic programs as support for pure and applied 
research as indicated in studies of the sources 
of economic growth. At the same time, those 
who assert that the verdict is in and that ex- 
penditures are excessive do not appeal to these 
or similar studies of the contributions of public 
programs or lack thereof to past economic 
growth or other social outcomes. For them, 
it is demonstration enough that rational behav- 
ior under contemporary rules for collective 
choice are biased in favor of excessive public 
spending and that empirical studies support 
this contention in finding that fiscal behavior 
is a function of fiscal institutions. Finally, nei- 
ther the OECD nor the critics of public spend- 
ing speculate about the probable private uses 
of resources diverted from the public sector 
if expenditure shares were to be decreased or 
held constant. Benefit/ cost analysis, by treat- 
ing cost as the value of foregone benefits, does 
engage in such comparison, but is not suited 
to deal with redistributive effects. 

Public choice adherents remain uncon- 
vinced that “there is no escape from the neces- 
sity of using some ‘end-state’ criteria of the 
social good . . .” [7, Gordon, 1976, p. 587], Yet, 
it seems illogical to conclude that shares must 
be reduced without knowing what would be 
gained and lost and by whom. 

Projecting Public Expenditures 
The logic Deprogram evaluation, however, 
must be confronted with the realistic possibil- 
ity that even if it were possible to initiate or 
maintain programs only if they passed muster 
under examination of their costs and conse- 
quences, governments’ share could contimie 


to grow. What potential limits to public spend- 
ing are there, and how can they be expected 
to operate in the next decade or so? 

The OECD Studies point to two sorts of 
constraints. One is that various contributing 
factors have reached levels such that the fulfill- 
ment of needs makes further increase unneces- 
sary and, hence, unlikely. For example, the 
coverage and transfer ratios for public hospital 
care in Australia, Denmark, and Sweden had 
reached 100 percent by 1974 and, thus, will 
not contribute to further growth in public 
spending. The second limitation stems from 
considerations of finance rather than demand. 
The possible restraint here is that the indexing 
of direct taxes, which has occurred or will soon 
take place in response to the rise in real tax 
rates due to inflation, has seriously reduced 
prospects for further increases from these 
sources and that the usual resistance to indirect 
taxes will prevent recourse to them for addi- 
tional revenues. . 

With regard to the first limitation, the 
OECD Studies offer only modest assurance. 
Health, education, and income maintenance 
expenditures are projected in detail by apply- 
ing various assumptions to the contributing 
factor ratios, and more cursory projections 
made for public housing and urban infrastruc- 
ture. For education and income maintenance, 
the major source of potential increase in ex- 
penditure shares for the OECD countries 
stems from higher benefit levels. On average, 
benefits for health expenditures are not pro- 
jected to increase. Still, for the three expendi- 
ture categories, demographic factors alone will 
raise the expenditure share by some 1.8 per- 
centage points and eligibility changes to ap- 
proximate best-county practice raise this to 3.4 
points. To these must be added effects of the 
likely increases in benefit ratios. 

To hold the share of expenditures constant 
under these pressures would require no in- 
creases or even decreases in spending for other 
purposes and full-employment growth of GDP. 
Yet, OECD Study No. 5 points out that while 
some areas of conventional spending may be 
cut back or serviced by transfer to the private 
sector, it is improbable that on the whole hous- 
ing, transport, urban infrastructure, man- 
power, and industrial assistance programs will 
be held to current levels of spending. Conse- 
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quendy, the Study concludes, “the most likely 
outcmne for future public expenditure is that 
it will tend to increase its share of resources 
in the long run, although the change may be 
fairly slow and very probably not as fast inmost 
countries as it has been in the last ten to fifteen 
years" (p. 37). 

What of the tax constraint? WiU it inhibit 
the scenario of the projections? The OECD 
analysis in Study No. 5 suggests that in some 
countries the progressivity of direct taxation 
is a serious factor in diminishing work efibrt 
and contributes to inflation because it is passed 
along in increased wages and prices. These ele- 
ments may force tax reduction or stimulate tax- 
payer revolt. Still, the study finds that there 
are low-tax countries in the OECD (including 
the U.S.) where further increases in taxes are 
likely to be met with less resistance (p. 58). 
A rather forlorn hope is held out for devolution 
as a development that might hold spending 
down, but then, properly, the study concludes 
that this efiFect depends on the unlikely cir- 
cumstance of the lower levels of government 
being responsible for raising their own reve- 
nues. 

Conclusions 

It is tempting to conclude that the next de- 
cade will provide the key test of whether the 
government’s share in national product in rep- 
resentative democracies will stabilize without 
major reform of fiscal constitutions and institu- 
tions. Over the period from 1962 to 1976, 
transfer, coverage, and eligibility ratios rose 
to approximate norms for most countries in 
which they started the period at inordinately 
low levels. Pressures against increased tax rates 
are particularly great in those countries with 
the highest current expenditure shares. Thus, 
the next decade might reasonably afford a clear 
test of the limiting influence on public spend- 
ing emanating from meeting of basic needs 
and the resistance of suppliers of finance. 

This possibility for a natural experiment, 
however, is not really in the offing. A series 
of m^or developments, which have emerged 
in the past few years, are likely to increase 
greatly during the next few decades and un- 
dermine the general constancy of other factors 
necessary for even the crudest of natural ex- 
periments in the economic arena. These emer- 


gent factors include the interrelated matters 
of environmental concerns such as poUution 
and occupational health and safety, conserva- 
tion of fixed energy sources and the search for 
new sources, and the maintenance of world 
order in the face of nut^ear proliferation. 
These elements all create conditions that re- 
quire collective choices. Some aspects may be 
better handled by regulations that impose costs 
on private producers rather than direct public 
expenditures. (OECD Study No. 1 provides a 
survey of international responses to pollution 
control, which covers many of these issues.) 
Nevertheless, their emergence places the pub- 
lic sector even more in the center of determin- 
ing how we and our successors shall live on 
and transmit our planet. 

This makes it all the more important that 
we understand the significance and implica- 
tions of the factors that underlie the evolution 
of government expenditures, their eflfects, and 
the influence of the rules under which they 
are determined. Studies like that of the OECD 
are a vital contribution to this task, as are the 
studies and questions posed by the public 
choice school. The problems of the future are, 
however, too serious for ideological dispute 
and too potentially dangerous for the adoption 
of untested and untried discontinuous fiscal re- 
form which, while designed to prevent un- 
representative expenditures, well might in- 
hibit imaginative and necessary public 
responses to new and unpredecented demands 
on collective decision-making. 

Jerry Miner 

Maxwell School of Citizenship and 
Public Affairs, Syracuie University 
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Equalizing access to nursing services: The geo- 
graphic dimension. By F'rank A. Sloan. 
Health Manpower References. DHEW Pub- 
lication no. HRA 78-^1. Hyattsville, Md.: 
U.S. Department of Health, Education, and 
Welfare; Public Health Service; Health Re- 
sources Administration; Division of Nursing, 
1978. Pp. viii, 252. Paper. JEL 79-0266 
This study expands Frank A. Sloan’s U.S. 
Public Health Service-sponsored research on 
the geographic distribution of professional 
nursing services [2, 1975). In contrast with the 
comparatively nontechnical approach of his 
previous work, the new study interweaves eco- 
nomic and econometric theory to analyze geo- 
graphic difiFerences in the delivery of regis- 
tered nurse (RN) services for the purpo.se of 
developing recommendations to improve ac- 
cessibility in underserved areas. Single equa- 
tion models are designed to help policy makers 
construct the optimal compensation package 
and occupational environment necessary to at- 
tract and maintain an adequate number of 
qualified nurses. Data for the quantitative ana- 
lyses are from surveys of registered nurses and 
hospital directors of nursing, information re- 
ported by nurses and their families for the 1960 
and 1970 Census of Population, and the 1973 
Survey of Employment Opportunities for 
newly licensed nurses conducted by the Na- 
tional League for Nursing. The units of obser- 
vation alternate between individual hospitals 
and registered nurses. 


Regression techniques are used to investi- 
gate spatial variations in RN staffing, sensitivity 
to wage and fringe benefits, migration pat- 
terns, willingness to relocate, job turnover, re- 
tention, labor force participation, and hours 
worked. Certain findings are not very surpris- 
ing; others are, and undoubtedly will stimulate 
additional discussion and research. Many find- 
ings are likely to be useful for both scholarly 
and policy making purposes, including the fol- 
lowing: RN employment in different geo- 
graphic areas varies inversely with HN com- 
pensation relative to that paid for other types 
of nurses; the demand for acute hospital care 
afiects positively RN employment; ho.spitals ex- 
ercise little monopsonistic power in the nurse 
market, and unions have exerted only a nomi- 
nal impact on RN wages and employment; the 
philanthropic wage hypothesis* is rejected; ac- 
cess to cost reimbursement encourages hospi- 
tals to hire additional professional nurses; RN’s 
are unlikely to migrate for financial reasons 
and, at least during the early stage of their 
careers, tend to be attached to the state where 
they receive their training; husband’s earnings 
play a crucial role in determining whether a 
nurse remains in the labor force; labor force 
participation rates for and hours worked by 
unmarried nurses are generally insensitive to 
financial incentives; nurses are less resistant to 
working in rural areas than inner cities; and 
nurses locational preferences are independent 
of whether they have an associate, baccalau- 
reate. or diploma degree. 

As Sloan generally recognizes, the examina- 
tion of the inequities in the prevailing-distri- 
bution of registered nurses has several limita- 
tions. First, without specific criteria to establish 
the optimal distribution of nurses and concrete 
evidence that the existing utilization patterns 
are coincident with health needs, one cannot 
assess the adequacy or appropriateness of ob- 
served staffing patterns across hospitals. Sec- 
ond, analyzing RN staffing within a partial 
equilibrium framework downplays the possible 
substitution of non-RN hours for RN hours, as- 
sumes away important questions about the cost 

' i.e. That hospital administrators increase staff 
welfare by paying wages higher than necessary to 
attract workers. Here the hypothesis is that nonprofit 
hospitals pay higher wages than proprietary hospi- 
tals. 
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e£Fectiveness of alternative treatment modali- 
ties, and is relatively oblivious to interactions 
among sectors of the health industry. Third, 
the units of observation, while preferable to 
conventional statewide measures, are not only 
too small but are also at variance with the plan- 
ning and decision-making units currently re- 
quired by the National Health Planning and 
Resources Development Act (P.L. 93-641). 
Fourth, limited attention is paid to demand 
variables in explaining staffing differences, as 
well as in discussions of policies to influence 
nursing labor supply. Fifth, the estimated pa- 
rameters and standard errors might change 
significantly if the equations were specified dif- 
ferently and hospital occupancy rates were in- 
cluded in the analysis. 

Sloan presents his recommendations at the 
end of each chapter amid summaries of his 
findings. In general, they are not as specific 
nor as clearly identified as many policy makers 
might prefer, but instead are steeped in careful 
qualifications. His major conclusion seems to 
be that since professional nurses are highly im- 
mobile and unresponsive to economic incen- 
tives, the most reliable way to ameliorate geo- 
graphic disparities in the distribution of RN 
services is to expand nurse training programs. 
Sloan estimates that a doubling of class size 
in a state would on average augment nurse 
staffing in hospitals in that state by about 15 
to 20 percent (p. 49). 

Sloan focuses on the maldistribution of nurs- 
ing services; little is said about the possibility 
of altering the distribution of training pro- 
grams, nor is the prospect of their selective 
cutbacks discussed, but that is another book. 
Sloan is fairly reticent about the desirability 
and efficiency consequences of altering the 
level or composition of types of nurse training 
programs, the prevalance and magnitude of 
RN shortages at the national level, and 
whether scholarships and education subsidies 
should be awarded only to persons who other- 
wise would not have pursued a nursing career. 

Since the survey data were collected, several 
things have happened which may have at least 
partially reduced geographic variations, such 
as a 25 percent increase (1972-77) in the num- 
ber of registered nurses, greater emphasis on 
labo?* force participation and career orienta- 
tion among women, and the physician /nurse- 


attracting implications of the recent income 
gains in less affluent states and expansion of 
Medicaid coverage via the Supplemental Secu- 
rity Income program. These factors may help 
to explain why the Carter Administration rec- 
ommended cutbacks in the 1979 and 1980 
appropriations for federal nurse training assis- 
tance, and the more recent 1977 National Sam- 
ple Survey of Registered Nurses concludes that 
geographic mobility is an important character- 
istic of nurses [1, 1979]. 

Paul L. Grimaldi 

Seton Hall University 
South Orange, New Jersey 
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930 Urban Economics 
Housing costs and government regulations'. 
Confronting the regulatory maze. By Ste- 
phen R. Seidel. New Brunswick, N.J.: Cen- 
ter for Urban Policy Research, 1978. Pp. xvi, 
434. $17.95. JEL 78-0859 

Writing in The New York Times of 17 De- 
cember 1978, Murray L. Weidenbaum, Direc- 
tor of the Center for the Study of American 
Business at Washington University, St. Louis, 
poses the question; “How much regulation is 
too much?" He points out that, while govern- 
ment imposition of socially desirable require- 
ments on business through the regulatory pro- 
cess may “at first blush” appear inexpensive, 
the processes of regulation are intricate and 
engender substantial costs of compliance. Enu- 
merating the diverse costs of regulations to the 
purchaser of a new home, Weidenbaum uses 
a figure of $2,000 on the average to arrive at 
an aimual “hidden tax” on new-home buyers 
of approximately four billion dollars. 

Inspection fees, building permits, extremely de- 
tailed environmental impact studies, and the 
higher financing costs to cover the inevitable 
delays in obtaining approvals by a galaxy of gov- 
ernmental agencies — all these add at least 
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$2,000 to the cost of the average new house 
(other estimates are far higher). With almost 2 
million new homes being built a year, regulation 
constitutes a hidden tax of approximately $4 bil- 
lion on new-home buyers. 

In Housing Costs and Government Regula- 
tions, the potential excess costs of governmen- 
tal regulation are estimated at $9,844 for a 
$50,000 single-family home. “In this instance,” 
contributing author Kristina Ford says, “19.7 
percent of the purchase price of a house may 
be related to governmental regulatory excesses 
of one form or another" (p. 335). 

By reducing lot size of the $50,000 home 
from 1/ 2-acre to 1/ 4-acre, the excess cost of 
governmental regulation is computed at 
$7,566 or 15.1 percent of purchase price. By 
also decreasing the number of bedrooms from 
three to two on the 1/ 4-acre lot and dropping 
the purchase price from $50,000 to $40,000, 
the excess cost Imposed by government regula- 
tions falls to $5,792, or 14.5 percent of pur- 
chase price (Exhibit 13, pp. 336-39). While 
these computations may seem like a game of 
numbers, the costs are real indeed, as force- 
fully demonstrated by Seidel and his colleagues 
at the Center for Urban Policy Research, a 
part of Rutgers, the State University of New 
Jersey. 

With the express purposes of obtaining hard 
data for documenting and analyzing the eSFects 
of government regulations on the production 
costs of new homes, extensive survey work and 
interviews were undertaken by the Rutgers 
group. With the cooperation of the National 
Association of Home Builders (NAHB) and the 
Urban Land Institute (ULI), a mail survey was 
administered to 26,000 NAHB members and 
7,000 ULI members. From approximately 
2,500 returns of both member groups, 400 
firms were randomly selected for detailed in- 
terviews by telephone. In addition, 300 public 
agency officials at all levels of government 
were interviewed regarding the regulatory 
functions performed by their offices, relevant 
to existing building codes as well as zoning and 
subdivision codes and practices. Finally, four 
case studies of specific residential construction 
projects were undertaken in California, New 
Jersey, and North Carolina, in order to provide 
a closer perspective on how the regulatory 


process functions and observe its impact on 
the housing industry. 

The first section of the book provides an 
overview of the housing market, housing in- 
dustry, and array of government regulations, 
culminating in a conceptual framework for de- 
fining and analyzing the impact of regulations. 
The second section focuses on those areas of 
regulations that are held to affect significantly 
the cost of housing. Seven basic areas are exam- 
ined in detail: building codes, energy codes, 
subdivision controls, zoning regulations, 
growth controls, environmental restrictions, 
and financing regulations. The third and final 
section of the book summarizes the findings 
and proposes recommendations to make gov- 
ernment regulations more effective and simul- 
taneously less burdensome to the housing in- 
dustry. 

The concept of overregulation is developed 
by Kristina Ford in her solo chapter titled “Af- 
terword — A Guide to Cost Conversion,” which 
precedes the appendices and selected 
bibliography. A strict definition of overregula- 
tion is adopted for purposes of measurement, 
i.e., "’those forms or variations of govemmen- 
tally imposed controls which exceed minimum 
health, safety, and welfare considerations in 
the provision of housing” (p. 317). Professor 
Ford emphasizes that the definition used is a 
severe one, admitting only minimal standards 
for health and safety. Further, for any particu- 
lar development, there may not be as many 
development controb affecting the property 
as used in the examples. Consequently, these 
factors may lead to an overstating of the total 
cost associated with excessive governmental 
regulation. In other words, the examples used 
would apply to the “worst case,” in which a 
municipality has every one of the excessive re- 
quirements in effect. Regardless of possibility 
of exaggeration in the housing costs of regula- 
tions, it is hard to disagree with the concluding 
observation that “perhaps the most valuable 
result of the study is its usefulness as a guide 
to the potential cost impact of governmental 
regulations on savings that could be realized 
if specific reform suggestions were imder- 
taken” (p. 342). 

In edition to the costs of urmecessary or 
excessive requirements, the mgjor categories 
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of the costs of regulaticms are divided into di- 
rect costs and the costs of delay and uncer- 
tainty. The four case studies conducted as part 
of the overall study followed the broad frame- 
work of costs set forth in the three mi^or cate- 
gories. Case study no. 1 (New Jersey) found 
the direct costs of regulations to be $1,200 a 
unit; the costs of delay, $400; and the costs 
of unnecessary requirements, $1,700. Govern- 
ment regulations thus accounted for $3,300, 
or 8.7 percent of the final selling price of each 
unit (p. 53). The other three case studies, two 
in North Carolina and one in California, dem- 
onstrated the interaction between govern- 
ment regulations and the marketability of the 
units. “They showed that unless all of the many 
pieces of the development puzzle come to- 
gether at exactly the right time, the viability 
of the project will be in jeopardy” (p. 68). 

Putting all the pieces together, chapter 12 
(pp. 303-15) makes some solid observations 
and common sense recommendations. “In the 
final analysis, the principal problems of the in- 
dustry, and the cost increases imposed by many 
government regulations, seem to arise when 
those who promulgate such rules lose sight of 
why they are doing what they do and the hu- 
man environment in which they do them” (pp. 
303-04). 

Contrary to an expectation that less regula- 
tion is better, this book points to areas in which 


the govermnent must intervene in the housinj 
industry. It also attempts to point out the area 
in which government regulations are coimtei 
productive to the common good. “When sucl 
regulations drive up the cost of housing, the; 
do more than a disservice tp the housing indw 
try. They unnecessarily deprive American 
reasonable access to a reasonable home 
(p. 304). 

Disregarding the surprisingly low responsi 
rate to the national mail survey and a probabl 
overstatement of excessive costs of reguiatiom 
there is obvious merit in this pathfinding stud) 
The housing industry and government regula 
tors need to review the recommendations anc 
to take necessary steps to reduce utmecessar; 
costs. 

Home buyers, the housing industry, and gov 
ernment agencies are likely to profit from thi 
findings and recommendations. Urban econo 
mists, housing specialists, and city planner: 
among others, may also be challenged to inves 
tigate the next steps to strike a balance be 
tween costs and benefits. One day more hous 
ing may be provided to more people, with 
out uncertain delays and without many of th 
“hidden taxes” now levied on new homi 
buyers. 

Shirley F. Weis 
University of North Carolina 
Chapel Hill 
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published and brought to our attention but we have not received it from the publisher, we will 
write and request a copy. In future, if a book is published and would be of interest to our readers 
and an annotation does not appear six months after the publication date, please write to us concern- 
ing the book. Our staff is too small to monitor and order all books that are published here and 
abroad. 


000 General Economics; Theory; 

History; Systems 

010 General Economics 

Albrecht, Wiluam P., Jr. Microeconomic princi- 
ples. Englewood Cliffs, N.J.; Prentice-Hall, 1979. 
Pp. X, 433. $9.95. JEL 79-0867 

Undergraduate microeconomics text. Topics 
covered include: aspects of the market system and 
capitalism, consumer demand, cost, pure and im- 
perfect competition, agriculture, market power, 
regulation, ecology and economics, health, factor 
markets, labor, poverty, equality, international 
trade and exchange, and economic policy. Pro- 
vides commentaries highlighting applications of 
material presented. The author is Associate Profes- 
sor of Economics at the University of Iowa. Index. 

Associazione Bancaria Itauana. Bancaria: In- 
dici trentennali, 1947-1976. Rome: Author, 1977. 
Pp. 604. Paper. JEL 79-0868 

Italian language index of original research, notes 
on legal decisions, reviews of papers, and articles 
that have been published in Bancaria between 
1947 and 1976. In five parts: author index; index 
of articles by industry and commodity classifica- 
tion; reviews of jiuisprudence arranged chronolog- 
ically by date of the decision; index of book re- 
views, by author of the book; and analytical index. 

Craig, Eleanor D. Study guide to accompany 
"Dollars and Sense: An Introduction to Econom- 
ics. " Second edition. Glenview, 111.: Scott, Fores- 
man, 1979. Pp. 105. JEL 79-0869 

Study guide for Marilu Hurt, McCarty's text. 
Each chapter in the guide parallels a chapter in 
the text and contains a capsule summary, fill-in- 
the-blank review of the chapter, self-evaluating 
exercises and applications, a chapter test (true- 
false and multiple choice), and answers. The au- 


thor is Associate Professor of Economics, Univer- 
sity of Delaware. No index. 

PiNNiN, Wiluam M., Jr., and Smith, Gerald 
Alonzo, eds. The morality of scarcity: Limited 
resources and social policy. Baton Rouge and Lon- 
don; Louisiana State University Press, 1979. Pp. 
xi, 136. $10.95. JEL 79-0870 

Eight essays, six previously unpublished and two 
previously published in different forms, by scholars 
from the sciences, theology, social ethics, and eco- 
nomics, on ethical awareness and global interde- 
pendence, originating as a discussion series spon- 
sored by Louisiana State University’s Project on 
Science and Social Policy during the 1976-77 aca- 
demic year. Papers by economists include Ken- 
neth E. Boulding on values and preferences and 
Herman E. Daly on the fundamental moral values 
and scarcity of actual resources. Other topics cov- 
ered are; "lifeboat ethics” (Garrett Hardin), the 
realistic possibilities of increasing per capita food 
production (Robert Chandler, Jr.), medical ethics 
in the industrialized world (Harmon L. Smith), mo- 
rality and foreign policy (John C. Bennett), and 
the role of business, academia, government, and 
the church in ecological problems (Donald W. 
Shriver, Jr.). An epilogue provides a brief history 
of Malthusian thought from 1800 to 1962, by Ger- 
ald Alonzo Smith. The editors are Director and 
Research Associate, respectively, of the Project on 
Science and Social Policy. Index. 

Freeman, Richard B. Labor economics. Second 
edition. Foimdations of Modem Elconomics Series. 
Englewood Cliffs, N.J.: Prentice-Hall, [1972] 1979. 
Pp. viii, 200. $13.95, cloth; $8.95, paper. 

JEL 79-0871 

A supplementary and/or introductory text for 
principles of economics courses. This edition in- 
cludes new material on the economics of time. 
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imemployinent and wage inflation, labor demand, 
the Job market for cdlege students, grievance and 
arbitration, and a completely new chapter on the 
role of government in the labor market. [See JEL 
no. 73-0570 for annotation of original edition.] The 
author is Professor of Economics at Harvard Uni- 
versity. Index. 

Hayek, F. a. Law, legislation and liberty: A new 
statement of the liberal principles of Justice and 
political economy. Volume 3. The political order 
of a free people. Chicago: University of Chicago 
Press, 1979. Pp. xv, 244. $14.00. JEL 79-0872 

Final volume in the author’s study of the bases 
for political order in present-day "democratic” 
countries and of the alternative arrangements [see 
JEL nos. 74-0395 and 77-0305 for annotations of 
volumes 1 and 2]. Begun seventeen years ago, the 
whole work is “inspired by a growing apprehen- 
sion about the direction in which the political or- 
der of what used to be regarded as the most ad- 
vanced countries is tending.” The set of volumes, 
together with the author’s Denationalisation of 
Mondy [see JEL no. 77-01 28\, sketches “a guide 
out of the process of degeneration of the existing 
form of government,” and the present volume of- 
fers ”a proposal of basic alteration of the structure 
of democratic government . . . meant to provide 
a sort of intellectual stand-by equipment for the 
time . . . when the breakdown of the existing insti- 
tutions becomes unmistakable.” Together the vol- 
umes give details for the author’s modem restate- 
ment of the traditional doctrines of classical 
liberalism found in The Constitution of Liberty 
[see /fX no. 79-0004]. The author holds the 1974 
Nobel Memorial Prize in Economics. Cumulative 
author and subject indices for volumes 1-3. 

Harvey, Charles. Macroeconomics for Africa: The 
elementary theory of the working of present-day 
African economies, illustrated by examples taken 
mainly from the economy of Zambia. Studies in 
the Economics of Africa. Exeter, N.H.; London; 
Nairobi and Lusaka: Heinemann Educational 
Books, 1977. Pp. XV, 240. $8.50, paper. 

JEL 79-0873 

Macroeconomic text written for English-speak- 
ing African students, using mainly a Zambian con- 
text. Covers the standard topics excluding trade 
cycle theory. "Western” theory and standard ap- 
proaches are modified to deal with African situa- 
tioiu. Knowledge of simple algebra and graphs is 
assuRaed. The author, a Fellow of the Institute of 
Dev^opment Studies, University of Sussex, is on 
spcondinent to the Bank of Botswana as Assistant 
Director of Research and is lecturing at the Uni- 
versity of Botswana. Index. .— 


KuzMrrs, Frank E., ed. Leadership in a dynamic 
society. Foreword by Harold S. Cenben. The 
ITT Key Issues Lecture Series. Indianapolis: 
Bobbs-Merrill Educational, 1979. Pp. xvi, 75. 
$9.95, cloth; $4.95, paper. JEL 79-0874 

Six previously unpublished lectures, by repre- 
sentatives of academia, private enterprise, the 
public sector, and voluntary associations, on lead- 
ership and its relation to the needs of society, origi- 
nally presented at the ITT Key Issues Lectures 
held at Atlanta University in the fall of 1977 and 
spring of 1978. John B. Miner examines the pre- 
dicted shortage of managerial talent for the 1980’s; 
Earl G. Craves looks at the business sector’s swing 
to conservatism and its effects on minority groups; 
Samuel C. Jackson evaluates the federal govern- 
ment’s role in handling urban problems; and 
George S. Odiorne discusses the utilization of hu- 
man resources in the corporate organization em- 
phasizing the development of leadership. Also in- 
cludes: Vernon E. Jordan, Jr., on government 
leadership and its part in reviving the deteriorat- 
ing central cities and Dean Rusk on the motives, 
ideals, and traits pf a successful leader. The editor 
is Assistant Professor of Management, Graduate 
School of Business Administration, Atlanta Univer- 
sity. No index. 

Lindblom, Charles E. and Cohen, david K. Us- 
able knowledge: Social science and social problem 
solving. New Haven and London: Vale University 
Press, 1979. Pp. viii, 129. $10.00, cloth; $3.95, pa- 
per. JEL 79-0875 

An investigation into social problem solving, pol- 
icy making, policy analysis, and the role of social 
science and social research, not only in govern- 
ment but in business and in other private activities. 
A major theme is that “social science and social 
research are only weakly understood by their own 
practitioners . . . and that the practice of them 
is crippled by that misunderstanding.” Discusses 
the relation of "Professional social inquiry” (PSI) 
to social problem solving, the “mistaken pursuit 
of authoritativeness” and its alternatives, and the 
development of guidelines for the use of PSI in 
the choice and construction of research projects. 
The authors are Sterling Professor of Economics 
and Political Science at Yale University and Profes- 
sor of Elducation and Social Policy in the Harvard 
University Graduate School of Education. Bibliog- 
raphy; index. 

Lutz, Mark A. and Lux, Kenneth. The challenge 
of humanistic economics. Introduction by Ken- 
neth Bouldinc. Menlo Park, Calif.; London; Am- 
sterdam and Sydney; Benjamin /Cummings, 1979. 
Pp. V, 337. Paper. JEL 79-0876 
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Textbook designed as supplementary reading 
for the beginning economics student. Part one in- 
troduces the concept of humanism vis-d-vis psy- 
chology and economks and traces humanistic or 
need-based economics historically. Part two crit- 
ically examines modem economics, including the 
concepts of revealed preference, lexicographic or- 
derings, and Pareto optimality. Part three devel- 
ops the humanistic economic system, the primary 
thesis of which is that “economics as a science 
should promote human welfare by recognizing 
and integrating the full range of basic human val- 
ues” and applies it to problems of poverty, growth, 
and management of the workplace in the ad- 
vanced economies and in the Third World. Refer- 
ences follow each chapter. The authors are Associ- 
ate Professor of Economics at the University of 
Maine, Orono, and a licensed clinical psychologist, 
respectively. Index. 

[Marschak, Jacob.] Jacob Manchah Memorials 
and reminiscences. Edited by Jack Hihshleifeb 
AND Thomas A. Marschak. Los Angeles: Founda- 
tion for Research in Economics and Education, 
1978. Pp. 59. JEL 79-0877 

Collection of memorials, tributes, eulogies, and 
reminiscences of Jacob Marschak (1898-1977) by 
members of his family, students, friends, and col- 
leagues. Marschak, a pioneer econometrician, was 
President-Elect of the American Economic Associ- 
ation at the time of his death. Many of the memori- 
als are obituaries written for scholarly journals. No 
index. 

Moore, Robert L. Economic principles in action. 
Englewood ClifFs, N.J.: Prentice-Hall, 1979. Pp. 
xxiii, 101. $6.95, paper. JEL 79-0878 

Collection of short newspaper and magazine ar- 
ticles and questions or exercises for each that en- 
able the student to apply economic principles to 
the real world; usable as a supplement to any intro- 
ductory text. In four parts: supply, demand, and 
elasticity; macro principles, especially income de- 
termination, money, stagflation, and monitarism; 
micro principles, including cost and supply under 
various market structures, factor markets, and suc- 
cesses and failures of the market systems; and in- 
ternational issues. The author is at Occidental Col- 
lege, Los Angeles. Key concept index. 

National Science Foundation, Division of Sci- 
ence Information. Annotated bibliography, 
1973-1977. Washington, D.C.: NSF Directorate 
for Scientific, Technological and International Af- 
fairs, 1979. Pp. 170. Paper. JEL 79-0879 

Resumes of reports, articles, conference papers, 
and other publications produced from 1973 to 


1977 by projects funded by the Division of Science 
InfbTmation, Natimial Science Foundation. Entriee 
appear chronologically by year of publication. In- 
cludes indices of authors, associated c(»rporate au- 
thors, titles of reports and other puldications, 
award numbers, and subjects. 

Stager, David. Economic analysis and Canadian 
policy. Third edition. Toronto; Butterworth, 
11973, 1976] 1979. Pp. xi, 541. $12.95, paper. 

JEL 79-0880 

Text for a two-semester introductory course in 
economic analysis and Canadian economic policy. 
In four parts: economics and the market; the Cana- 
dian macroeconomy; consumers and producers; 
and income distribution. Elach section includes a 
statement of the goals, presentation of the theoret- 
ical framework, and a discussion of the related pol- 
icy in terms of history, legislation, and alternative 
actions. This edition has been brought up to date 
with respect to data, legislation, and events. Chap- 
ters contain summaries of the main points. Work- 
book and student guide available. The author is 
a member of the Department of Political Econ- 
omy, University of Toronto. Index. 

See also: Book Number /£L 79-1053 

020 General Economic Theory 

Arnold, R. Douglas. Congress and the Bureau- 
cracy: A theory of injluence. Yale Studies in Politi- 
cal Science, no. 28. New Haven and London: Yale 
University Press, 1679. Pp. xiii, 235. $17.50. 

JEL 79-0881 

Develops and tests a theory of congressional in- 
fluence on bureaucratic decision-making, focusing 
on those decisions relating to the geographic allo- 
cation of expenditures. Reviews existing theories 
of geographic allocation; presents a new theory 
that "explicitly takes into account differences in 
allocational processes, differences in the nature of 
government programs, and differences in congres- 
sional committees”; discusses methods for testing 
this and other theories of geographic allocation; 
analyzes three different expenditure programs to 
test the theory’s validity — (1) military employment 
from 1952-74, (2) model cities grants in 1967 and 
1968, and (3) water and sewer grants in 1970 and 
1971; concludes that "bureaucrats appear to allo- 
cate benefits strategically in an effort both to main- 
tain and to expand their supporting coalitions 
{with congressmen].” The author is Assistant Pro- 
fessor of Politics and Public Affairs at Princeton 
University. Index. 

Auster, Richard D. and Silver, Morris. The state 
as a firm: Economic forces in political develop- 
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ment. Studies in Public Choice, no. 3. Boston; The 
Hague and London: Martinus Niihoff, 1979. Pp. 
*. 178. $14.95. JEL 79-0882 

Develops the argument that states are firms coh- 
cerned primarily with the production of collective 
protection and punishment. Discusses fomu of 
ownership of states (democracy as a widely-held 
corporation; monarchy as a single proprietorship, 
etc.) and compares implications of the hypothesis 
against the historical record. Finds the evidence 
not inconsistent with the hypothesis. Examines the 
problems states pose for their citizens arising from 
the state's relative monopolistic position in its pri- 
mal industries, and explores remedies. Finds sup- 
port for the view that democracy without federal- 
ism is an expensive consumer good that is desired 
for itself despite its costs. The authors are a mem- 
ber of the faculty of the Economics Department 
of the University of Arizona and Professor of Eco- 
nomics at the City University of New York, respec- 
tively. Selected author, historical evidence, and 
subject indices. 

Bronfenbhenner, Martin. Macroeconomic alter- 
natives. Arlington Heights, 111.: AHM, 1979. Pp. 
xiil, 354. $13.95. JEL 79-0883 

Presents the principal macroeconomic theories 
in "confrontation," allowing “the reader as voter 
to choose intelligently between and among them.” 
Buttressing the text with geometry, algebra, and 
econometrics, the author first considers questions 
about macroeconomic aggregates themselves, 
moving to a discussion of the four theories on 
whether or not the economy tends towards full 
employment — the classical, neoclassical (both yes); 
Marxian, and Keynesian (both no). Part two exam- 
ines macrodynamics, specifically: growth theory 
as applied to advanced industrialized countries, 
business cycle theory, and economic forecasting. 
If used as a text, prerequisites are a "serious stu- 
dent” with “better-than-average preparation in el- 
ementary economics or no-worse-than-average 
preparation in intermediate economic theory.” 
The author is Kenan Professor of Economics, Duke 
University. Name and subject indices. 

Edcmand, Michael R. Macroeconomics: Theory 
and policy. Englewood Cliffs, N.J.: Prentice-Hall, 
1979. Pp. xiv, 553. $14.95. JEL 79-0884 

Intermediate text. Particular topics covered in- 
clude: national income accounting, the various as- 
pMilfif the theory of income determination, con- 
investment, the supply of and demand 
ibr laoney, Keynesian economics, inflation and un- 
employment and their interrelationships, eco- 
nbn^c growth, international trade, monetary and 
fiscal policy, and incomes policy. Contains policy 


applications and discussions of the U.S. experience. 
Copters supplemented with questions for review 
and suggested reading. Calculus not required. The 
author is at Oklahoma State University. Index. 

Eluott, Jan Walter. Macroeconomic analysis. 
Second edition. Cambridge, Mass.: Winthrop, 
[1975] 1979. Pp. XX, 456. $18.95. JEL 79-0885 
Intermediate macroeconomics text. For this edi- 
tion, statistical material and examples have been 
brought up to date and textual material has been 
checked for “degree of relevance and realism”; 
exact changes not noted. [See JEL no. 75-0912 
for annotation of original edition.] The author is 
at the University of Wisconsin, Milwaukee. Index. 

Harris, Donald J. Capital accumulation and in- 
come distribution. Stanford: Stanford University 
Press, 1978. Pp. ix, 313. $15.00. JEL 79-0886 
Outlines and appraises contemporary ap- 
proaches to a theory of accumulation and distri- 
bution in the capitalist economy. Reviews the con- 
ceptual framework developed by the English 
classical economists and by Marx, contrasting it 
with the neoclassical framework, and focuses on 
problems of modern growth theory. Develops a 
formal scheme of analysis incorporating a linear 
model of production with heterogeneous com- 
modities under conditions of simple and expanded 
reproduction. In view of this formulation, contrasts 
the neo-Keynesian and neoclassical approaches to 
accumulation and distribution and draws on ele- 
ments of Marxian theory to recast the issues. The 
author is Professor of Economics at Stanford Uni- 
versity. Bibliography; index. 

Hey, John D. Uncertainty in microeconomics. New 
York: New York University Press, 1979. Pp. vi, 
261. $18.95, cloth; $9.50, paper. JEL 79-0887 
A synthesis of recent work in the microebonom- 
ics of uncertainty. Views the study of uncertainty 
as intimately linked with efforts to establish a theo- 
retical foundation for both the study of disequi- 
librium phenomena and the study of the microeco- 
nomic basis of macroeconomics. Establishes the 
framework for rational behavior under uncer- 
tainty in a treatment of utility theory, decision 
theory, risk and risk aversion, and information. Re- 
formulates the conventional theories of consumer 
and firm behavior in terms of dynamic behavior 
under uncertainty and examines the interaction 
of economic agents in the marketplace. The author 
is Lecturer in Social and Ek;onomic Statistics at 
the University of York. Subject and author indices. 

Hoch, Robert. Consumption and price: With spe- 
cial regard to the theories and practice of the so- 
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cialist countries. Revised edition. Translated by 
GyOrcy Hajdu. Alphen aan den RUn, The Neth- 
erlands: Sythoff and Noordho£P; Budapest: Aka- 
dAmiai Kiadd; 1979. Pp. 408. $45.00. 

JEL 79-0888 

Revised and enlarged translation from the Hun- 
garian on theoretical problems of the consumer 
price mechanism and consumer price policy in 
socialist economies. Part one deals with the con- 
ceptual and theoretical categories of the level of 
consumer prices, while part two covers relative 
prices; part three discusses the principle of input- 
proportionality; and part four considers the two 
principles of structural policy and of (relative) 
price policy — the principle of returns vis-d-vis 
growth and the principle of input-proportionality 
as optimum concepts — and indicates what the au- 
thor deems most favorable for a socialist society. 
No index. 

Kay, Geoffrey. The economic theory of the work- 
ing class. New York: St. Martin’s Press, 1979. Pp. 
X, 140. $22.50. JEL 79-0889 

A textbook. Rejects "the complete and utter ir- 
rationality of capitalist production as a mode of 
satisfying human needs" and presents theory, 
"taken almost exclusively from Marx’s writings,” 
on surplus value, absolute and relative surplus 
value, industrial cooperation and machine pro- 
duction, wages, profits, and the "reserve army of 
labour.” The author is Lecturer in Economics at 
the City University, London. Index. 

Korliras, Panayotis G. and Thorn, Richard S., 
eds. Modern macroeconomics: Major contributions 
to contemporary thought. New York and London: 
Harper and Row, 1979. Pp. ix, 413. 

JEL 79-0890 

Twenty previously published articles, assembled 
to introduce advanced students in economics to 
the significant developments in macroeconomics 
in the last decade. In five parts: consumption and 
investment; demand management; inflation and 
unemployment; disequilibrium macroeconomics; 
and monetary growth models. Each part is pre- 
faced by introductions by the editors, professors 
of economics at the Athens School of Economics 
and Business Science and the University of Pitts- 
burgh, respectively. No index. 

KYn, OldDich and Schrettl, Wolfram, eds. On 
the stability of contemporary economic systems: 
Proceedings of the Third Reisensburg Symposium. 
Mathematical Studies in the Social and Behavioral 
Sciences, no. 3. Gottingen: Vandenhoeck and Hu- 
precht, 1979. Pp. 460. DM 98-. JEL 79-0891 


Twenty-five previously unpublished papers plus 
related comments on the theoretical and empirical 
problems of economic stability in both market and 
planned economies, originally presented at a sym- 
posium sponsored by the Commission for Research 
on Development of the Bavarian Academy of Sci- 
ences and the Volkswagen ' Foundation held at 
Reisensburg Castle, West Germany, in 1975. In 
three parts: part (me considers several aspects of 
short-run stability, including inflation, the labor 
market, theories oS the cycle, individual markets, 
and general disequilibrium, and part two looks at 
four aspe<ris of long-run stability, namely behav- 
ioral changes, technical and resource change, insti- 
tutional change, and system dynamics and cata- 
strophe. The last part is a final discussion of the 
proceedings. O. K^n is Professor of Economics, 
Boston University, and W. Schrettl is an economist 
with Osteuropa-Institut MUnchen in West Ger- 
many. No index. 

Lachmann, Ludwig M. Capital and its structure. 
Second edition. Studies in Economic Theory. Kan- 
sas City, Ks.: Universal Press Syndicate, Sheed An- 
drews and McMeel in cooperation with the Insti- 
tute for Humane Studies, Menlo Park, Calif., and 
the Cato Institute, San Francisco, [1956] 1978. Pp. 
xvii, 130. $4.95, paper. JEL 79-0892 

Reprint of a 1956 study with a new preface, 
presenting a structural theory of capital, which 
the author sees as germane to present-day eco- 
nomic concerns. Placing this study in the category 
of investigations of Hayek’s “theory of capital," 
as opposed to Solow’s "capital theory,” the author 
observes that "the theory of capital . . . has made 
little progress since 1941.” Employs a subjective 
approach, exploring the problems related to the 
concept of capital structure or "the order of capi- 
tal” used by society. Illustrates applications to 
problems ranging from "the productivity of capital 
to the demise of the ‘strong boom’ ” and empha- 
sizes transmission of knowledge as the “ultimate 
agent of all economic processes.” The author is a 
South African professor-emeritus. Index. 

Lancaster, Kelvin. Variety, equity, and efficiency: 
Product variety in an industrial society. Columbia 
Studies in Elconomics, no. 10. New York and Guild- 
ford, England: Columbia University Press, 1979. 
Pp. xi, 373. $22.50. JEL 79-0893 

Theoretical examination of the problem of the 
“optimal degree of product variety” in an econ- 
omy characterized by technological economies of 
scale and by a population with varied tastes. Eitijb- 
lishes an analytical framework based on (Nimmodi- 
ties viewed as bundles of characteristics rather 
than as technologicaUy immutable entities. Con- 
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$iden how the degree of product variety is affected 
by various market structures and assesses the via- 
bility of these structures under conditions in which 
firms must choose both the price and the specifica- 
tion of product characteristics. Finds the structure 
of the conventional model of perfect competition 
incompatible with the provision of optimal prod- 
uct variety under these conditions of full flexibility. 
Among other findings, concludes that it is not opti- 
mal to produce any good at minimum average 
cost under these conditions, but rather that firms 
should increase product variety and produce more 
goods, each at an output below the minimum aver- 
age cost level. The author is John Bates Clark Pro- 
fessor of Economics at Columbia University. Index. 

[Lerner, Abba P.] Theory for economic efficiency: 
Essays in honor of Abba P. Lemer. Edited by 
Harry I. Greenfield et al. Cambridge, Mass., 
and London: MIT Press, 1979. Pp. ix, 243. $25.00. 

JEL 79-0894 

Festschrift dedicated to Abba P, Lerner, Profes- 
sor of Economics at Florida State University at 
Tallahassee and E'ellow of the National Academy 
of Sciences, on the occasion of his 76th birthday. 
Comprises fifteen previously unpublished papers, 
covering topics on: the trade-off between growth 
and equity; consumer’s and producer’s surplus; 
neo-Keynesianism and monetarism in the short 
and long run; the politics of economic control; fis- 
cal policy; organizational design; perfect competi- 
tion in mining; Lemer and foreign trade theory; 
Keynes’s policy thinking; interest and land; envi- 
ronmental factors in project analysis; the translog 
production function; and deficit spending and 
crowding out. Contains a selected bibliography of 
Lerner’s publications. H. 1. Greenfield, along with 
co-editors Albert M. Levenson, William Hamo- 
vitch, and Eugene Rotwein, are members of the 
faculty of Queens College, City University of New 
York. No index. 

Mansfield, Edwin. Microeconomic problems; Case 
studies and exercises for review. Third edition. 
New York and London: Norton, [1971, 1975] 1979. 
Pp. vii, 241. $4.95, paper. JEL 79-0895 

Set of questions and case studies that cover most 
topics taught in an intermediate microeconomics 
course. Each chapter contains a case study, 20 or 
so questions and problems, a self-test, and a list 
of key terms for review. This edition includes 
many new problems, new true-false questions, and 

, •aevwal new topics (e.g., intertemporal choice). 

- WMi' iMv exceptions, the problems require only 
algebra. Brief answers provided. The author 
hi'.a Professor of Economics at the University of 
Pennsylvania. No index. ~ 


MANSFIELD, Edwin. Microeconomics: Theory and 
applications. Third edition. New York and Lon- 
don: Norton, [1970, 1975] 1979. Pp. xxii, 548. 
$12.95. JEL 79-0896 

Intermediate undergraduate text. This edition 
has been lengthened and includes extended cover- 
age of some traditional topics and totally new ma- 
terial on externalities, public choice, dynamic 
models of intertemporal choice, technological 
change, and transaction costs. A new review chap- 
ter on supply and demand has been added along 
with 34 new examples and 100 questions for dis- 
cussion and review. An instructor’s manual by Paul 
M. Sommers of Middlebury College is available. 
[See JEL no. 75-0621 for annotation of second edi- 
tion.) The author is at the University of Pennsylva- 
nia. Index. 

Mansfield, Edwin. Microeconomics: Theory and 
applications. Shorter third edition. New York and 
London: Norton, [1970, 1975] 1979. Pp. xiv, 400. 
$12.50. JEL 79-0897 

Abridged version of Mansfield’s most recent in- 
termediate text [see JEL no. 79-0896]. Topics not 
included: linear programming, benefit-cost analy- 
sis, intertemporal choice, technological change, 
and advanced materials and footnotes that contain 
mathematical derivations. All other changes in 
Mansfield’s third edition appear in this version. 
'The author is Professor of Economics at the Uni- 
versity of Pennsylvania. Index. 

Mansfield, Edwin, ed. Microeconomics: Selected 
readings. Third edition. New York and London: 
Norton, [1971, 1975) 1979, Pp. xiv, 677. $9.95, pa- 
per, JEL 79-0898 

Forty-seven previously published articles for use 
as a supplement to any intermediate textbook. Re- 
visions include: a totally new section on intertem- 
poral choice and technological choice and essays 
on the problems of the eighties, including pollu- 
tion, energy, and law enforcement. About one-fifth 
of the articles are new for this edition. Contains 
theoretical papers, micro applications, and case 
studies. [See JEL no. 76-0025 for annotation of 
second edition.] The author is Professor of Ek:o- 
nomics at the University of Pennsylvania. No in- 
dex. 

Mirkin, Boris G. Group choice. Elnglish edition. 
Translated by Yelena Queer. Edited by Peter 
C. Fishburn. Scripta Series in Mathematics. 
Washington, D.C.: Scripta Technica, Winston; dis- 
tributed by Wiley, Halsted Press, New York, 1979. 
Pp. XXX, 252. $22,50. JEL 79-0899 

Treatment of group choice as a general problem 
of aggregating individual preferences and, specifi- 
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cally, as a problem of data analysis. Written in set- 
theoretic language of finite mathematics, attempts 
to collect the main mathematical concepts linking 
social choice theory, expert evaluation analysis, ag- 
gregation of qualitative factors, general game the- 
ory, and economic equilibrium theory. Chapters 
address the measurement of individual and group 
preferences, maiority rule, axiomatic analysis or 
problems of consistency, expert judgment analy- 
sis, and game theoretic approaches to group 
choice. The author is affiliated with the Soviet 
Academy of Sciences at Novosibirsk and is Adjunct 
Professor of Applications of Mathematical Meth- 
ods at Novosibirsk University. Bibliography; index. 

Mueller, Dennis C. Public choice. Cambridge Sur- 
veys of Economic Literature. London; New York 
and Melbourne: Cambridge University Press, 
1979. Pp. xiii, 297. $24.95, cloth; $6.95, paper. 

JEL 7»-0900 

Survey of the literature on various topics in the 
field of public choice and public expenditure the- 
ory; this is an extension of an article appearing 
in this journal, June 1976. Part one looks at positive 
public choice, including the question of why col- 
lective decisions are necessary and the properties 
of the various voting procedures that have been 
used or proposed. Also examines some recent mod- 
els developed to study government bureaucracy. 
Part two reviews normative theories of the state 
and of collective public choice. The last part com- 
pares the positive and normative approaches. This 
version, an extension of an article appearing in 
this journal in June 1976, covers the same topics 
as the original paper (but in greater length), and 
also includes additional material on new voting 
methods and the supply side of the public weal. 
The author is Professor of Economics, University 
of Maryland. Bibliography; name and subject in- 
dices. 

Russell, R. Robert and Wilkinson, Maurice. 
Microeconomics: A synthesis of modem and neo- 
classical theory. New York; Chichester, England; 
Brisbane and Toronto: Wiley, 1979. Pp. xvii, 459. 
$22.50. JEL 79-0901 

Graduate or advanced undergraduate text in mi- 
croeconomics that integrates the work of the mar- 
ginalist school with the modem approach pio- 
neered by Arrow and Debreu, maintaining that 
neoclassical theory is a special case of modem the- 
ory. In four parts: consumer theory (including 
preference utility, and demand theories), pro- 
duction theory and linear production technologies; 
theory of market stmctures; and theory of general 
equilibrium and economic welfare. Elach part is 
accompanied by historical notes and a list of sug- 


gested readings; chapters contain exercises, Re- 
quires elementary differential calculus. R. R. Rus- 
sell is Professor of Eiconomics, University of CaU- 
fomia at San Diego, and M. Wilkinson is a professor 
at the Graduate &hool of Business, Columbia Uni- 
versity. Index. 

Shackle, G. L. S. Imagination and the nature of 
choice. Edinburgh: Edinburgh University Press, 
1979. Pp. x, 159. JEL 79-0902 

Seeks to show the “essential nature of choice 
as discernible in men’s most direct, inescapable 
and imperious intuitions.” Argues that choice is 
an “uncaused cause,” i.e., a beginning, thus It is 
not foreknowable, and that choice is a commit- 
ment made after comparison "amongst skeins of 
rival conceptions of the sequel of action.” The de- 
cision-maker then assesses the best course, the 
course that is most free from discernible obstruc- 
tion. Other areas of choice discussed include the 
incentive for choosing, a formal representation of 
the business of choice, the weight of arguments, 
the meaning of “calculable risk,” and whether 
there is a logic of uncertainty. The author is Profes- 
sor Emeritus of Economics at the University of 
Liverpool. Index. 

Thompson, Michael. Rubbish theory: The creation 
and destruction of value. Foreword by E. C. Zee- 
man. Oxford; New York; Toronto and Melbourne; 
Oxford University Press, 1979. Pp. ix, 228. $24.00. 

JEL 79-0903 

A social anthropological inquiry into the nature 
of the qualities possessed by objects. Argues that 
objects have social malleability — that objects have 
the qualities they have as a result of a social process 
of endowment. Illustrates hypothesis concerning 
transient goods (whose value tends to decrease 
over time), durable goods (whose value tends to 
increase), rubbish (with zero or negative value), 
and socially controlled transfers between these 
categories, with examples from housing controver- 
sies (why do certain areas become slumsH), the 
market for kitsch art, the ceremonial exchange 
of pigs in New Guinea (a critique of the Hansen- 
Samuelson model of trade cycles), changes in edu- 
cational curricula, and other areas. Views “rub- 
bish” as the visible intrusion of elements of nature 
that a culture chooses to discard and ignore (“resi- 
dues of our cultural categories”) and links the pro- 
cess of ignoring anomolous elements (the “conspir- 
acy of blindness”) to the cognitive imperative of 
imposing order on a chaotic universe. Criticizes 
social scientists and economists in particular, for 
contributing to this “conspiracy of blindness” 
rather than accommodating anomolies (“conserv- 
ing monsters"). Uses of catastrophe theory, de- 
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rived from matheiiuitictal topology, in modeling 
anomolies and difcontinuities. Based on a Ph.D. 
dissertation for the Anthropology Department at 
University College, London. No index. 

See also: Book Numbers /EL 7M904. 79-0909. 79- 
0996. 79-1064, 79-1104 

030 Hutoby of Economic Thought; 

Methodology 

Faber, Malte. Introduction to modem Austrian 
capital theory. Mathematical Economics no. 167. 
Lecture Notes in Economics and Mathematical 
Systems Series. Berlin and New York; Springer- 
Verlag, 1979. Pp. x, 196. $12.50, paper. 

JEL 79-0904 

Textbook covering Eugen von Bohm-Bawerk’s 
theory of capital and interest, the von Neumann 
model, a two-period two-sector and generalized 
multi-sector models of the neo- Austrian approach, 
and the von Bfihm-Bawerk-Schumpeter contro- 
versy concerning the zero rate of interest in a sta- 
tionary economy. Also compares the neo- Austrian 
approach to capital theory, with neoclassical and 
Hick’s neo-Austrian theories. The manuscript was 
used as the text for a senior undergraduate, first 
year graduate level course at the University of Hei- 
delberg, and although the author sees some pas- 
sages as demanding, “mathematical requirements 
consist only of an elementary form of the Kuhn- 
Tucker conditions and Cramer's rule.” Includes 
questions at the end of each chapter. The author 
is at the University of Heidelberg. Author and sub- 
ject indices. 

Holloway, John and Picciotto, Sol, eds. State 
and capital: A Marxist debate. Austin: University 
of Texas Press, 1979. Pp. 220. $13.50. 

JEL 79-0905 

Seven papers, appearing for the first time in 
English (all have previously appeared in West Ger- 
man publications), analyzing the relationship be- 
tween the capitalist state and the form of pro- 
duction in modern capitalist societies. The analyses 
reflect developments in Germany of the “state 
derivation” (Staatsableitung) debate, an attempt 
to extend Marx’s analysis and construct a material- 
ist theory the capitalist state that establishes 
the develo{M$Mint of political forms and the possi- 
bilities of pineal action as integral features of 
the- analysis J^f capital {voduction. The introduc- 
tory aaiay by the editors surveys the principal 
naOAodological features of contemporary German 
iljllH’xist analysis and contrasts it with other ap- 
‘l^aches. Bibliography; author and subject indi- 
ces. 


Keynes, John Maynard. The collected writings of 
John Maynard Keynes. Volume 23. Activities 
1940-1943: External war finarux. Edited by 
Donald Mogchidge. New York and London: 
Cambridge University Press for the Royal Eco- 
nomic Society, 1979. Pp. 378. $28.50. 

JEL 79-0906 

This volume in the twenty-nine volume new 
standard edition is the second of three on Britain’s 
problems in fiiumcing the war and focuses on Lend 
Lease policies [see JEL no. 79-0035 for annotation 
of Vol. 22 and June 1979, Vol. 17, pp. 539-41 for 
book review]. Covers Keynes’s papers and letters 
on the pre-Lend Lease war financing, the Lend 
Lease Agreements worked out in Washington in 
1941, the final negotiations in London, and the 
working of the Lend Lease Agreement up to 1943. 
Also includes work on the Middle Blast and India 
for the period 1940-43. Includes editorial com- 
ments. Index. 

Maarek, GfeRARD. An introduction to Karl Marx’s 
"Das Kapital": A study in formalisation. Preface 
by W. J. Baumql. Translated by Mansel Evans. 
New York; Oxford University Press, [1975] 1979. 
Pp. XX, 233. $22.00. JEL 79-0907 

This English translation of the 1975 French edi- 
tion contains a new preface (Edmond Malinvaud 
was the author of the preface to the French edi- 
tion). [See JEL no. 79-0037 for annotation of 
French edition and book reviews in March 1976, 
Vol. 14, pp. 82-88, and in March 1979, Vol. 17, 
pp. 92-93.] The author is an administrator at the 
Institut National de la Statistique et des £tudes 
Economiques in Paris. Index. 

Presley, John H. Robertsonian economics: An ex- 
amination of the work of Sir D. H. Robertson on 
industrial fluctuation. New York: Holmes and 
Meier. 1979. Pp. xi, 320. $29.50. JEL 79-0908 

A study of Sir Dennis Holme Robertson’s mac- 
roeconomic work on the trade cycle in a closed 
economy. The introduction offers a brief biogra- 
phy. Part one reviews trade cycle theories before 
1915; examines Robertson’s ’'rea/”theory of indus- 
trial fluctuation published in A Study of Industrial 
Fluctuation (1915) and dominated by the inherent 
features of capitalist economy with a heavy reli- 
ance upon the investment process; and considers 
the relationship between Robertson’s theory and 
alternative theories in 1915. Part two focuses on 
Robertson’s work on the role of saving and invest- 
ment and the influence of monetary forces on the 
trade cycle; explores Robertson’s response to the 
Ceneral Theory during the interwar years. Part 
three considers the policy implications of Robert- 
son’s analysis which, on the issue of inflation, ar- 
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gued that “control over tl>e quantity of money 
is a neoesMttr condition, even though not by itself 
a sufficient condition, for controlling the supply 
of loanable funds and hence the stream of total 
demand.” The author is Senior Lecturer and Di- 
rector of Studies in Economics at the University 
of Loughborough, England. Bibliography of Rob- 
ertson's writings; index. 

Smith, Vernon L., ed. Research in experimental 
economics. Volume 1. A Research Annual. Green- 
wich, Conn.: JAI Press, 1979. Pp. v, 374. $28.50, 
institutions; $14.50, individuals. JEL 79-0909 

Nine previously unpublished essays on the use 
of controlled experiments to establish economic 
theories. Topics covered include; an experimental 
analysis of decision-making procedures for discreet 
public goods; laboratory experiments on processes 
for the provision of public goods; the relation be- 
tween research on volunteer artifacts in psychol- 
ogy to economic experiments; the obtaining of un- 
biased and efficient samples; and the labor supply 
behavior of animals. Also discusses intertemporal 
competitive equilibrium, sealed-bid auction appli- 
cations, the number of market structures that can 
be expected under restricted trade, and the use 
of independently scaled utility functions in experi- 
mental applications of game theory. The editor 
is at the College of Business and Public Administra- 
tion, University of Arizona. No index. 

Trever, Albert Augustus, a history of Greek eco- 
nomic thought. Reprint. Philadelphia: Porcupine 
Press, [1916] 1978. Pp. 162. $13.50. 

JEL 79-0910 

Reprint of Trever’s 1916 examination of Greek 
thought in the field of economics. Written chrono- 
logically, the author begins with pre-Platonic 
thought, moving in order to Plato, Xenophon, De- 
mosthenes, Isocrates, Aristotle, and the minor phi- 
losophers that succeeded Plato and Aristotle. Con- 
cludes that although Greek economic thought was 
incidental to moral and political discussion, the 
Greeks did perceive, among others, the principles 
that the goal of economics is human welfare; that 
economic value is based on utility, demand, and 
cost of production; and that the factors of pro- 
duction are land, labor, and capital. In retrospect, 
however, the Greeks seem to have had very little 
direct or extensive influence on later economic 
theory. The author (1874-1940) was at Lawrence 
College, Appleton, Wisconsin, when this book was 
written. Bibliography; subject and author indices. 

See also: Book Numbers JEL 79-0877, 79-0886, 79- 
0889 


040 Economic Hutory 

Balabkins, Nicholas and Aizsilnieks, Arnolds. 
Entrepreneur in a small country: A case study 
against the background of the Latvian ecortomy, 
1919-1940. HicksviUe, N.Y.; Exposition Press, 
1975. xiv, 143. $6.50. JEL 79-0911 

Exunines the role of enterpreneurship in the 
evolutionary process of Latvia, during its brief pe- 
riod of independence, 1918-40. Part one outlines 
the political and economic facts and history of this 
new and small country, including its trend toward 
"statism” from the inception of independence. 
Part two analyzes the entrepreneurial activity of 
the large, privately-owned textile firm, Rigas Au- 
dums. The principal conclusion is that "sprawling 
bureaucratic controls of economic life . . . do not 
offer the most expeditious climate for fostering 
economic growth and the material well-being of 
a people.” A postscript on the lessons of the Lat- 
vian experience in which government bureau- 
cracy conflicts with entrepreneurship is offered to 
developing countries. The authors are economists 
at Lehigh University and in Sweden. Index. 

Brown, Jonathan C. A socioeconomic history of 
Argentina, 1776-1860. Cambridge Latin Ameri- 
can Studies, no. 35. Cambridge; New York and 
Melbourne: Cambridge University Press, 1979. Pp. 
xiv, 302. $24.95. JEL 79-0912 

Focuses on the impact of market mechanisms 
on the methods of production in the Rio de la 
Plata region. Describes the economic and social 
development of Argentina in the period 1776- 
1860; tests empirically and rejects the dependency 
theory; and agrees instead that “Argentine history 
before 1860 more nearly conforms to the 'staple 
theory’ of economic growth,” i.e., that export of 
staples carries the whole economy and the society. 
The author argues that "the linkage between in- 
dustrial demand and the raw materials producer 
more satisfactorily explains the timing, direction, 
and change in the socioeconomic history of Argen- 
tina in the era of traditional technology.” Selected 
bibliography; index. 

By ATT, I. C. R. The British electrical industry, 1875- 
1914: The economic returns to a new technology. 
Oxford; Oxford University Press, Clarendon Press, 
1979. Pp. xii, 228. $22.50. JEL 79-0913 

An economic history of electricity supply, elec- 
tric tramways and railways, electric power in fac- 
tories, and of electrical manufacturing in Britain 
from the late 1870’s to 1914. Examines the rela- 
tionship between the new technology and a new 
industry and emphasizes the type and size of the 
economic pay-off resulting from mgjor iimova- 
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tioiu. Alio invMtigates the relationship between 
businestmen and engineers; and die impact of the 
international market. Assesses the effects of devel- 
opments in the British electrical industry on the 
general economy, finding that the impact on total 
investment was considerable and the benefits irom 
factory electrification were important and widely 
spread. However, maintains that the slow growth 
in the use of electricity in Britain compared with 
Germany or the United States was due to its rela- 
tively high resource cost compared with other 
methods. Finds that “slow economic growth hin- 
dered the adoption of electrical equipment rather 
than the other way around." The author is deputy 
chief economic advisor at H. M. Treasury. Index. 

Carter, Ian. Farmlife in northeast Scotland, 1840- 
1914; The poor man's country. Edinburgh; John 
Donald; distributed by Humanities Press, Atlantic 
Highlands, NJ.. 1979. Pp. xiv, 258. $28.75. 

JEL 79-0914 

Examines the social history of agricultural pro- 
duction in northeast Scotland. Stresses the impor- 
tance of “social relations of men in production." 
Uses a Marxian model stressing the concepts of 
the “mode of production" and “social formation,” 
the total structure of social groups. Deals with the 
counties of Aberdeenshire. Banffshire, Kenardine, 
Morayshire, and Naim. Finds the forces shaping 
the social formation of rural northeast Scotland 
include the climatic and geological endowment 
of the different districts "modified by the incorpo- 
ration of the whole region in wider British and 
world economic networks through the expansion 
of the cattle and beef trades.” Bibliography; in- 
dex. 

Cowherd, Raymond G. Political economists and 
the English Poor Laws: A historical study of the 
influence of classical economics on the formation 
of social welfare policy. Athens: Ohio University 
Press, 1978. Pp. xvii, 300. $15.00. 

JEL 79-0915 

Documents and discusses forcefully the reforms 
initiated by three distinct groups; the Evangelical 
humanitarians (originally led by Jonas Hanway), 
the proponents of the natural law approach (influ- 
enced by Malthus’s original Essay on Population 
and by John Bird Sumner), and the Benthamite 
“radicals.” Identifies the important but nonethe- 
less linuted role the classical economists played. 
The period dbvered is horn the mid-eighteenth 
to the'liid-nineteenth centuries. The author, a his- 
toriiatt ii Professor Emeritus at Lehigh University. 
BibBography; index. 

[Funn, Michael Walter.] The search for wealth 
and stability: Essays in economic and social his- 


tory presented to M. W. Flinn. Edited by T. C. 
Smout. London; Macmillan Press, 1979. Pp. xx, 
291. $31.25. JEL 79-0916 

Thirteen previously unpublished papers pre- 
sented in honor of Professor M. W. Flinn on the 
occasion of his retirement from Edinburgh Univer- 
sity by former colleagues and students. Topics in- 
clude European and Caribbean sigriculture, immi- 
gration, the Industrial Revolution, and English and 
Scottish economic and social history. M. W. Flinn 
is Professor Ejneritus of Social History in the De- 
partment of Elconomic History at Edinburgh Uni- 
versity. Includes bibliography of M. W. Flinn’s 
works. Index. 

Gemery, Henry A. and Hogendorn, Jan S., eds. 
The uncommon market: Essays in the economic 
history of the Atlantic slave trade. Studies in Social 
Discontinuity. New York and London; Harcourt 
Brace Jovanovich, Academic Press, 1979. Pp. xvi, 
448. $24.00. JEL 79-0917 

Seventeen previously unpublished papers by 
economists and historians on the Atlantic slave 
trade, focusing both on the African experience and 
the Atlantic-American experience, originally pre- 
sented at a conference sponsored by the Mathe- 
matical Social Science Board of the National 
Science Foundation, held at Colby College (Water- 
ville, Maine) on 20-22 August 1075. Intended to 
combine and further the use of the analytical tech- 
niques of economists and historians and to cover 
all three segments of the slave trade — supply in 
Africa, transport to the Americas, and demand de- 
rived from the production of crops in the New 
World. Part one includes seven empirical papers 
on activities in Africa related to slave trade, partic- 
ularly the trans-Saharan trade, commercial organi- 
zation in Angola, the Dahomean slave trade, the 
economic costs of trade for West Afriqa in the 
eighteenth century, trade in the Central Sudan, 
and slavers in West Africa. Part two considers the 
structure of the trade and the economies involved 
in slavery, containing essays on mortality in the 
Dutch and French trades, the adaptability of the 
participants in the market, slave labor in British 
America, Danish abolition of slave trade, and Brit- 
ish repression of illegal French slave trade. The 
editors are members of the Department of Eco- 
nomics, Colby College. Index. 

Higman, B. W. Slave population and economy in 
Jamaica: 1807-1834. Paperback edition. Cam- 
bridge; New York and Melbourne: Cambridge Uni- 
versity Press, [1976] 1979. Pp. vii, 327. $9.95. 

JEL 79-0918 

Paperback reprint. [See JEL no. 77-0643 for an- 
notation and Volume 17, no. 1, March 1979, for 
book review.] 
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HOHORST, Gerd. Wirtschaftswachatum und Be- 
voelkerungaentwUklung in Prmusen 1816 bis 
1914. Dinertatioiu in European Economic His- 
tory. New York: Anio Press. 1977. Pp. xi, 467. 
$32.00. JEL 79-0919 

Explores interactions between demographic de- 
velopment and industrial development in Prussia 
and subdivisions in the nineteenth century. Seeks 
cliometric explanations for fertility decrease after 
1880 and hypothesizes rational family response to 
decreased infant mortality. Estimates per capita 
incomes and agricultural labor force share in Prus- 
sian administrative districts over the century; finds 
increasing Ejut-West divergence, but no Rostovian 
“take-off." Tests and rejects Mendels's proto-indus- 
trialization model on Kreis Hagen. Bibliography; 
no index. [P.B.H.] 

VON Laer, Hermann. Industrialisierung und Qua- 
litaet der Arbeit: eine Bildungs- oekonotnische Un- 
tersuchungfuerdasl9.JahrhundeTt. Dissertations 
in European Economic History. New York: Arno 
Press, 1977. Pp. x, 470. $32.00. JEL 79-0920 

Considers the supply and demand for human 
capital in nineteenth century Germany, focusing 
mainly on the Imperial period. Compares human 
capital inputs in the textile and machine tool in- 
dustries. Ejcamines and confirms the state's promo- 
tion of the accumulation of skills and knowledge, 
while emphasizing the need to differentiate 
among various types of schooling and on-the-job 
training. Concludes that the Industrial Revolution 
did not necessarily reduce the qualification level 
of the labor force and that the market for human 
capital was competitive. Bibliography; no index. 
[P.B.H.] 

Lis, Catharina and Saly, Hugo. Poverty and capi- 
talism in pre-industrial Europe. Pre-Industrial Eu- 
rope, 1350-1850, series, no. 1. Atlantic Highlands, 
N.J.: Humanities Press, 1979. Pp. xvi, 267. $26.25. 

JEL 79-0921 

A holistic study of the causes of socioeconomic 
inequality among peasants and urban craftsmen; 
the nature and extent of poverty; and the factors 
in poor relief policy and the system of public sup- 
port for the poor, which “evolved from a discon- 
tinuous and highly undifferentiated source of assis- 
tance, chiefly dispensed as private charity on a 
voluntary basis, to a continuous and selective sys- 
tem, largely maintained by public institutions 
which often taxed to raise the funds necessary,” 
but whose regulations were “more and more de- 
termined by the changing needs of the market 
and the variable level of social ‘stability’.” Organ- 
ized chronologically from the year 1000 to 1850, 
but the focus is on “the long sixteenth century” 
with its commercial capitalism, and the century 


after 1750 and the growth of industrisd capitalism. 
Argues that "poverty can be fully understood only 
as the consequence of an established structure of 
sur^dus-extractive relations” and "a network of pa- 
ternalistic initiatives [that] consolidated — and si- 
multaneously justified — a fundamental social in- 
equality.” The historian-authors are Senior 
Assistants, University of Brussels and University 
of Ghent, respectively. Bibliography; index. 

VON LOESCH, Achim. Gemuin labour banks in the 
twenties. Series Commonweal Economy, no. 12. 
Frankfurt: Bank fur Gemeinwirtschaft (BFG) Ak- 
tiengesellschaft, 1978. Pp. 68. JEL 79-0922 
History of the early trade union banks in Ger- 
many. Discusses the experience of these banks and 
looks at areas such as civil servants’ banks, trade 
union savings banks, house and specialized banks, 
and pure trade union banks. Shows that the banks 
were designed to provide the working class with 
credit, provide means for profitable investment, 
and to secure a role in the development of the 
money and credit system in general. Finds that 
these institutions formed out of various circum- 
stances but had to eventually adopt the rules and 
laws of private and public banks. Finds also that 
house banks, designed to aid investment, tended 
to be overrated in the twenties.The author is an 
economist with the union owned BFG Bank in 
Frankfurt. No index. 

UsELDiNG, Paul, ed. Research in economic history; 
A research annual. Vol. 4. Greenwich, Conn.: JAI 
Press, 1979. Pp, ix, 356. $32.00. JEL 79-0923 
Seven previously unpublished papers in the field 
of economic history. Contributions include: “A 
Simple Model of the Kondratieff Cycle” (W. W. 
Rostow and Michael Keimedy); “Schumpeterian 
Waves of Innovation and Infrastructure Develop- 
ment in Great Britain and the United States: The 
Kondratieff Cycle Revisited” (Raymond S. Hart- 
man and David R. Wheeler); “The Profitability of 
Northern Agriculture in 1860” (Fred Bateman and 
Jeremy Atack); “The Farm Enterprise: The North- 
ern United States, 1820-1860s” (Clarence H. Dan- 
hof); “Urban Improvement and the English Econ- 
omy in the Seventeenth and Eighteenth 
Centuries” (E. L. Jones and M. E. Falkus); “Occu- 
pational Structure, Dissent, and Educational Com- 
mitment; Lancashire, 1841” (Alexander James 
Field); “Industrial Work and the Family Life 
Cycle, 1889-1890” (Michael R. Haines). The editor 
is Professor of Economics at the University of Illi- 
nois, Urbana. No index. 

Wrightson, Keith and Levine, David. Poverty 
and piety in an English village: Terling, 1525- 
1700. Studies in Social Discontinuity. New York; 



1528 Journal of Economic Literature 


San Francisco and London; Harcourt Brace Jova- 
novich. Academic Pre», 1979. Pp. xii, 200. $17.00. 

JEL 79-0924 

A history of "how the villagers of Terling [Essex] 
experienced and came to terms with their places 
in an important period of England's history.” Fo- 
cuses upon the interaction of demographic, eco- 
nomic, political, social and cultural changes be- 
tween the national and local scene during the 
century and a half between the Reformation and 
the Revolution of 1688 by examining the process 
of change in a single village. Argues that two major 
developments in English rural society occurred 
in this period — (1) a significant weakening of the 
localism of provincial society and (2) a new com- 
plexity in the social differentiation of rural commu- 
nities. During these one and one-half centuries, 
there was considerable progress toward an inte- 
grated national economy and a marked intensifica- 
tion of the existing tendencies toward polarization 
of wealth and poverty. Principal sources are the 
parish register, villagers' wills, manorial and estate 
records, parish accounts, tax records, the records 
of Quarter Sessions and Assizes, and the records 
of the ecclesiastical courts. The authors are mem- 
bers of the Departments of History, St. Salvator's 
College, University of St. Andrews, Scotland, and 
the Ontario Institute for Studies in Education, To- 
ronto, respectively. Index. 

See also: Book Numbers JEL 79-0906, 79-0957, 79- 
1004, 79-1006 

050 Economic Systems 

Crouch, Colin, ed. State and economy in contem- 
porary capitalism. New York; St. Martin's Press, 
1979. Pp. 264. $22.50. JEL 79-0925 

Six previously unpublished essays by sociologists, 
economists, and international studies experts on 
the theory of the state in advanced capitalist soci- 
eties. Concerned with “the political, economic and 
social forces which together have recently made 
the position of the state in advanced capitalist soci- 
eties problematic”; state intervention in economic 
policy, industrial relations and planning of the cor- 
porate state, public spending, collective consump- 
tion, and the Keynesian strategies. Authors are; 
Colin Crouch, Robert Skidelsky, Andrew Martin, 
Michael Harloe, Frank Longstreth, and Dominic 
Strinati. The editor is Lecturer in Sociology at the 
London Schoo^'of Economics and Political Science. 
Bibliography; subject and name indices. 

CUSTAESSON, Bo, ed. Post-industrial society. New 
York; St. Martin's Press, 1979. Pp. 238. $22.50. 

JEL 79-0966 


Seven previously tmpublished articles, five ex- 
amining the fundamental features of, tmd trends 
in, contemporary modem capitalism in Western 
Europe, while two discuss the experience of Elast- 
era Europe and of China. The papers were pre- 
sented at a symposium at Uppsala University, 22- 
25 March 1977. Focuses on two salient features 
of post-industrial capitalist society; the growth of 
service industries and white collar employment 
and the expansion of the public sector. Titles and 
authors include; “The Rise of the Service Indus- 
tries and White-Collar Employment" (Sidney Pol- 
lard); “The New Industrial Structure — ^The Scandi- 
navian Experience” (Karl-Gustaf Hildebrand); 
“Public Expenditure Growth in Post-Industrial So- 
ciety” (Alan Peacock); “The Role of the Public Sec- 
tor in Scandinavia” (Erik Hook); “Recent Develop- 
ments in East European Economics” (Alec Nove); 
“Economic Politics and Political Economy in 
China” (Charles Bettelheim); and "The Direction 
of Change in Economic Systems” (W. Brus). Most 
papers are followed by comments. Also includes 
an appendix paper on postwar public sector 
growth in Sweden. Name and subject indices. 

Latta, Geoffrey W. ProJit sharing, employee stock 
ownership, savings, and asset formation plans in 
the Western World. Multinational Industrial Rela- 
tions Series No. 5. Philadelphia; University of 
Pennsylvania, Wharton School, Industrial Re- 
search Unit, 1979. Pp. xii, 192. $15.00, paper. 

JEL 79-0927 

Examines, compares, and contrasts the range of 
benefits focusing on profit-sharing, asset-forma- 
tion, and employee stock-ownership plans in the 
United States, Germany, Denmark, Sweden, the 
Netherlands, the United Kingdom, France, and 
other European countries. An appendix summa- 
rizes profit-sharing in some Latin American coun- 
tries and in Japan. The author, “a member of the 
industrial relations department of a major Ameri- 
can-based corporation,” finds that “plans have 
been most successful in the United States and Ger- 
many and least successful in a number of countries 
where the capitalist system has been considerably 
modified and where employers no longer appear 
to feel confident in actively proclaiming the values 
of that system.” Index. 

Thornley, Jenny. Workers’ cooperatives in France: 
How capital availability and state intervention af- 
fect production. Occasional Paper no. 6. London; 
Centre for Environmental Studies, 1978. Pp. 40. 
£1.40, paper. JEL 79-0928 

Surveys the characteristics, capital availability, 
and trends in production of workers' cooperatives 
in France since the turn of the century, but partic- 
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ularly since the 1960’s. Briefly compares the 
French experience to that of the British, and ar- 
gues that “the state's role in the development of 
workers’ cooperatives can be a facilitating one, and 
can be used to direct the growth of workers’ coop- 
eratives in certain sectors of the economy." No 
index. 

See also: Book Numbers JEL 79-0886, 79-0888 

100 Economic Growth; Development; 
Planning; Fluctuations 

110 Economic Growth; Development; and 
Planning Theory and Policy 

Behrman, Jere and Hanson, James A., eds. Short- 
term macroeconomic policy in Latin America. The 
National Bureau of Economic Research, Other 
Conference Series, no. 14. Cambridge, Mass.: Har- 
per & Row, Ballinger, for the NBER, 1Q79. Pp. 
xxi, 370. JEL 79-0929 

Eleven previously unpublished papers on the 
usefulness to Latin American planners of the re- 
cent work on forecasting, the cotutraints on short- 
run policy, and the impact of conventional macro 
policy in the Latin American institutional (tame- 
work; originally presented at a conference spon- 
sored by the Panamanian Ministry of Planning and 
Economic Policy, the Latin American Institute for 
Economic and Social Planning, and the National 
Bureau of Economic Research, held at Isla Contra- 
dora in Panama in November 1975. Includes three 
papers each on econometric models of Latin 
America, particularly those for Panama and Nica- 
ragua, and on the wage-price-output nexus and 
effectiveness of monetary policy, and one paper 
on the formulation of policy. Also covers the effect 
of the foreign sector on the domestic economy 
and problems of excess capacity. The editors note 
that the papers: (1) “provide little support for the 
effectiveness of moneteury policy,” especially in 
small, open economies; (2) show that forecasting 
can be useful for Latin American countries, even 
if used at a minimum level; and (3) demonstrate 
that nonconventional macro policies such as re- 
moving constraints to high utilization rates may 
be a more promising method in manipulating out- 
put in both the short- and long-run. J. R. Behrman 
is Professor and Chairperson of Economics at the 
University of Pennsylvania and J. A. Hanson is As- 
sociate Professor and Chairman of the Latin Amer- 
ican Studies Conunittee at Brown University. In- 
dex. 

Binkin, Martin and Kyriakopoulos, Irene. 
Youth or experience? Manning the modem mili- 


tary. Studies in Defense Policy. Washington, D.C.; 
Brookings Institution, 1979. Pp. x, 84. $2.95, p^>er. 

JEL 79-0930 

Examines the factors that shape the age and ex- 
perience profile of the enlisted component of the 
United States armed forces. Discusses the nature 
of to4ay's military jobs and evaluates the match 
between the occupational reqiiirements of the 
modem military and its workforce. The authors, 
members of the research staff of the Brookings 
Foreign Policy Studies program, argue for changes 
in policies, such as changes in the retirement age 
and the grade structure, which would result in a 
more experienced armed forces; assess the costs 
of proposed changes; and conclude that reform 
"not only would allow the nation to field more 
effective armed forces but could save money as 
well." No index. 

Frank, Andre Gunder. Dependent accumulation 
and underdevelopment. New York and London: 
Monthly Review Press, 1979. Pp. xx, 226. $15.00. 

JEL 79-0931 

Explains underdevelopment by an "analysis of 
the production and exchange relations of depen- 
dence.” Distinguishes the "three main stages or 
periods in this world embracing process of capital 
accumulation and capitalist development: mer- 
cantilist (1500-1770), industrial capitalist (1770- 
1870), and imperialist (1870-1930)." Analyzes each 
period in terms of history, trade relations between 
the metropolis and the periphery, and transforma- 
tion of the modes or relations of production, and 
the “development of underdevelopment” in the 
principal regions of Asia, Africa, and the Americas. 
The basic theme is that the imbalance of trade 
or “the secular excess of the underdeveloped coun- 
tries’ exports over imports has throughout . . . 
made a fundamental contribution to the accumula- 
tion of capital, technological progress and eco- 
nomic development of the now developed coun- 
tries; and . . . this exports surplus from the now 
underdeveloped countries has there developed 
the mode of production which underdeveloped 
Asia, Africa and Latin America." Three of the 
seven chapters have been published in journals. 
Bibliography; index. 

Giersch, Herbert, ed. International economic de- 
velopment and resource transfer: Workshop 1978. 
Tubingen, Germany; J. C. B. Mohr (Paul Siebeck), 
1979. Pp. vu, 619. JEL 79-0932 

Twenty-four previously unpublished papers 
from a workshop held in June 1978 at the Institut 
fUr Weltwirtschaft, Kiel University. Contributioiu 
organized under ten headings: Rural Industrializa- 
tion, Employment and Economic Development; 
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Choice of Techniques and Industries for Growth 
and Employment; Agricultural Patterns and Poli- 
cies in Developing Countries; Hypotheses for the 
Commodity exposition of Ej»t-West Trade; The 
Relationship Between the Domestic and Interna- 
tional Sectors in Economic Development; Patterns 
of Trade in Services and Knowledge; Changes in 
Industrial Interdependencies and Final Demand 
in Economic Development; Public Aid for Invest- 
ment in Manufacturing Industries; Institutional 
and Economic Criteria for the Choice of Technol- 
ogy in Developing Countries; and Problems of 
Measuring the Production and Absorption of 
Technologies in Developing Countries. Authors, 
chiefly economists, are from a variety of countries. 
No index. 

Higgins, Benjamin and Higgins, Jean Downing. 
Economic development of a small planet. New 
York; Norton. 1979. Pp. x. 292. $14.95, cloth; $6.95, 
paper. JEL 7&-0933 

Focuses on the global nature of the development 
problem and the environmental, physical, and hu- 
man limitations to economic growth as a vehicle 
for development. Points out that international eco- 
nomic policies that attempted to apply Western 
development formulas to development in the 
Third World during the period 1950 to the mid- 
1970’s have failed and asserts that solutions to eco- 
nomic and social problems and improved quality 
of life within a non-socialist system lie with income 
redistribution within and between nations. Argues 
that productivity has been rising too slowly neces- 
sitating a reassessment of the key strategic features 
of the major systems for development (both social- 
ism and capitalism), the role of political and socio- 
cultural factors, patterns of foreign trade and 
investment, and the international economy gener- 
ally. Concludes that the world’s economic and so- 
cial problems can be solved if "powerful nations 
reach an entente, and commit themselves to devel- 
opment” through “ingenuity and good manage- 
ment, . . . new frontiers of technological advance, 
new concepts of international organization, and 
new approaches to economic analysis and policy.” 
Benjamin Higgins is a vice-dean for research at 
the University of Ottawa. Index. 

PowELSON, John P., ed. A select bibliography on 
economic development: With annotations. West- 
view Special Sadies in Social, Political and Eco- 
nomic DevolJpment. Boulder, Colo.; Westview 
Press, 1979. Pp. xx, 450. $22.50. JEL 79-0934 
Bibliography on economic development of more 
thaa 2,000 items, published in the main since 1970; 
“m6st ... are annotated.” The first section lists 
periodicals and international agencies' series d(%i- 


ing with global development, Africa, Asia, and 
Latin America; the second section is divided into 
48 subject topics; and the last section is divided 
by area and country. Several works from related 
areas, such as politics, sociology, and history of 
LDC’s, are Included. Annotations are drawn from 
the Journal of Economic Literature, Foreign Af- 
fairs, Latin America in Books, and book publish- 
ers’ or sellers' brochures. The compiler is program 
director of the Institute of Behavioral Science and 
Professor of Elconomics, University of Colorado. 
No index. 

Stein, Leslie. The growth of East African exports 
and their effect on economic development. Lon- 
don: Groom Helm, 1979. Pp. 272. £11.95. 

JEL 79-0935 

A development case study of Kenya, Uganda, 
and Tanzania for the period 1959-71, stressing the 
contribution ^f exports to development. Begins by 
summarizing the general economic conditions, 
policies, and trends in each country studied; exam- 
ines comparatively the general export trends of 
the less developed countries and of Blast Africa; 
analyzes the growth of the region’s major export 
crops and the trade flows of the East African Com- 
mon Market; evaluates East Africa’s trade instabil- 
ity and its impact on each country’s economy; and 
concludes with a theoretical and empirical discus- 
sion of the relationship of trade to development. 
Although exports in these countries grew at a rate 
less than that of the LDC’s as a whole, concludes 
that the evidence supports the view that a fairly 
strong export-growth relationship existed. The au- 
thor is Senior Lecturer in Economics at the Lon- 
don School of Economics. Bibliography; index. 

'V'lLLAMlL, Jos^; J., ed. Transnational capitalism and 
national development: New perspectives on de- 
pendence. Humanities Studies in Development Se- 
ries. Atlantic Highlands, N.J.: Humanities Press, 
1979. Pp. ix, 325. $37.50. JEL 79-0936 

Fourteen essays, 11 previously unpublished, 
written by members of the Dependence Cluster 
at the Institute of Development Studies at the Uni- 
versity of Sussex, on the impact of the changing 
world economy on countries of the periphery, par- 
ticularly in light of the growing dominance of a 
relatively small number of large transnational cor- 
porations. In four parts: the papers in part one 
investigate some theoretical issues related to 
changes in the world system and the theories that 
interpret these changes, those in part two deal 
with transnational structures and processes, and 
those in part three focus on the impact of capitalist 
development and the role of the state. ’The final 
section considers alternatives to dependent capi- 
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tolist growth. The editor is Associate Professw at 
the Graduate School of Planning, University of 
Puerto Rico. Index. 

Waterston, Albert. Development planning: Les- 
sons of, experience. Paperback edition. Baltimore 
and London; Johns Hopkins University Press, 
[1965] 1979. Pp. xvii, 620. $8.95, paper. 

JEL 79-0937 

Paperback edition of a textbook originally pub- 
lished in 1965 and last reprinted in 1974. Part 
one describes and analyzes the planning process 
drawn from the experiences of some 55 coimtries 
in Africa, Asia, Europe, and the Americas. Part 
two discusses comparatively the experiences of 
countries in establishing organizations and admin- 
istrative procedures for preparing and implement- 
ing development projects, sectoral programs, and 
regional and national development plaits. The au- 
thor is a former advisor on planning organization 
in the Development Services Department of the 
World Bank. Name and subject indices. 

See also: Book Numbers JEL 79-0998. 79-1011, 79- 
1014, 79-1031, 79-1083, 79-1085, 79- 
1086, 79-1096, 79-1169 

120 Country Studies 

Baer, Werner. The Brazilian economy: Its growth 
and development. Columbus, Ohio: Grid, 1979. 
Pp. 239. $5.95, paper. JEL 79-0938 

Traces the historical evolution of the Brazilian 
economy, focusing upon the process, methods, and 
impact of its industrialization in the twentieth cen- 
tury. Examines the institutional structure of Bra- 
zil’s current mix of private and state capitalism 
and analyzes some aspects of its economic policies 
and system, which "account for the persistence 
of underdevelopment in the midst of economic 
growth." Part one offers the historical perspective, 
while part two deals with contemporary problems 
of foreign trade, inflation, regional imbalances, and 
agricultural growth and stagnation. The author is 
Professor of Economics, University of Illinois. Bib- 
liography; index. 

Blackaby, F. T., ed. British economic policy, 1960- 
74: Demand management. National Institute of 
Economic and Social Research, Students' Eklition, 
vol. 4. London; New York and Melbourne: Cam- 
bridge University Press, 1979. Pp. xiii, 454. 

JEL 79-0939 

Demand management section of the larger vol- 
ume British Economic Policy, 1960-74. [See JEL 
no. 79-0082 for annotation of full-length edition.] 
Selected bibliography; index. 


Diwan, Romesh and Desai, Suresh, eds. Indian 
economy in the 1970s: Papers and proceedings re- 
lating to the second conference of the Association 
of Indian Economics Studies, Montdair, Sew Jer- 
sey, August 19-21, 1977. Troy, N.Y.: Association 
of Indian Economics Studies, 1978. Pp. iv, 247. 
$7.00, paper. ' JEL 79-0940 

Seventeen previously unpubiidied papers on 
various aspects of India’s economic development 
including the ecoDomlc implications of the mani- 
festo of rite Janata Party, socioeconomic factors 
in agriculture, alternative development strategies, 
depletion of resources, income redistribution, re- 
search, manpower planning, population, the role 
of women, the economics of the 1975 Indian 
Emergency, and the contribution of foreign econ- 
omists to solving India’s poverty. Part two consists 
of a synopsis of the Association’s activities and pro- 
grams. The editors are at Rensselaer Polytechnic 
Institute and Montclair State College, respec- 
tively. No index. 

El Mallakh, Racaei. Kuwait: Trade and invest- 
ment Westview Special Studies in International 
Economics and Business. Boulder, Colo.: Westview 
Press, 1979. Pp, xxii, 262. $27.50. 

JEL 79-0941 

Describes Kuwait’s economic characteristics 
and social infrastructure, economic growth in the 
1970’s, its banking and monetary system, market- 
ing operations, and bilateral and multilateral ar- 
rangements. Assesses investment trends and op- 
portunities and considers the impact of Kuwait’s 
capital-surplus funds on the region, Europe, and 
the United States. The author is Professor of Eco- 
nomics at the University of Colorado, Boulder. 
Lengthy appendices provide additional statistical 
and factual information on ministries and agencies, 
laws and regulations, licensing procedures, and 
trade. Selected bibliography; index. 

El Mallakh, Racaei. Qatar: The development of 
an oil economy. New York: St. Martin’s Press, 1979. 
Pp, 183. $21.95. JEL 79-0942 

A study of economic conditions and develop- 
ment in this newly independent country and 
■'small’’ member of the Organization of the Petro- 
leum Exporting Countries (OPEC) and the Organ- 
ization of the Arab Petroleum Elxporting Countries 
(OAPEC). Examines the development of the oil 
sector, public finance and economic policy, agri- 
culture and industry, the social and capital infra- 
structure, money and banking, and international 
trade and regional cooperation. The author. Pro- 
fessor of Ekionomics at the University of Colorado, 
points out that, like in other oil-generated surplus- 
fund countries, the main constraint to Qatari eco- 
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nooilc deveb(»aient is manpower. Also stresses the 
importance of "the ability of Qatar and, indeed, 
other Gulf states to co<q>erate in both economic 
and social development programmes.” Bibliogra- 
phy; index. 

Hasan, Pahvez and Rao, D. C. Korea: Policy issues 
for long-term development: The report of a mis- 
sion sent to the Republic of Korea by the World 
Bank, World Bank Clotmtry Economic Reports. 
Baltimore and London: Johns Hopkins University 
Press for the World Bank, 1979. Pp. xx, 538. 
$25.00, cloth; $9.50, paper. JEL 79-0943 

Seventeenth in the current series of World Bank 
country economic reports. Part one consists of 
"The Main Report" of several World Bank missions 
that visited the Republic of Korea in 1976: this 
part presents a broad analysis of the pattern of 
economic growth, 1961-76; assesses Korea's 
Fourth Plan, 1977-81; and identifies development 
issues for the 1980’s. Part two is composed of three 
papers, which focus on human resources, discuss- 
ing population trends, policies and programs; so- 
cial development; and the labor supply and em- 
ployment. The five papers in part three evaluate 
past performances and prospects for Korea’s m^jor 
sectors. Part four consists of appendices, contain- 
ing a macroeconomic model, two short papers on 
the structure of exports and imports and on ex- 
ternal capital, and statistical tables. Concludes 
that if, as seems probable, a rate of economic 
growth of more than 9 percent a year can be 
sustained and if special redistributive measures 
are adopted, Korea can anticipate full employ- 
ment and the elimination of absolute poverty 
by 1990. Korea will have moved from a low- 
income LDC to a developed economy in 30 years. 
Index. 

Hong, Wontack. Trade, distortions, and employ- 
ment growth in Korea. Seoul: Korea Development 
Institute, 1979. Pp. x, 400. JEL 79-0944 

Analyzes the impact of export promotion on em- 
ployment growth in Korea. Describes growth and 
trade in Korea, 1910-77; reviews economic poli- 
cies and development plans, particularly those rel- 
evant to trade, for the period 1953-77; examines 
preferential direct and indirect tax policies, tariff 
and nq^tariff import restrictions, and loan alloca- 
tion.'t$|$||$ies; analyzes factor market distortions; 
and iny|$ittigates the employment implications of 
trade siM subsidy policies. A primary conclusion 
is that "the effect of export promotion on employ- 
ment in Korea was a rapid growth in total employ- 
ment in the 1960s, a relatively full employment 
since about 1970, and a change in the sectoral 
ijistribution of employment [from the farm ta4he 


manufacturing sector]." Part of die Korea modern- 
ization study, a Joint undertaking by the Korea 
Development Institute and Harvard Institute for 
International Development. Includes a lengthy 
statistical appendix. No index. 

iNSTrnrro de Planejamento EconOmico e 
Social. Brazilian economic studies. No. 4. Rio de 
Janeiro: Instituto de Planejamento Econdmico e 
Social (IPEA)/ Instituto de Pesquisas (INPES), 
1978. Pp. 177. Paper. JEL 79-0945 

Six previously unpublished papers, including: 
Dionisio Dias Carneiro Netto on recent behavior 
of the Brazilian economy in relation to govern- 
ment policy; Joao Sayad on financial markets; 
Hamilton C. Tolosa on dualism in the urban labor 
market; David E. Goodman and Daniel R. Oliveira 
on urban unemployment; Marcelo de Paiva Abreu 
on Brazil’s foreign debt policy between 1913 and 
1943; and Gervksio C. Rezende on employment 
problems in the agricultural region of Bahia. Also 
includes a review of recent foreign work on Brazil. 
[See /EL nos. 79-0949 and 79-0956 for annotations 
of vols. 1 and 2.] JMo index. 

King, J. R. Stabilization policy in an African setting: 
Kenya J 963-1 973. Studies in the Economics of Af- 
rica. Exeter, N.H.; London; Nairobi and Lusaka: 
Heinemann Educational Books, 1979. Pp. xi, 115. 
$21.50, cloth; $7.95, paper. JEL 79-0946 

Examination of prices, unemployment, and the 
balance of payments and how they are influenced 
or controlled by government policies. Comparing 
the income-expenditure model with the monetary 
theory of the balance of payments, finds that the 
latter provides a more comprehensive picture of 
the economy and yields a much closer approxima- 
tion to the real world. Part one is about stabiliza- 
tion policy, discussing the two models in the con- 
text of past and present controversies concerning 
stabilization policy. Part two is a case study of 
Kenya during its first ten years of independence, 
applying the stabilization models. Argues that the 
bases chosen for the teaching of stabilization policy 
influence the decisions of policy makers and thus 
the actual behavior of economies. Written for eco- 
nomics students in English-speaking Africa, "seeks 
to widen the horizons of the student rather than 
take the place of existing textbooks.” The author. 
Economics Advisor in the Inland Revenue, Lon- 
don, was formerly Lecturer of Economics at the 
Universities of Mauritius, Nairobi, and Lancaster. 
Index. 

Lgndahl, Mats. Peasants and poverty: A study of 
Haiti. New York: St. Martin’s Press, 1979. Pp. 699. 
$37.50. JEL 79-0947 
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Aiudyzes the Haitian peasant economy, mainly 
from the early 19S0’s to the early 1970’s, and ft>- 
cuses on the secular tendency of rural per capita 
incomes to decline. Describes the basic facts about 
products and agrarian structure and methods of 
production in the peasant sector; reviews the cu- 
mulative process of stagnation and retrogression 
in the agricultural sector; examines the commodity 
markets in which the peasants operate; discusses 
the interaction between population growth, com- 
position of peasant output, and erosion; analyzes 
the political role and government passivity in the 
agricultural sector; considers the impact of malnu- 
trition, disease, and rural education; and assesses 
the problems of rural credit and resistance to inno- 
vations. Notes that; “government attitudes consti- 
tute a main bottleneck in the development pro- 
cess." The author is Research Fellow in the 
Department of Economics at the University of 
Lund, Sweden. Bibliography; index. 

Makdisi, Samir A. Financial policy and economic 
growth: The Lebanese experience. Modern Middle 
East Series, no. 12. New York: Columbia University 
Press, 1979. Pp. xiii, 212. $17.50. JEL 79-0948 

Assesses Lebanon’s economic and financial per- 
formance during the period 1945-74; discusses the 
role that government policy positions played in 
the national economy; and, considering the disrup- 
tion of the 1975-76 civil war, evaluates the past 
and possible future roles of financial planning in 
the economic development of the country. An in- 
troduction focuses on financial policies and plan- 
ning as they relate particularly to developing 
countries; part one constructs the Lebanese policy 
framework based upon national policy positions 
and assesses monetary developments and eco- 
nomic events against this background; part two 
evaluates monetary and exchange-rate policy and 
outlines elements of future financial policy for 
Lebanon. The author is chairman of the economics 
department at the American University of Beirut. 
Includes a statistical appendix. Selected bibliogra- 
phy; index. 

Manso de Almeida, Wanderly J., ed. Brazilian 
economic studies. No. 1. Rio de Janeiro: Instituto 
de Planejamento Economico e Social (IPEA)/Insti- 
tuto de Pequisas (INPEiS), 1975. Pp. 274. Paper. 

JEL 79-0949 

First volume in an annual series published by 
the Institute of Economic and Social Planning in 
Rio de Janeiro through its research institute 
(Instituto de Pesquisas) designed for foreign read- 
ers interested in the Brazilian economy; most of 
the papers will be a product of the Institute and 
have some focus on govermnent policy. This vol- 


ume comprises seven papers, including; Werner 
Baer on recent developments in the Brazilian 
economy; Carlos Von Doeilinger on foreign trade 
policy; Ruy Miller Paiva on agricultural modern- 
ization and technological dualism in LDC’s; and 
Claudio de Moura Castro on training the industrial 
labor force. Other topics covered are employment 
variations in the service sector (Wanderly J. Manso 
de Almeida); fiscal incentives for the industrializa- 
tion of Brazil’s Northeast (David E. (foodman, Jdlio 
F. Ferreira Sena, and Roberto Cavalcanti de Albu- 
querque); and the macroeconomics of Brazil’s ur- 
banization (Hamilton Carvalho Tolosa). [See /£L 
nos. 79-0945 and 79-0956 for other volumes in 
this series.] No index. 

Mazur, Michael P. Economic growth and develop- 
ment in Jordan. Westview Special Studies on the 
Middle East. Boulder, Colo.; Westview Press, 1979. 
Pp. xvi, 314. $20.00. JEL 79-0950 

An analysis of the economies of pre-1967 Jordan 
and the post-1967 East Bank. Presents: a primarily 
statistical evaluation of the economic development 
of Jordan for the period between the unification 
of the two banks and the 1967 Middle East war; 
a survey of economic change in Jordan 1967-75, 
which includes a critical evaluation of data avail- 
able for that period; and an examination of govern- 
ment development policies in the areas of agricul- 
ture, industry, and general planning, with special 
emphasis on the Five-Year Development Plan for 
1976-80. Concludes that in the absence of political 
disruptions and major cutbacks in foreign aid, Jor- 
dan has reasonable prospects for achieving a rate 
of growth comparable to that of prewar Jordan. 
Finds Jordan experienced rapid output growth 
prior to 1967, more modest growth from 1967 to 
1975, and was a “booming economy" by the mid- 
1970’s. The author is Assistant Professor of Eco- 
nomics, Dartmouth College. Bibliography; no in- 
dex. 

Organisation for Economic Co-operation and 
Development. OECD economic surveys: Can- 
ada. Paris: OECD, 1979. Pp. 64. JEL 79-0951 
Examines domestic trends and balance of pay- 
ments developments in 1978; discusses policy ori- 
entation, including industrial policy problems; and 
reviews trends in early 1979 and assesses economic 
prospects for the next twelve months. Major fea- 
tures of the 1978 Canadian economy were slow 
growth, higher unemployment, accelerating con- 
sumer prices, and larger external deficit. The con- 
tinuing process of correcting fundamental imbal- 
ances resulted in a continued slowdown in the 
growth of money incomes and unit labor costs, 
and improvement in the international competitive 
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portion. The outlook to niid-1980 is that output 
growth will remain around 3V4 percent, below the 
rate of growth of capacity. Annexes present a chro- 
nology of main economic policy events, statistics, 
and international comparisons. No index. 

OnCANISATION FOB ECONOMIC CO-OPERATION AND 
Development. OECD economic surveys: Ger- 
many. Paris: OECD, 1979. Pp. 76. $3.00, paper. 

JEL 79-0952 

Part one reviews economic developments in 

1978, focusing on the continuing strength of Ger- 
many’s balance of payments. Part two analyzes 
fiscal and monetary policies since nud-1977. Part 
three discusses demand, output, prices, and the 
balance-of-payments outlook to mid- 1980 and con- 
cludes with a survey of m^jor policy consider- 
ations. Includes a chronology of main economic 
policy measures, a statistical annex, and interna- 
tional comparisons. No index. 

Organisation for Economic Co-operation and 
Development. OECD economic surveys: Japan. 
Paris: OECD. 1979. Pp. 63. JEL 79-0953 

Part one reviews the main developments, i.e., 
growth in domestic demand, improved labor mar- 
ket, moderated price increases, and the disappear- 
ance of the very large surplus in the balance of 
payments during 1978 and the early months of 

1979. Part two discusses demand management and 
other economic policies, including energy policy, 
while part three examines the causes and implica- 
tions of savings-investment balances of the main 
sectors in the medium-term. Part four assesses the 
short-term outlook and discusses pwlicy objectives. 
Includes a statistical annex and international com- 
parisons. No index. 

Organisation for Economic Co-operation and 
Development. OECD economic surveys: Switzer- 
land. Paris: OECD, 1979. Pp. 63. $3.00, per coun- 
try; $50.00 series subscription; paper. 

JEL 79-0954 

In four parts, part one surveys domestic per- 
formance in 1978 and the beginning of 1979; part 
two examines external transactions; part three dis- 
cusses monetary and fiscal policy as well as Swit- 
zerland’s policy of industrial redeployment; and 
part four reviews the short-term outlook and sum- 
marizo^ economic policy conclusions. Assuming no 
ohange'lg the exchange rate or in economic policy, 
fioreca^''no significant acceleration in the Swiss 
economy in 1979; some increase in inflation; a con- 
stant volume growth (2.75 percent) in gross fixed- 
asset formation; a 1.75 percent increase in final 
domestic demand (compared to 2.1 percent in 
1978), and a .5 percent volume growth of grow 


domestic product in 1979 (agaiiut .8 percent in 
1978). Statistical annex; no index. 

Perkins, J. O. N. Australia in the world economy. 
Third edition. Melbourne; Sun Books, [1968, 1971] 
1979. Pp. 182. A$14.95, cloth; A$5.9S, paper. 

JEL 79-0955 

Review of Australia and its problems in the field 
of intemationl economic policy. This edition in- 
cludes new material on balance of payments 
within the context of flexible exchange rates and 
on Australian international monetary arrange- 
ments in light of the numerous changes in the 
international scene during the 1970’s. [See JEL 
no. 71-1136 for previous annotation.] ’The author 
is Professor of Ek»nomics, University of Mel- 
bourne. Bibliography; index. 

Rezende, Fernando, ed. Brazilian economic stud- 
ies. No. 2. Rio de Janeiro: Instituto de Planeja- 
mento Econdmico e Social (IPEA)/ Instituto de 
Pesquisas (INPES), 1976. Pp. 217. $5.00, paper. 

JEL 79-0956 

Six papers. Wilfon Suzigan looks at early indus- 
trial and economic policy in Brazil; Regis Bonelli 
considers the role of technology in the growth of 
Brazilian manufacturing; Claudio R. Contador dis- 
cusses control of money where consideration is 
given to financial assets not included in traditional 
definitions of money; and Fernando Rezende dis- 
cusses income taxation and distribution of tax bur- 
den. Also includes Dennis ]. Mahar on develop- 
ment of the Western Amazon and Manoel A. Costa 
on internal migration and migrant adaptation. Abo 
includes two reviews of works on Brazil, publbhed 
abroad. [See /££, nos. 79-0945 and 79-0949 for 
volumes 1 and 4.] No index. 

Singer, Morris. Economic development in the con- 
text of short-term public policies: The economic 
advance of Turkey, 1938-1960. Turkish Elconomic 
Society Publications. Ankara; Turlush Economic 
Society, 1978. Pp. xxiii, 522. $6.00 sea freight, 
$10.00 airmail, paper. JEL 79-0957 

Study of the economic development of Turkey. 
Maintains that “the heads of state tended to focus 
their attention on the more immediate and short- 
tun economic problems of their country, and in 
the process they oRen harmed Turkey’s long-nm 
development and, in all likelihood, its short-term 
economic advance as well.” Examines industrial- 
ization policies of the 1940’s, agricultural policies 
of the 1950’s, inflation, and international trade; 
argues that Turkish governments’ failure to plan 
well for long-run development appears to result 
from “the decision to adopt a democratic system 
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of government and the {day of external events.” 
Data come from T\irtdsh govemmmit sources, inr 
terviews with public and private individuals, and 
published works. The author is Professor of Eco- 
nomics, University of Connecticut. Bibliography; 
index. 

Tsantis, Andreas C. and Pepper, Boy. Romania: 
The industrialization of an agrarian economy un- 
der socialist planning: Report of a mission sent 
to Romania by the World Bank. Washington, D.C.: 
World Bank; distributed by Johns Hopkins Univer- 
sity Press, Baltimore, 1979. Pp. xxxv, 707. $30.00, 
cloth; $9.95, paper. JEL 79-0958 

Descriptive and analytical report on the devel- 
opment of Romanian economy for the period end- 
ing in July 1977 and its prospects for the future. 
Describes the organization and operation of the 
economy, assesses and reviews the country's eco- 
nomic achievements 1950-75, and provides some 
prospects for development during the next de- 
cade. Particular attention is paid to management 
and the country's central plans. Finds overall that: 
(1) the 1950's and 1960's created a strong base 
for growth,- (2) the 1970's have been planned as 
the period of strength, industrial solidification, and 
emphasis on intensive agricultural development; 
(3) economic performance, 1971-75, was one of 
the most successful in Romania's history; (4) the 
1976-80 picture appears to show an ever more 
intensive industrialization drive; (5) the 1980’s will 
see a slowdown in the macroeconomy. About two- 
fifths of the book comprise appendices that contain 
information and statistics on organization, financ- 
ing, national accounting, banking wages, social 
welfare, and other areas; a Uu-ge number of tables 
on all areas of macroeconomic activity appear 
throughout the text. No index. 

Uppal, J. S., ed. India’s economic problems: An ana- 
lytical approach. Second edition. New York: St. 
Martin's Press, [1975] 1979. Pp. xiv, 409. $19.95. 

JEL 79-0959 

Twenty-one papers by U.S.-based Indian econo- 
mists, usable as a book of readings for undergradu- 
ate and graduate courses for students at Indian 
universities. In eight parts: the national economy, 
population, the primary sector, economic policy, 
labor and unemployment, the financial sector, 
public finance, and international economic rela- 
tions. All chapters for this edition have been re- 
vised and statistical material has been brought up 
to date. New chapters have been added on Gan- 
dhian economics and the impact on the economy 
of “black money,” i.e., illegal earnings obtained 
through tax evasion, clandestine operations, and 
the performance of illegal services. The editor is 


Professor of Econtunics, State Universtty of New 
York at Albany. Index. 

WosoN, Rodney. The economies of the Middle East 
New York; Holmes & Meier, 1979. Pp. xiii, 209. 
$33.50. JEL 79-0960 

A broad-baaed guide to the economies of 18 Mid- 
dle Eastern countries, with separate chapters on 
the five most economically significant— Iran, 
E^Sypt, Turkey, Saudi Arabia, and Israel. Intended 
primarily for the businessman; focuses on the in- 
terplay of politics and economic development The 
author is Lecturer in the Economics of the Middle 
Elast at the University of Durham. Index. 

See also: Book Numbers /EL 79-0912, 79-0934, 79- 
0935, 79-0966, 79-0968. 79-1106, 79- 
1157, 79-1179 

130 EcoNoaoc Fluctuations; Forbcastinc; 
Stabilization; and Inflation 

CAcan, Phillip. Persistent inflation: Historical and 
political essays. New York: Columbia University 
Press, 1979. $17.50, cloth; $7.50, paper. 

JEL 79-0961 

Nine essays written during the period 1968-78 
and presented here in sequence for the most part, 
with minor revisions from previously published 
versions. Part one discusses the nature and cause 
of inflation; part two is a historical survey of the 
escalation of inflation since 1965; part three offers 
analyses of policy issues, including the effects of 
a firm anti-inflationary policy on unemployment 
and the reduction of inflation by slack demand. 
The author. Professor of Economics at Columbia 
University, holds that “decreases in monetary 
growth first reduce output and employment, and 
only begin to affect most prices after a consider- 
able time.” He abo writes that “even though the 
economic capability of subduing inflation exists, 
it is not encouraging that, after more than a decade 
of escalating inflation, a political consensus in favor 
of an effective anti-inflationary policy has still not 
formed.” Index. 

Craine, Roger and Pierce, James L., et al. 1978 
West Coast Academic/Federal Reserve Economic 
Research Seminar. San Francisco: Federal Reserve 
Bank of San Francisco, 1979. Pp. 190. Free, paper. 

JEL 79-0962 

Six previously unpublished papers and related 
discussions on various topics of monetary policy, 
inflation, and purchasing power parity, from a con- 
ference held at the Federal Reserve Bank of San 
Francisco on 2 and 3 November 1978. Roger 
Craine and James L. Pierce consider the time 
structure of interest rates; Victor A. Canto, Doug- 
las H. Joines, and Arthur B. Laffer present an in- 
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come expenditure version of the wedge model; 
William S. Haraf discusses the effects of monetary 
shoclcs on inventories and orders; Michael H. 
Darby looks at the NBEH international transmis- 
sion of inflation model; Richard James Sweeney 
writes on risk, inflation, and the rate of exchange; 
and Henry N. Goldstein examines floating ex- 
change rates and modified purchasing power par- 
ity. No index. 

Ettun, Franz A., et al. The STUP I quarterly 
econometric model of Sweden; The equation sys- 
tem. Stockholm: Economic Research Institute at 
the Stockholm School of Economics, 1979. Pp. v, 
178. JEL 79-0963 

Research report presenting the equations of the 
STEP 1 (Stockholm Econometric Project Model 
1) quarterly econometric system, a model that is 
incorporated in the international econometric sys- 
tem of Project LINK. The system is basically con- 
ceived of as a structural economic and institutional 
model rather than as a forecasting model per se. 
Discusses estimation procedures (generally ordi- 
nary least squares), imposed restricitons, and treat- 
ment of lags. Includes list of over 600 variables, 
362 of which are currently endogenous. Co-au- 
thors include: Johan A. Lybeck, Ingemar Erikson, 
Svante Johansson, and Bjorn Jarnhiili. No index. 

Gillion, C. and O’Neil, M. J. An input-output 
model of structural development. Research Paper 
no. 26. Wellington: Reserve Bank of New Zealand, 

1978. Pp. 91. Free, paper. JEL 79-0964 

Introduces a medium-term econometric input- 

output model of the New Zealand economy and 
employs it to project the size and configuration 
of the economy in 1986. Describes basic features 
of the model, discusses the forecasts of the exoge- 
nous and policy variables, and examines several 
alternative exogenous forecasts and their impact 
on projections. Notes that the model is chiefly con- 
cerned with supply side and does not incorporate 
considerations of the timing and feasibility of the 
growth path. The authors are Senior Lecturer in 
Econometrics at Victoria University of Wellington 
and Staff Member of the Economic Department 
of the Reserve Bank of New Zealand, respectively. 

No index. 

Gordon, Robsrt J. and Pelkmans, Jacques. 

Challenf^ to interdependent economies; The in- 
■::::,.dustttt0J(fesf'in the coming decade. Introduction 
by Ecpard L. Morse and Thomas Wallin. 
1980a^Project/ Council on Foreign Relations. New 
York; London; Montreal and Tokyo: McGraw-Hill, 

1979. Pp. xii, 149. $9.95, cloth; $6.95, paper. 

JEL 79-0965 


Two essays on macroeconomic 
and the new economic nationalism. Robert Cor- 
don, Professor of Economics at Northwestern Uni- 
versity, in his review of domestic macroeconomic 
problems and policy, focuses upon the perfor- 
mance of the U.S. economy (assumed to be closed, 
except for oil imports) and discusses the "dispute" 
between the monetarists and the noiunonetarists, 
outlines a package of "policy priorities to achieve 
steady low-inflation growth in the 1980s.” The sec- 
ond essay by Jacques Pelkmans, Assistant Professor 
of International Economics at Tilburg University 
in the Netherlands, analyzes the nature and future 
of international economic cooperation among 
Western countries; argues that the preservation 
of the achievements of negative economic cooper- 
ation is threatened by the need to adjust to the 
greater openness of the OECD economy; and con- 
cludes that the “nearly prohibitive barriers to posi- 
tive policy cooperation, on the one hand, and the 
absence of any cooperative mechanisms for an ad- 
equate regulation of international trade growth, 
on the other, do not bode well for OECD-area 
adjustment.” Selected bibliography; index. 

Hansen, Jorcen, et al. Nordic economic outlook: 
May 1979. Economic Research Reports, no. 36. 
Stockholm: Swedish Industrial Publications, 1979. 
Pp. 39. JEL 79-0966 

Semi-annual economic outlook for the econo- 
mies of Denmark, Finland, Norway, and Sweden. 
Covers the general situation, trade, consumption, 
investment, labor, and costs and prices for each 
country. Predicts that for 1980: (1) only Norway 
will have a continued increase in investment; (2) 
the contribution to growth from the public sector 
will decline in all countries but Denmark; (3) im- 
port volumes will increase for the entire Nordic 
area; and (4) unemployment will decrease^margin- 
ally in Finland and Sweden, remain constant- in 
Denmark, and increase in Norway. No index. 

Heathfield, David F., ed. Perspectives on infla- 
tion: Models and policies. London and New York: 
Longman, 1979. Pp. 238. JEL 79-0967 

Eight previously unpublished essays examining 
inflation in terms of some exisitng models, with 
the question “What is inflation and what if any- 
thing ought to be done about it)’” Phyllis Deane 
surveys the history of inflation and stabilization 
policy; Victoria Chick considers the multiplicity 
of views of the monetarist school; J. D. Byers exam- 
ines inflation as related to the labor market; Shanti 
P. Chakravarty looks at raw materials and fuel as 
a source of inflation; George McKenzie raises the 
question of the international transmission of infla- 
tion; David F. Heathfield investigates pricing deci- 
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at and retail levels; J. A. 

Kfegtd ifiaotines Keyaes view of inflation; and Alec 
^iove describes administered prices in the Soviet 
Union and Poland. Hie editor notes that perhaps 
inflation is the result of the incompatibility of com- 
peting claims on the national or international in- 
come, but the loser in the distribution is pacified 
with an increase in money income (which pushes 
up prices). Therefore, inflation may “be the least 
disruptive method of reconciling the irreconcil- 
able, and what is being lamented is the underlying 
conflict rather than the inflation itself.” The editor 
is Senior Lecturer in Economics at the University 
of Southampton. Index. 

Looney, Robert E. The economic consequences of 
world inflation on semi-dependent countries. 
Washington, D.C.; University Press of America, 
1979. Pp. xvi, 281. $10.00, paper. 

JEL 79-0968 

Analysis of the recent global inflation, including 
alternative theories and patterns, and examination 
of its effect on semi-dependent countries, i.e., 
countries that can alter the impact of world price 
increases on domestic prices by domestic mone- 
tary and fiscal policies. Uses South Africa and Mex- 
ico as case studies. Discusses the nature and char- 
acteristics of the inflation of the 1970’s, the 
patterns and measurement of world inflation, and 
the monetary model of "imported inflation." Also 
looks at inflation and its relation to monetary au- 
tonomy and devotes about one-third of the book 
to the study of the monetary arrangements and 
inflationary mechanisms in Mexico and South Af- 
rica. Finds, on a global level, that nearly all infla- 
tion in the late 1960's and early 1970’s can be 
attributed to the quickened rate of growth of the 
world money supply. Concludes that semi-de- 
pendent countries can reduce unemployment by 
allowing some flexibility in their exchange rates 
and can reduce inflation by a gradual and steady 
reduction in the growth of the money supply. In- 
cludes numerous tables and figures on sources and 
levels of worldwide inflation since the 1950’s. The 
author is Associate Professor of International Eco- 
nomics at the Monetary Institute of Foreign Stud- 
ies, Monterey, California. Bibliography; no in- 
dex. 

[Mason, Will E.] The political economy of policy- 
making; Essays in honor of Will E. Mason. Edited 
by Michael P. Dooley, Herbert M. Kaufman, 
and Raymond E. Lombra. Foreword by Robert 
W. Glower. Comparative Political Economy and 
Policy Series, vol. 4. Beverly Hills and London: 
Sage, 1979. Pp. 248. $18.50, cloth; $8.95, paper. 

JEL 79-0969 


Ten previously unpublished essays on the eco- 
nomic issues invrolved in the focmijjation and im- 
plementation of public policy written in honor of 
Will E. Mason, Professor of Elconomics at Pennsyl- 
vania State University, on the occasion of his retire- 
ment. The central theme nmning durough all the 
papers is that the apparent inability of economic 
theory to explain reality may be due in part to 
the failure to extend economic theory to the be- 
havior of governments and the failure to come 
to grips with the interdependencies between the 
public and private sectors. In three parts: eco- 
nomic instability and stabilization policy; equity 
and efficiency considerations; and policy-making 
in an open economy. Contributors include: Robert 
E. Weintraub; Thomas M. Havrilesky; Thomas M. 
Humphrey; William ]. Baumol; Edward J. Kane; 
Charles C. Baker, Jr.; Lance Girton and Don 
Roper; and the editors. M. P. Dooley is a staff mem- 
ber of the Federal Reserve Board, and H. M. Kauf- 
man and R. E. Lombra are Associate Professors 
of Elconomics at Arizona State University and 
Pennsylvania State University, respectively. No in- 
dex. 

Minsky, Hyman P. The financial instability hypoth- 
esis: Capitalist processes and the behavior of the 
economy. Rome: Confederazione Generale dell’- 
Industria Italiana, Centro Studi, 1979. Pp. 52. Pa- 
per. JEL 79-0970 

Elaborates on the “Financial Instability Hypoth- 
esis,” an attempt to construct an economic theory 
that recognizes the capitalism specific nature of 
modem financial relations. Finds that this hypoth- 
esis leads to the view that “the internal workings 
of a capitalist economy generate financial relations 
that are conducive to instability.” [See JEL no. 79- 
0423 for annotation of an earlier monograph on 
the same topic, published while Professor Minsky 
was a Visiting Scholar at the Confederazione Gene- 
rale dell’lndustria Italiana.] No index. 

Organisation for Economic Co-operation and 
Development. The case for positive adjustment 
policies; A compendium of OECD documents, 
1978/79. Paris: OECD, 1979. Pp. vi, 139. $4.00, 
paper. JEL 79-0971 

Presents the main documents related to the 
work since early 1978 of the OECD Council and 
Committees on policies to facilitate structural ad- 
justments needed in economies to sustain faster 
economic growth. The general orientations report 
of the General Council represents a political com- 
mitment by member countries to a progressive 
shift to more positive adjustment policies and de- 
fines the basic principles for policy-makers; spe- 
cialized committees report on particular adjust- 
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meat poUcy problenis, e.g., employment and in- 
dustrial dedsion-fflaldng. Also presents Secretariat 
Documents and “Opinions" of the Consultative 
Bodies on adjustment policies. No index. 

Perkins, J. O. N. Crisis-point in Australian eco- 
nomic policpf Melbourne: MacMillan of Australia, 
1978. Pp. V, SO. A$1.9S, paper. /£L 79-0972 
Booklet for the layman of the areas on Australian 
economic policy that are in need of revision as 
of mid-197& Discusses stagflation, budget deficits, 
income tax indexation, wages and taxes, balance 
of payments, capital inflows, and resource alloca- 
tion. Concludes that macroeconomic policy has 
failed in Australia because governments have 
"tried to stimulate activity by the method of add- 
ing to the money supply, and by spending more 
themselves — rather than by cutting taxes on out- 
put and employment . . . [adding] more to the 
level of spending than to the supplies of goods.” 

The author is Professor of Economics, University 
of Melbourne. Glossary; no index. 


Fifteen jMWioarily ui^idhUllledf^^ int«®<Jed 
to bring infomuttoi on tim tUSK syttem up to 
date to the summer of 1977 and re^ort on research 
at LINK centers (LINK is a prctfect to link together 
national econometric models of all countries so 
as to improve predictions of poBcy outcomes and 
understand the international transittission of eco 
nomic forces). Part one focuses on the use of LINK 
systems to forecast world trade; part two is de 
voted to study of the application of LINK to the 
analysis of shocks and policy changes as they affect 
world trade and international fluctuations; and 
prart three deals with extensions of the system since 
the publication of the second volume of this proj- 
ect in 1976 [see J. Waelbroeck, /EL no. 77-0108; 
first volume edit^ by H. J. Ball, JEL no. 74-0104]. 
The last part concerns new work, which extends 
the process to include capital flows and make ex- 
change rates endogenous and, in turn, subsequent 
modification in the monetary sectors of the model. 
The editor is at the University of Toronto. Bibliog- 
raphy; author and subject indices. 


Perkins, J. O. N. The macroeconomic mix to stop 
stagflation. New York: Wiley, Halsted Press; Lon- 
don: Macmillan Press, 1979. Pp. ix, 193. 

JEL 79-0973 

The central argument is that “there is a combi- 
nation of measures that would enable govern- 
ments to hold down the rate of inflation . . . with- 
out continuing to make the large sacrifices of 
output, and so of economic welfare . . . and yet 
without relying solely or mainly (and perhaps not 
even at all) on some form of voluntary or compul- 
sory prices and incomes policy,” Successively de- 
velops a mix of monetary and budgetary measures 
(1) to reduce the price level in a closed economy 
without changing the level of activity; (2) to solve 
the problem of too high a level of unemployment 
combined with too rapid a rate of inflation; (3) 
applies these to an open economy, particularly ex- 
amining the issue of exchange rate policy; and (4) 
finally, incorporates international arrangements. 
The author. Professor of Economics at the Univer- 
sity of Melbourne, also considers the complications 
and limitations, especially political ones, to the 
process of applying his principles. Appendices dis- 
cuss the policy mix and the aggregate supply 
schedule as well as the functional relationships un- 
derlying the proposals. Index. 

Sawyer, John tA., ed. Modelling the international 
^iMmission mechanism: Applications and exten- 
pf the Project LINK system. Contributions 
to SOQliomic Analysis, no. 121. Amsterdam; New 
Y0l4t«lld Oxford; North-Holland, 1979. Pp. x, 423. 
$73JUL JEL 79-0974 


SiVEN, Claes-Henric. a study in the theory of in- 
flation and unemployment. Studies in Monetary 
Economics, volume 4. Amsterdam; New York and 
London: North-Holland, New York, 1979. Pp. xiii, 
372. $41.50. JEL 79-0975 

Develops a theory to take into consideration the 
interaction between the processes of price in- 
creases and wage increases. Bases a macroeco- 
nomic model on “a microeconomic analysis of the 
behavior of rational firms and households acting 
in a world where information about transaction 
possibilities is imperfect and where contacts be- 
tween trading partners are costly to achieve.” In- 
cludes a survey of the literature; the microeco- 
nomic analysis of households and firms (which 
covers consumption, supply of labor, and search 
activity in an intertemporal perspective' the be- 
havior of the unemployed; and the price, wage, 
and information policy of the firm in an intertem- 
poral perspective); and the aggregation of the be- 
havior equations of households and firms into a 
dynamic model of inflation and unemployment. 
The author is a member of the Department of 
Economics, University of Uppsala. Bibliography; 
name and subject indices. 

TSUKUI, JiNKICHI AND Murakami, Yasusuke. Turn- 
pike optimality in input-output systems: Theory 
and application for planning. Contributions to 
Economic Analysis, no. 122. Amsterdam; New 
York and Oxford; North-Holland, 1979. Pp. xi, 260. 
$51.25. JEL 79-0976 

Maintains that long-term overall planning, tak- 
ing account of change in industrial structure and 
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a centra mle in iqpedfytoig national Directives as 
well as in oitor theoretical and practical aspects 
of the planning process. Provides theoretical sur- 
vey of turnpike theorems for dynamic input-out- 
put models, presents a computer-based simulation 
model of the Japanese economy that includes non- 
linearity and technological change as variations, 
treats consumption turnpike models, and exam- 
ines problems that foreign trade poses for dynamic 
input-output systems. Extends analysis to concrete 
case of pollution control in Japan; concludes that 
the economic costs of abating five pollution factors 
are not excessive for the Japanese economy. The 
authors are members of the Institute of Social and 
Elconomic Research at Osaka University and of the 
Department of Social Science at the University 
of Tokyo, respectively. Index. 

Walton, Clarence C., ed. Inflation and national 
su}vival: Proceedings of the Academy of Political 
Science. Volume 33, Number 3. New York; Acad- 
emy of Political Science in conjunction with the 
American Council of Life Insurance, 1979. Pp. x, 
230. Paper. JEL 79-0977 

Eighteen previously unpublished essays by 
economists on the danger of inflation to national 
survival, originally presented at a conference spon- 
sored by the American Council of Life Insurance, 
held on 21-24 February 1979, at Williamsburg, 
Virginia. In four parts; divergent perspectives on 
inflation; government's impact on inflation; prob- 
lem areas, health care, the war industry, and the 
labor force; and evolution of alternative solutions, 
monetary and fiscal policy, leverage of investment, 
tax incentives, incomes and unemployment poli- 
cies, productivity increases, and government in- 
tervention. The contributors conclude in part that 
massive budget deficits should not be permitted 
to go on indefinitely; that monetary policy should 
aim at decelerating the growth rate of the money 
supply; that govermnent support programs are in- 
flationary and inefficient; that policies be adopted 
to stimulate investment and R&D to improve 
productivity; and that excessive regulation that has 
impaired productivity growth should be reversed. 
The editor is Professor of Business, Graduate 
School of Business, Columbia University. In- 
dex. 

See also: Book Numbers JEL 79-0891, 79-0929, 79- 
0980, 79-1031, 79-1033, 79-1103 
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{CooPEIh WiLUAM Waceb.] QuantiMitM! planning 
and control: Emus in honor of William Wagor 
Cooper on the occasion of his 6Sth birthdag. Ed- 
ited by YUJI IJIHI AND ANDREW B. Whinston. 
New York and London: Harcourt Brace Jovano- 
vich, Academic Press, 1979. Pp. xxx, 344. $29.50. 

JEL 79-0978 

Nineteen previously unpublished papers {H-e- 
pared by students and associates of Williiun Wager 
Cooper to honor him on his sixty-fifth birthday. 
Contributions organized under four headings: 
mathematical programming and decision models; 
economic development and firm growth; man- 
power planning and design; and accounting and 
control. Includes three prefatory notes by Herbert 

A. Simon, A. Charnes, and Andrew C. Stedry. The 
honoree was University Professor of Management 
Science and Public Policy at Camegie-Mellon Uni- 
versity and is currently Arthur Lowes Dickinson 
Professor of Accounting at Harvard Business 
School. The editors are Robert M. Trueblood Pro- 
fessor of Accounting and Economics at Camegie- 
Mellon University and Professor at Kraimert Grad- 
uate School of Management at Purdue University, 
respectively. Bibliography of Cooper's works. No 
index. 

Henn, Rudolf, et al., eds. Methods of operations 
research. No. 30. Kdnigstein, Germany: Athe- 
nfium/Hain/Scriptor/Hanstein, 1979. Pp. 214. 
DM 64,00, paper. JEL 79-0979 

Nineteen previously unpublished papers (six of 
them in German) on topics ranging from manipu- 
lative voting schemes and optimal design to 
branch and bound clustering and network analysis, 
by contributors from Germany, the United King- 
dom, and Israel. Four of the papers included on 
network analysis were presented at the Second 
Symposium on Operations Research held in 
Aachen in September 1677. No index. 

Holly, Sean; ROstem, Ber*; and Zarrop, Mar'hn 

B. , eds. Optimal control for econometric models: 

A n approach to economic policy formulation. New 
York: St. Martin’s Press, 1979. Pp. xiii, 303. $37.50. 

JEL 79-0980 

Twelve previously unpublished papers dealing 
with various aspects of the application of control 
theory techniques to econometric models and to 
economic policy making. Contributions by British, 
AmericaiL Australian, and Canadian researchers 
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bated on papen delivered at 1977 conference held 
at Imperial College, London. Papen organized un- 
der four headings: the first consists of a paper out- 
lining the prominent features of optimal economic 
policy making; the second contains papers offering 
specific applications of control theory to the for- 
mulation of economic policy; the third group of 
papers discuss stabilization policies with small lin- 
ear econometric models; and the last section in- 
cludes papers addressing problems of applying lin- 
ear control theory to large nonlinear econometric 
models. Index. 

J6RESKOC, Karl C. and SdRROM, Dac. Advances 
in factor analysis and structural equation models. 
With an introduction by William W. Cooley. 
Eklited by Jay Magidson. Cambridge, Mass.: Abt 
Books, 1979. Pp. xxviii, 242. $23.00. 

JEL 79-0981 

Develops a framework for causal modeling 
based on advances in factor analytic techniques 
and on Jbreskog's linear structural relations meth- 
odology fLISREL) and illustrates their utility in 
applications in the social sciences. All but the first 
chapter are reprinted articles from journals or col- 
lections. Presents the basic features of factor anal- 
ysis, discusses extensions incorporating zero-re- 
strictions and constrained maximum likelihood 
techniques to achieve identification of (unob- 
served) factor loadings, and presents an approach 
for treating factors as non-orthogonal. Develops 
the LISHEL approach to estimating structural 
models that specify causal linkages among factors 
and multiple indicators of factors. Describes the 
LISREL approach for simultaneously identifying 
differences among populations associated with dif- 
ferent causal structures. Three of the twelve chap- 
ters were written by the second author. The au- 
thors are Professor of Statistics and Research 
Associate, respectively, at the University of Upp- 
sala, Sweden. Index. 

Kriens, Jacobus, ed. Convex analysis and mathe- 
matical economics: Proceedings of a symposium, 
held at the University of Tilburg, February 20, 
1978. Lecture Notes in Economics and Mathemati- 
cal Systems, Mathematical Economics, no. 168. 
Berlin and New York: Springer-Verlag, 1979. Pp. 
iv, 136. $9.00, paper. JEL 79-0982 

Three previously unpublished papers on recent 
developments in relating convex analysis to math- 
ematical economics. “Economic Theory and Dual- 
ity" (P. H. M. Buys and H. N. Weddepohl, Univer- 
sity of Tilburg) explores relations between 
optimality and equilibrium concepts in economic 
tbooity and duality concepts in convex analysis. 
“UlO’' Dynamics of Concave Input /Output-^Pro- 


cesses" (J. J. M. Evers, Twente University of Tech- 
nology, the Netherlands) examines dynamic I/O- 
proceases, invariant dynamic optimality, and the 
existence of optimal trajectories. “Convex Pro- 
cesses and Hamiltonian Dynamical Systems in 
Economics" (R. T. RockafeUar, University of Wash- 
ingpton, Seattle) investigates the behavior of Hamil- 
tonian functions associated with set-valued map- 
pings representing technology constraints. No 
index. 

Kruskal, William H. and Tanur, Judith M., eds. 
International encyclopedia of statistics. 2 vob. 
New York: Macmillan, Free Press; London: Collier 
Macmillan, 1978. Pp. xxi, 1-666; 667-1350. 
$100.00. JEL 79-0983 

Contains 70 articles on statistics proper, "nu- 
merous articles on social science topics with strong 
statistical flavor, and about 45 biographies”; re- 
printed, with revisions, from the Intemational 
Encyclopedia of the Social Sciences (1968). Five 
new articles and twelve new biographies have 
been added. W. H. Kruskal is Ernest DeWitt 
Burton Distinguished Service Professor of Sta- 
tistics, University of Chicago, and J. M. Tanur 
is Associate Professor in the Department of So- 
ciology, State University of New York at Stony 
Brook. Index. 

Nerlove, Marc; Grether, David M. and 
Carvalho, Josfe L. Analysis of economic time se- 
ries: A synthesis. Economic Theory, Econometrics, 
and Mathematical Economics series. New York 
and London; Harcourt Brace Jovanovich, Aca- 
demic Press, 1979. Pp. xvi, 468. $29.50. 

JEL 79-0984 

Attempts to integrate; the formulation and esti- 
mation of distributed-lag models of dynamic eco- 
nomic behavior, the application of spectral analysis 
to economic time series, and unobserved-compo- 
nents models and the problem of seasonal adjust- 
ment. In addition, provides chapters illustrating 
applications to the study of serial dependence in 
several U.S. price series and to the time-series 
modeling of the U.S. cattle industry. The authors 
are at Northwestern University, California Insti- 
tute of Technology, and Fundacao Cetfrlio Vargas- 
EPGE, Rio de Janeiro, respectively. Author and 
subject indices. 

Oettu, Werner and Steffens, Franz, eds. Ill 
Symposium on Operations Research, UniversitUt 
Manheim, September 6-8, 1978 — Proceedings. 
Sections 1-5. In cooperation with Hermann 
GdPPL and Peter Kall. Methods of Operations 
Research, nos. 31-35. Kfinigstein, Germany: Athe- 
nSum/Hain/Scriptor/Hanstein, 1979. Pp. 749, 
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DM 198,00; 219, DM 75,80; 472, DM 134,80; 324, 
DM 109,80; 598, DM 179,80; paper. 

JEL 79-0985 

Two hundred fourteen previously unpublished 
papers (one hundred fifty-eight in Ekiglish) on vari- 
ous theoretical and applied aspects of operations 
research and mathematical economics. Each vol- 
ume is devoted to a particular topic; continuous 
optimusation (vol. 31; 64 papers); discrete optimi- 
zation (vol. 32; 27 papers); applied stochastics, sta- 
tistics, and econometrics (vol. 33; 41 papers); math- 
ematical economics (vol. 32; 31 papers); and 
applications (vol. 35; 51 papers). Contributors rep- 
resent institutions from a variety of countries. No 
indices. 

Hapoport, Amnon, ET AL. Coalition formation by 
sophisticated players. Lecture Notes in Economics 
and Mathematical Systems, Mathematical Eco- 
nomics, no. 169. Berlin; Heidelberg and New York; 
Springer-Verlag, 1979. Pp. vii, 170. $9.80, paper. 

JEL 79-0986 

Evaluates differences in coalition frequencies 
and payoff disbursements between sophisticated 
and naive subjects of a series of computer-con- 
trolled, four-person, characteristic function games 
with sidepayments. Employs results to test some 
of the msyor game-theoretic solution concepts for 
n-person games in characteristic function form. 
Finds sophisticated players to be less restricted 
in coalition choice and finds their payoffs to be 
less variable and less egalitarian. Compares results 
with previous studies. Presents experimental data 
from sophisticated subjects in appendix for use in 
testing future solution concepts. Amnon Rapoport 
is a member of the Department of Psychology, 
at the University of North Carolina, Chapel Hill; 
co-authors include; Sandra G. Funk, University of 
North Carolina; James P. Kahan, University of 
Southern California, Los Angeles; and Abraham 
D. Horowitz, General Motors Research Laborato- 
ries. No index. 

See also: Book Numbers JEL 79-0899, 79-1055 

220 Economic and Social Statistical Data 
AND Analysis 

Field, Frank, ed. The wealth report. Inequality in 
Society series. London and Boston: Routledge & 
Kegan Paul, 1979. Pp. x, 196. $16.50. 

JEL 79-0987 

Eight previously unpublished papers by econo- 
mists and other social scientists on the distribution 
of wealth in Great Britain. Louie Burghes looks 
at the change in the distribution of wealth, 1900 
to 1975; Alan Harrison focuses on the more recent 


changes and factors affecting distribution; Qiris 
Pond discusses the problems of the wealthy since 
the economic downturn began in 1974; Anthony 
Christopher considers tax avoidance; and Frank 
Field examines the collapse of profits in Britain. 
Also includes: Cedric Sandford on the wealth tax 
and, constraints on its introduction; Ceri Thomas 
on the sociology of the rich in Eaton Square; and 
David Jordan on the work of the Review Body 
on top salaries. Finds in part that; the decline in 
share of personal wealth of the top I percent has 
fallen at 4 percent a decade rather than 7 percent, 
and that the share of the next 4 percent has been 
increasing. The editor is Director of the Child Pov- 
erty Action Group, London. Bibliography; in- 
dex. 

Ginor, Fanny. Socio-economic disparities in Israel. 
Tel Aviv; David Horowitz Institute for the Re- 
search of Developing Countries, Tel Aviv Univer- 
sity; New Brunswick, N.J.: Transaction Books, Rut- 
gers University, 1979. Pp. xi, 313. 

JEL 79-(m8 

An analysis of the social and economic inequali- 
ties of Israel, their causes, development, and im- 
pact. In three parts: Part one examines the eco- 
nomic and demographic data since 1919 and 
discusses the major trends in Israel’s socioeco- 
nomic development since the Mandatory period; 
part two focuses on income distribution in the 
early 1970’s, using multiple regression analysis and 
statistical analysis to investigate income differen- 
tials, determinants of family income, and the char- 
acteristics of poverty groups; part three compares 
income distribution in Israel with that in other 
countries and examines income inequality in the 
world generally. Some findings are that (1) the low 
income categories consisted of those who did not 
work because of age or disability and those who 
worked but had low earning power because of 
low educational and occupational levels, (2) Israel 
compared well even with countries with a higher 
standard of living, and (3) full employment and 
economic growth are necessary to reduce income 
inequality. The author is former Professor of Eco- 
nomics at Tel-Aviv University. Bibliography; au- 
thor and subject indices. 

Gordon, Lincoln. Growth policies and the inter- 
national order. 1980s Project /Council on Foreign 
Relations Studies. New York; London; Madrid and 
Toronto; McGraw-Hill, 1979. Pp. xvi, 183. $9.95, 
cloth; $6.95, paper. JEL 79-0989 

Examines the nature, extent, and strategies of 
structural growth policies intended to influence 
significantly the composition and location of eco- 
nomic activity in national economies over the long 
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nin (five to thirty yean). Pocusei on the exigencies 
of (truetural cfaiinge vit-d-vitOte rising cost of en- 
ergy^ the food crises of the early 1970’s, pressure 
from the less developed countries for better access 
to world markets, and rapid world population 
growth. Argues that the “principal issues of struc- 
tural growth policy arise not from physical con- 
straints,” which the author terms the “Red Her- 
rings of Allocations, lifeboats, and Triage,” but 
from “shifts in attitudes and other social factors.” 
Suggests further that “the organised international 
consideration of structural growth policies . . . 
must become an important component of the for- 
eign policies of the United States and other leading 
tuitions.” The author is presently a Senior Fellow 
at Resources for the Future, Inc., in Washington, 
D.C., and formerly U. S. Ambassador to Brazil, 
Assistant Secretary of State for Inter-American 
Affairs, and President of the Johns Hopkins 
University (1967-71). Selected bibliography; in- 
dex. 

IRCANISATION FOR ECONOMIC CO-OPERATION AND 
Development. Interfutures: Research project on 
“The Future Development of Advanced Industrial 
Societies in Harmony with that of Developing 
Countries. "Final Report. Facing the future: Mas- 
tering the probable and managing the unpredict- 
able. Paris and Washington, D.C.; OECD, 1979. 
Pp. viii, 425. $20.00, paper. JEL 79-0990 

Analyzes the longer-term prospects, constraints, 
and issues facing the industrialized countries, both 
in their own development and in their relations 
with developing countries. Focuses upon possible 
physical limits to growth; the interaction between 
growth, structural adaptation, and value changes; 
North-South relations; and expanded interna- 
tional interdependence and cooperation. Argues 
that political, economic, and social problems, not 
physical limits, represent the greatest challenge 
for the future, and predicts that "the most likely 
trend is one of moderate growth in the developed 
countries, . . . difierentiation of the Third World, 
adoption of policies to subtly promote national 
economic activities by measures with neo-protec- 
tionist features directed North-North as much as 
North-South.” Concludes with policy recommen- 
dations for the creation of a positive attitude to- 
ward the future, better coordination of economic 
policies among OECD countries, facilitating de- 
velopment of tl\e Third World, and managing 
glolMd intert^bspendence. No index. 

se also: Book Numbers JEL 79-0964, 79-0998, 79- 
1042, 79-1084, 79-1101, 79-1133, 79- 
1142, 79-1155 


300 Domestic Monetary and Fiscal 
Dieory and Institutions 

310 Domestic Monetary and Financial 
Theory and iNsimmoNS 

Benston, George J.; Horsey, Dan and Wein- 
CARTNER, H. Martin. An empirical study of 
mortgage redlining. Monograph Series in Finance 
and Economics, Monograph no. 1978-5. New 
York: New York University, Graduate School of 
Business Administration, Saloman Brothers Center 
for the Study of Financial Institutions, 1978. Pp. 
xi, 113. $3.00, paper. JEL 79-0991 

Explores the existence of mortgage redlining 
(the refusal of lenders to invest in certain neigh- 
borhoods) in Rochester, New York, by comparing 
a presumed redline area of the centra) city and 
a suburban area. Examines the collateral and cred- 
itworthiness of-borrowers, the demand for mort- 
gages, and reasons for choosing FHA mortgages 
over alternatives. Finds no adequate evidence of 
redlining in the Rochester area. Includes a review 
and criticism of representative empirical research 
on redlining. The authors are Professor of Ac- 
counting, Economics, and Finance at the Graduate 
School of Management at the University of Roches- 
ter; Assistant Professor of Marketing at the Gradu- 
ate School of Management at the University of 
Rochester; and Brownlee O. Currey Professor of 
Finance at the Owen Graduate School of Matuige- 
ment at Vanderbilt University, respectively. No 
index. 

Chough, G. J. Transnational banking and the world 
economy. With a contribution by Victoria 
Chick. Sydney; Transnational Corporations Re- 
search Project, University of Sydney, 1979. Pp. vii, 
320. $A21.95, cloth; $A16.95, paper. 

JEL 79-0992 

Traces the growth of transnational financial in- 
stitutions and describes their activities in selected 
developed capitalist countries; examines the inter- 
penetration of domestic financial systems by trans- 
national institutions and the impact on the legis- 
lative framework; discusses the Eurocurrency 
market and the direction of international lending; 
and examines the role and infiuence of transna- 
tional financial institutions in Australia. Includes 
a chapter entitled ‘Transnatioiud Corporations 
and the Evolution of the International Monetary 
System” by Victoria Chick, a lecturer in monetary 
economics at the University College, London. 
Greg Crough is a research assistant in the Transna- 
tioiud Corporations Research Project. Appendices 
provide additional data. No index. 
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HoBvrrz, Paul M. Monetary policy and the finan- 
cial eyetem. FOurlii edition. En^ewood QiSs, N J.: 
Pnoitice-Hall, [1963 . . . 1974] 1979. Pp. xv. 592. 
$16.95. JEL 7S-0993 

Textbook on monetary theory and policy and 
the financial system. The factual material appears 
to have been brought up to date; gives no indica- 
tion of other changes from the previous edition 
[see JEL no. 74-0748}. The author is Professor of 
Finance, University of Houston. Index. 

DE Keyser, Ethel, ed. Guide to uxrrld commodity 
markets. Second edition. Assisted by Sue Brink- 
HURST, Anita Kogan and David Young. Lon- 
don: Kogan Page; New York; Nichols, [1977] 1979. 
Pp. 383. $35.00. JEL 79-0994 

Survey of commodity markets. Part one com- 
prises six short papers on the development and 
hmction of the commodity market (John Ed- 
wards), the growth of the financial futures markets 
(Paul Sarnoff), commodity options (Dermot S. L. 
Butler), investment and speculation in commodi- 
ties (James Sweeney), information sources (Ivan 
W. Lynch), and the first international aluminum 
futtires market (John Wolff). Part two contains 
background articles on the traded commodities 
(cocoa, coffee, copper, cotton and wool, grains, 
lead, rubber, silver, sugar, tin, zinc) together with 
production and consumption statistics for the past 
decade, and part three lists information by country 
on the commodity market in 21 countries. Ap- 
pendices contain lists of commodity market mem- 
bers by country and a glossary of commodity mar- 
ket terms. Index. 

SiNKEY, Joseph F., Jr. Problem and failed institu- 
tions in the commercial banking industry. Con- 
temporary Studies in Economic and Financial 
Analysis, Vol. 4. Greenwich, Conn.: JAI Press, 
1979. Pp. xxix, 287. $24.50. JEL 79-0995 

Offers a brief historical review and outlines the 
U.S. system of banking regulation and the process 
of bank examination. Discusses the financial char- 
acteristics of problem and failed banks, examines 
the concepts and procedures of early-warning sys- 
tems, and analyzes several recent bank failures, 
including the Franklin National Bank of New York. 
Considers the role of commercial banks in the real 
estate investment trust (REIT) industry, reports 
on a survey of bankers’ attitudes, and concludes 
that "the [U.S.] banking system is relatively 
healthy and the banking agencies have done an 
adequate job of carrying out their statutory re- 
sponsibility to assure a safe and sound banking sys- 
tem." May be used as a supplementary textbook 
in courses in banking or finance. The author is 
Associate Professor of Banking and Finance, Col- 


lege of Business Administration, University of 
GeorgiA- Index. 

Vane, Howard R. and Thompson, John L. Mone- 
tarism: Theory, evidence and policy. New York; 
Wiley, Halsted Press; Oxford: Robertson, 1979. Pp. 
viii, 200. $27.50. JEL 79-0996 

Undergraduate text for second and third year 
students. EImphasizing both theoretical and empir- 
ical issues, the authors consider the underptimings 
of monetarism, the supply and demand for money, 
money and inflation, monetary and fiscal policy, 
and money and the balance of payments. Con- 
cludes with a summary of the main differences 
between monetarists and Keynesians and the 
stance of monetarists with regard to government 
intervention. Assumes familiarity with economic 
principles and the IS-LM model. The authors are 
Lecturer and Senior Lecturer in Elconomics, re- 
spectively, at Liverpool Polytechnic. Index. 

See also. Book Numbers JEL 79-0922, 79-0946, 79- 
0962, 79-0970, 79-1180 

320 Fiscal Theory and Policy; 

Public Finance 

Bracewell-Milnes, Barry. Tax avoidance and 
evasion: The individual and society. London; 
Panopticum Press, 1979. Pp. 119. £3.00. 

JEL 79-0997 

Examines the political, moral, and religious a.s- 
pects of tax avoidance and evasion, their relation- 
ship to the right of rebellion, and their economic 
consequences. Focusing primarily on experience 
in Great Britain, argues that the less burdensome 
taxes become, the less the incentive for avoidance 
and evasion. Argues that tax minimization through 
avoidance, in principle, benefits the economy as 
well as the avoider by frustrating the shifting of 
activity that a tax would otherwise induce. The 
author is a consultant on government and interna- 
tional fiscal and economic policy. Bibliography; no 
index. 

Helmers, F. L. C. H. Project planning and income 
distribution. Studies in Development and Plan- 
ning, vol. 9. Boston; The Hague and London: Mar- 
Hnus Nfjhoff, 1979. Pp. 295. $19.95. 

JEL 79-0998 

Study incorporating income distribution consid- 
eration into traditional project planning for devel- 
oping countries. Part one examines conventional 
methods of investment assessment, including valu- 
ation of benefits and costs, the rules for maximizing 
net benefits of a single project, and miscellaneous 
and external considerations. Part two focuses on 
income distribution, and reviews the social welfare 
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function, the intertemporal and interpersonal as- 
pects of income distribution, and several case stud- 
ies. Contends that in determining the priority of 
projects, those that have distributive conse- 
quences should be examined with some emphasis 
on the gains and losses of the different income 
groups. Argues that in trying to eradicate poverty, 
the development strategy must take account of 
efBciency and inequity, and that “the calculation 
of economic and social rates of return make it pos- 
sible to choose investment programs geared to- 
wards raising the incomes of the poor without ne- 
glecting efficiency.” Compound and discount 
tables and a table for the estimation of social 
weights are in appendices. The author is a staff 
member of the World Bank. Index. 

Hockley, Graham C. Public finance: An introduc- 
tion. Second edition. London and Boston; Rout- 
ledge & Kegan Paul, [1970] 1979. Pp. xxiii, 448. 
$22.50, cloth, $15.00, paper. JEL 79-0999 

Text in British public finance; second edition 
is revised and retitled (formerly. Monetary Policy 
and Public Finance [see JEL no. 7l-0l3S[). This 
edition includes new material on local government 
and regional finance and two new chapters on the 
financial system and social services. The rest of 
the text has been rewritten to account for recent 
changes in the monetary and fiscal fields. The au- 
thor is Senior Lecturer, Department of Econom- 
ics, University College, Cardiff. Index. 

Kloman, Erasmi/S H., ed. Cases in accountability: 
The work of the GAO. Boulder, Colo.: Westview 
Press, in cooperation with the National Academy 
of Public Administration, 1979. Pp. x, 254. $15.00, 
cloth; $7.50, paper. JEL 79-1000 

Twenty-eight previously unpublished papers by 
twenty-two authors that provide factual and de- 
scriptive illustrations of the studies and reviews 
of the United States General Accounting Office; 
a companion volume to The GAO: The Quest for 
Accountability in American Governmenthy Fred- 
erick C. Mosher [see/£L no. 79-1004]. Each case 
looks at the background of the problems and the 
sources and reasons for the GAO study, describes 
how the review was plaimed and organized, and 
comments on the developments subsequent to the 
GAO study. In six parts: cases on whether the de- 
sired benefit has been realized; economy and effi- 
ciency in organizational use of resources; propriety 
of the fii^cial' report of an audited entity; legal 
cases; special studies, such as Congressional re- 
quests; and mini-cases on the smaller problems 
in federal agencies. Cases include questions for 
discussion. The editor is Senior Research Associate 
at the|;lational Academy of Public Administration, 
Washington, D.C. No index. 


Kramer, Fred A., ed. Contemporary approaches 
to public budgeting. Cambridge, Mass.: Winthrop, 
1979. Pp. ix, 239. Paper. JEL 79-1001 

Thirteen previously published essays, on the 
three mgjor budgetary reforms of the past 20 
years: program budgeting, management by objec- 
tives, and zero-base budgeting. Includes an intro- 
ductory paper by the editor on the political nature 
of public budgeting. Contributions include de- 
scriptions by advocates of the various techniques, 
examples of historical applications, as well as theo- 
retical criticisms of techniques. Concluding papers 
address the problem of implementing budget re- 
forms. The editor is a political scientist at the Uni- 
versity of Massachusetts, Amherst. No index. 

Lindholm, Richard W. and Wignjowijoto, 
Hartojo. Financing and managing state and 
local government. Lexington, Mass., and Toronto; 
Heath, Lexington Books, 1979. Pp. xviii, 436. 
$29.50. JEL 79-1002 

Describes the development and current position 
of the major areas of state and local government. 
Discusses basic elements of each function with lists 
of in-depth analyses of programs and related in- 
formation sources. Includes more than five hun- 
dred questions at the end for use in studies of spe- 
cific state, county, or urban areas. The authors are 
Professor of Finance, University of Oregon, and 
Research Associate, the Center for International 
Studies and member of the research staff, the En- 
ergy Laboratory, Massachusetts Institute of Tech- 
nology, respectively. Index. 

Lynch, Thomas D. Public budgeting in America. 
Englewood Cliffs, N.J.: Prentice-Hall, 1979. Pp. 
xiv, 329. $15.95. JEL 79-1003 

Text for a two-semester undergraduate or grad- 
uate course in public budgeting. After introducing 
budgets and modern budgeting, the author dis- 
cusses the economy and government; budget 
preparation, behavior, and review; cash manage- 
ment, and accounting and auditing. Also covers: 
capital budgeting, revenue systems, analysis for 
budgeting, and financial management. Each chap- 
ter includes review questions and references. No 
prerequisite mentioned. The author is a member 
of the Department of Political Science, Mississippi 
State University. Glossary; index. 

Mosher, Frederick C. The GAO: The quest for 
accountability in American government. Boulder, 
Colo.; Westview Press, in cooperation with the Na- 
tional Academy of Public Administration, 1979. 
Pp. XX, 387. $24.00, cloth; $12.00, paper. 

JEL 79-1004 

Expository history and analysis of the current 
purpose, role, and workings of the C^neral Ac- 
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counting Office (GAO), set up in 1921 to assure 
accountability for government performance. Part 
one traces the evolution of the GAO from its En- 
glish antecedents chronologically to the present. 
Notes three distinct periods: the crystallization of 
the GAO to 1945; the turnabout in the GAO lead- 
ing to emphasis on auditing government corpora- 
tions and improving federal accounting systems 
(1945-66); and the period since 1966 when the 
GAO changed due to governmental develop- 
ments, particularly the demand by Congress that 
program evaluation be part of its substantive legis- 
lation. Part two concerns the roles, relationships, 
and problems of the current GAO. Discusses its 
relationship with Congress and the executive 
branch as well as internal practices and problems. 
The author sees as important to the future of the 
GAO; continuing interaction with other levels of 
government and society; continuation of separa- 
tion of powers; credibility through the use of facts 
and figures to objectively evaluate public policy, 
exercising its potential for unifying, integrating, 
and coordinating govenunent programs; and con- 
tributions through long-range studies of public 
problems. For information on particular cases, see 
the companion volume Cases in Accountability: 
The Work of the GAO, edited by Erasmus H. Klo- 
man (see JEL no. 79-1000], The author is Doherty 
Professor in the Woodrow Wilson Department of 
Government and Foreign Affairs, University of 
Virginia. Selected bibliography; name and subject 
indices. 

Organisation for Economic Co-operation and 
Development. The taxation of net wealth, capi- 
tal transfers and capital gains of individuals: Re- 
port of the OECD Committee on Fiscal Affairs. 
Paris: OECD, 1979. Pp. 195. $22,00, paper. 

JEL 79-1005 

Report on the systems of taxation of capital held 
by individuals in 21 member countries of the 
OECD (excluding Iceland, Greece, and Turkey). 
The study is limited to three groups of taxes — per- 
sonal annual net wealth taxes, death and gift taxes, 
and the taxation of capital gains — and reports on 
policy issues, structure, exemptions and reliefs, 
and valuations as of 1 January 1976; reports 
changes to January 1978. Final chapter discusses 
administrative issues related to these taxes. An- 
nexes provides country-by-country summaries, 
cross-references, and a bibliography. No index. 

Qureshi, Anwar Iqbal. Fiscal system of Islam. La- 
hore, Pakistan; Institute of Islamic Culture, 1978. 
Pp. vi, 248. Rs. 24.00, paper. JEL 79-1006 

A historical examination of the Islamic taxation 
system (both in theory and in practice). Primarily 
concerned with land taxation; the author examines 


the conc^ of land rights and the system of land 
tenure in Elarly Islam; the institutian of W(K 2 /'(legal 
terminology meaning “to protect a thing, to pre- 
vent it from becoming a property of a third per- 
son"); usufructuary land rights; and the Ottoman 
Land Laws. Written in 1953 (but previously un- 
published), attempts to prove th^t “there is no so- 
called Shari' ah law (Divine Law) in the field of 
taxation; that the tithe, khangj and poll-tax are sec- 
ular and not religious taxes; and that the institution 
of waqf has little Qur'anic sanction.” No index. 

Rousmaniere, Pei'er F., ed. Local government au- 
diting: A manual for public officials. New York: 
Council on Municipal Performance, 1979. Pp. 86. 
Paper. JEL 79-1007 

Describes professional auditing of local govern- 
ment's financial activities. Explains the potential 
and limitations of financial and compliance audits; 
discusses the “management letter” and the cover- 
age of the field of performance auditing; and pro- 
vides a guide to setting up an audit, overseeing 
the process, and using the results. A description 
of federal revenue sharing requirements and a 
sample of a complete financial and compliance au- 
ditor’s report is in appendices. The editor is Vice 
President, Council on Municipal Performance. 
Glossary, no index. 

Tax Foundation, Inc. Facts and figures on govern- 
ment finance. 20th Biennial Edition. Washington: 
Tax Foundation, 1979, Pp. 288. $10.00, paper. 

JEL 79-1008 

New edition with tables providing data on the 
size and scope of taxes, expenditures, and debt 
of federal, state, and local governments, covering 
various years from 1901 through 1977. Sources are 
government departments and private organiza- 
tions that publish the primary data. Also includes 
selected economic series on population and em- 
ployment; national output, income, and prices; 
and financial data. Glossary; index. 

Tuckman, Howard P. ed. Financing Florida state 
government. Tallahassee; Center for the Study of 
Education and Tax Policy, Institute for Social Re- 
search, Florida State University, 1979. Pp. vi, 408. 

JEL 79-/009 

Twenty-one papers (two of which are excerpts 
from material previously published by the state) 
analyzing various aspects of Florida’s tax and reve- 
nue structure. Specific topics include the legal 
framework of taxation, tax limitation, the legisla- 
tive process, tax incidence, historical background, 
and revenue forecasting. Contributors include 
public and private analysts, university personnel, 
legislators, and government employees. The editor 
is Director of the Center for the Study of Elduca- 
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tion and Tax Policy at the Institute for Social Re- 
search of Florida State University. No index. 

U.S. Internal Revenue Service. Preliminary sta- 
tistics of income— 1977; Individual income tax re- 
turns. Washington; U.S.G.P.O., 1979. Paper. 

JEL 79-IQIO 

Preliminary report on 1977 individual tax re- 
turns, developed from a probability sample of 
unaudited returns filed during Calendar Year 
1978. Includes information on income, exemp- 
tions, deductions, credits, and taxes classified ac- 
cording to size of adjusted gross income, marital 
status, state, and taxable and nontaxable returns. 
Also contains discussion of the provisions of the 
Tax Reduction and Simplification Act of 1977 and 
the Tax Reform Act of 1976. No index. 

Wolfson, Dirk J. Public finance and development 
strategy. Baltimore and London: Johns Hopkins 
University Press, 1979. Pp. xiv, 264. $16.50. 

JEL 79-1011 

On the economic framework of fiscal policy. In 
two parts; part one deals with public spending, 
while part two discusses resource mobilization; 
both parts focus on analytical problems and on 
policy-making for allocation, distribution, and sta- 
bilization; also includes two chapters on adminis- 
tration problems and one on the macroeconomic 
aspects of stability. Designed to improve commu- 
nication between economists and policy-makers, 
particularly in developing countries. A textbook, 
but based in part on the author's Ph.D. disserta- 
tion, University of Amsterdam, 1974, Author and 
general indices. 

See also: Book Numbers /£!, 79-0969, 79-1043, 79- 
1092 

400 International Economics 

Adams, John. International economics: A self-teach- 
ing introduction to the basic concepts. Second edi- 
tion. New York; St. Martin's Press, [1972] 1979. 
Pp. ix, 197. $5.95, paper. JEL 79-1012 

Revised and extended edition [see JE3L no. 72- 
0727 for annotation of first edition]. Changes in- 
clude the addition of new materials; moving the 
chapter on the terms of trade to an appendix; and 
bringing the section on modem trade theory up 
to date, including discussions of the product-cycle, 
the role cf human skills, and the Linder Theory 
of demantUbased trade. No index. 

410 International Trade Theory 

Jones, Ronald W. International trade: Essays in 
theory. Studies in International Elconomics, voh 


4. Amsterdam; New York and Oxford: North-Hd- 
land. 1979. Pp. xi. 330. $53.75. JEL 79-1013 
Sixteen previously published papers (four of 
which have been revised and/or abridged) and 
two new essays on the pure theory of international 
trade; arranged so that “the volume comes close 
to being a graduate level 'text.' ” In six parts; pure 
theory of trade, including the Heckscher-Ohlin 
and Ricardian models; structure in trade models; 
the transfer problem; international factor mobil- 
ity; technology and trade theory; and “twoness" 
in trade theory. Each section is preceded by edito- 
rial comments. The author is at the University of 
Rochester. Index. 

See also: Book Number JEJL 79-0962 

420 Trade Relations; Commerical Policy; 
International Economic Integration 

AUBONI, Roberto, ed. Arab industrialisation and 
economic integration. New York: St. Martin's 
Press, 1979. Pp. 196. $22.50. JEL 79-1014 

Three independently commissioned studies of 
inter-Arab cooperation. The first, by Professor Zvi 
Y. Hershlag, Director of the David Horowitz Insti- 
tute for the Study of Developing Countries at Tel 
Aviv University, analyzes prevailing and potential 
trends, options, and strategies for industrialization 
in Arab countries. In the second study. Professor 
Samir Makdisi, Chairman of the Economics De- 
partment at the American University in Beirut, 
focuses on the form and extent of Arab economic 
cooperation; the effectiveness and limitations of 
Arab economic interdependence; gains from more 
effective cooperation; and implications for the 
world economies. The third paper by Professor 
Abdelwahab Boudhiba, a sociologist at Tunis Uni- 
versity and Director of CERES {Centre d ’Etudes 
et de Recherches Economiques et Sociales) analyzes 
trends in inter-Arab and Euro- Arab migration. The 
editor is Professor of International Economics at 
the University of Naples. Index. 

Allen, Hilary. Norway and Europe in the 1970’s. 
Oslo: Universitetsforlaget; distributed in the U.S. 
and Canada by Columbia University Press, N.Y., 
1979. Pp. 289. $24.00. JEL 79-1015 

Examines the reasons for Norway's rejection of 
membership in the European Economic Commu- 
nity in the referendum of September 1972 and 
the way in which the country's relations with the 
EEC have developed since; the latter includes the 
free trade agreement that replaced membership. 
Contains a summary of Norway's economic and 
political situation in 1970, an overview of Norway 
and the EEC between 1945 and 1970, and discus- 
sions of politics and the negotiations for member- 
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the campaign and referendum, the free trade 
agreement, politics sinoe 1972, the Labour party’s 
European policy, and the relationship of Norway 
and the EEC on fishing limits. Sees the decision 
to remain outside the enlarged EEC as at the time 
a m^r event in Norway’s postwar relations with 
Europe; notes, however, that the question of Nor- 
way's long-term future outside the EEC was 
quickly overshadowed “by Norway’s new position 
as an oil producer, by the extension of the coun- 
try’s sea limits, and by developments in the north- 
ern regions.” The author was a Research Fellow, 
Centre for International Studies, London School 
of Elconomics and Political Science, and a Research 
Associate, the Norwegian Institute of International 
Affairs. Bibliography; index. 

Balassa, Bela, ET al. World Trade: Constraints 
and opportunities in the 80’s. Atlantic Papers, no. 
36. Paris: Atlantic Institute for International Af- 
fairs, 1979. Pp. 70. $4.75 paper. JEL 79-1016 
Four papers, most originally prepared for the 
Spring 1978 Conference in Geneva organized by 
the International Chamber of Commerce, the Eu- 
ropean Management Forum, and the Europa Con- 
sortium of Newspapers. In the introductory paper, 
Carl-Henrik Winqwist asks “Is Protection Un- 
avoidable?” and argues for an open world econ- 
omy. Martin Wasseil discusses the historical and 
regulatory background to the Multilateral Trade 
Negotiations; Sidney Golt and William Eberle pre- 
view the constraints, opportunities, and issues of 
the 1980's. In the extended final paper, previously 
published in the September 1978 issue of the Jour- 
nal of International Trade Law, Bela Balassa eval- 
uates the “new protectionism” and discusses policy 
options for long-term growth. No index. 

General Agreement on Tariffs and Trade. In- 
ternational trade 1977/78. Geneva: Author, 1978. 
Pp. vii, 164. $18.00, paper. JEL 79-1017 

Summarizes trade covering, in the main, 1963- 
77. In five parts: main trends, trade in commodi- 
ties, trade of industrial areas, trade of non-indus- 
trial areas, and trade of the Elastem trading area. 
No index. 

Gruzinov, V. P. The USSH 's management of foreign 
trade. Translated by Michael C. Vale. Edited 
with a foreword by Edward A. Hewett. White 
Plains, N.Y.: Sharpe, [1975] 1979. Pp. vii, 241. Pa- 
per. JEL 70-1018 

Translation of Upravlenie vneshnei torgovlei: 
tseli funktsii, metody (Moscow, 1975) on the bu- 
reaucracy of the Soviet Ministry of Foreign Trade. 
The author finds that efficiency can be increased 
through the training of managerial personnel and 


by the use of a computer-based automatic control 
system to be directed by top-level leadership. Pub- 
lished simultaneously as Vol. 14, nos. 3 and 4 of 
Soviet and Eastern EuropMn Foreign Trade The 
author is a member of the Faculty of the All-Union 
Academy of Foreign Trade in the U.S.S.R. Ministry 
of Foreign Trade. Glossary; no index. 

Hillman, Jimmye $. and Schmitz, Andrew, eds. 
International trade and agriculture; Theory and 
policy. Westview Special Studies in International 
Economics and Business. Boulder, Colo.: Westview 
Press, 1979. Pp. xviii, 333. $23.50. 

JEL 79-1019 

Thirteen papers first presented at the Sympo- 
sium on International Trade and Agriculture held 
at Tucson, Arizona, in April 1977. Focuses on ma- 
jor topics of trade and commerce policy as they 
relate to agriculture. In four parts: (1) general the- 
ory and policy; (2) gains from trade: theory reex- 
amined; (3) analyses of agricultural trade prob- 
lems; and (4) research and research needs. An 
introduction by the editor Jimmye S. Hillman re- 
views the issues discussed. Bibliography; index. 

Institute for Latin-American Integration 
(INTAL), Inter-American Development Bank. 
The Latin-American integration process in 1977. 
Buenos Aires: Author, 1978. Pp. 341. Paper. 

JEL 79-1020 

A three-part report. Part one analyzes condi- 
tions in the international and regional economies 
in 1977, and evaluates the process and progress 
of integration and cooperation in Latin America 
under different schemes and arrangements. Part 
two describes and analyzes the activities of the 
Latin-American Free Trade Association (LAFTA), 
and Andean Group, the Central-American Com- 
mon Market (CACM), the Caribbean Community 
(CARICOM), and Multinational programs and 
other forms of cooperation (e.g., the River Plate 
Basin, the Latin-American Economy and financial 
cooperation). Part three contains a chronology of 
the main integration and cooperation events in 
1977. Concludes that the “achievements of the 
regional integration and cooperation process in 
1977 showed a satisfactory balance.” No index. 

LOSMAN, Donald L. International economic sanc- 
tions: The cases of Cuba, Israel, and Rhodesia. Al- 
buquerque: University of New Mexico Press, 1979. 
Pp. xi, 156. $12.95. JEL 79-1021 

Examines three international boycotts imple- 
mented as acts of foreign policy and focuses on 
their operations, effectiveness, usefulness as a po- 
litical tool, and costs to both the participating and 
the targeted nations. Specific embargoes investi- 
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gated ore the United States boycott of Cuba, begun 
In 1960; the Arab boycott of Israel, initiated before 
statehood in 1944; and the economic sanctions 
against Rhodesia, begun by Great Britain in 1965 
and joined later by the United Nations. The cases 
studied reveal costs differing in kind and degree, 
but political success did not resiilt from any of 
the embargoes. Revised doctoral dissertation. The 
author is Visiting Professor of Economics at the 
U.S. Army War College. Index. 

Organisation for Economic Co-operation and 
Df.velopment. The impact of the newly indus- 
trialising countries on production and trade in 
manufactures: Report by the Secretary-General. 
Paris: OECD, 1979. Pp. 96. $12.00, paper. 

JEL 79-1022 

Focuses on shifts in the pattern of output and 
trade in manufactures between the OECD coun- 
tries and the group of “Newly Industrializing 
Countries" (NIC’s), which includes Greece, Portu- 
gal, Spain, Yugoslavia, Brazil, Mexico, Hong Kong, 
Korea, Singapore, and Taiwan. Examines the fac- 
tors underlying the emergence of the NIC's, the 
trade policies and adjustment problems of the Ad- 
vanced Industrial Countries (AIC’s), and the out- 
ward-looking growth policies of the NIC's. Argues 
that “excessive concern in advanced industrial 
countries about competition from the developing 
countries in general and NIC's in particular often 
reflects a failure to recognise the strength of the 
basic economic forces at work to ensure mutually 
beneficial relationships between trading partners” 
and warns against a shift to defensive policies by 
OECD countries. Lengthy annex tables and a sur- 
vey of recent research. No index. 

Pacliazzi, Paolo, ET al. Companies exports and 
the South. Questions for Debate: Economic and 
Social Issues of Our Time. Isveimer Bulletin no. 
5-6. Naples: Institute for the Elconomic Develop- 
ment of Southern Italy, 1978. Pp. 214. 

JEL 79- J 023 

Four papers, discussions, replies, and introduc- 
tory and concluding remarks on problems and pol 
icies related to increasing exports of companies 
in the Italian South. The focus is on insurance of 
exports, foreign exchange, and financial aspects 
of law ntWI^r 227 for financing development in 
the Third ‘^orld. Meeting participants include 
bankers, ectlipomic advisers, entrepreneurs, and 
l^^blic officials, No index. 

PrOdromiOis, KiP. Foreign trade of Greece: A quan- 
titative analysis at a sectoral level. Special Studies 
Series A., no. 6. Athens: Center of Planning and 
Elconomic Research, 1976. Pp. 369. Paper. 

JEL 79-m4 


Examines the import demand of Greek indus- 
tries and the export demand for Greek products 
on a sectoral (and sub-sectoral for manufacturing 
industries) baris with the purpose of determining 
the impact of industrial development on the bal- 
ance of payments. Estimates linear and double 
logarithmic import and export equations employ- 
ing annual data from 1961-69 using ordinary least 
squares. Finds that income and relative price elas- 
ticities of imports and exports provide “quite ac- 
ceptable” estimates of the true unknown parame- 
ters and forecasted values of 1970 imports and 
exports are encouragingly close to actual values. 
Concludes that the majority of the nine conunod- 
ity sectors encompassed by the study exerted a 
negative impact on the balance of trade; excep- 
tions were food, beverages, and tobacco and basic 
metal products. The author is senior research fel- 
low at the Center of Planning and Elconomic Re- 
search, Athens. Bibliography; no index. 

Rothstein, Robert L. Global bargaining: 
UNCTAD and the quest for a new international 
economic order. Princeton, N.J.: Princeton Univer- 
sity Press, 1979. Pp. xiii, 286. $18.50, cloth; $4.95, 
paper. JEL 79-1025 

Analysis of the UNCTAD attempts to restruc- 
ture international commodity policy from mid- 
1974 to the Nairobi Conference in May 1976. 
Establishes the background of the commodity de- 
bates and discusses the technical aspects of com- 
modity bargaining. The second section focuses on 
the factors inhibiting the negotiation of a viable 
North-South settlement on commodity policy, 
particularly the structural and institutional issues. 
Considers several reform proposals for negotiating 
in the North-South arena. Argues that: (1) there 
is no way to negotiate a stable and efficient pact 
that protects general welfare on the one hand and 
redistributes resources to a particular group of 
states on the other; (2) an efficient agreement that 
uses aid to transfer the resources for compensation 
purposes is not the only system-wide bargain that 
could stimulate North-South relations; and (3) 
LDC’s must lower their expectations of the fruits 
of an agreement while they aim at improving do- 
mestic performance and cushioning against exter- 
nal shocks. Concludes that the most beneficial 
compromise requires that the bargaining context 
be broadened; this dictates, however, that the two 
sides “bargain about how to bargain" to establish 
the ways to deal with specific issues. The author 
is currently on a research grant from the Depart- 
ment of State. Index. 

SCHULMEISTER, STEPHAN. Tourism and the busitwss 
cycle: Econometric models for the purpose of anal- 
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ysii and forecasting of short-term changes in the 
demand for tourism. Translated by Kurt Bayer. 
Vienna: Austrian Institute for Economic Research, 
1979. Pp. 141. Paper. JEL 79-1026 

Condensed English-language version of two 
studies by the Austrian Institute for Economic Re- 
search on short-term fluctuations in the demand 
for tourism, 1960-73, and on the development of 
tourism since the 1973 energy crisis. Presents and 
discusses econometric findings concerning Aus- 
tria's receipts and expenditures on domestic and 
international tourism before the energy crisis and 
evaluates the performance of the pre-energy crisis 
model to explain developments since 1973. In- 
cludes model forecasts of tourism for 1978 and 
1979, a theoretical treatment of the economics of 
tourism, and a discussion of the specification of 
the econometric model of short-term changes in 
the demand for tourism. No index. 

United Nations Conference on Trade and De- 
velopment. Handbook of international trade and 
development statistics, 1979. New York; United 
Nations, 1979. Pp. xxi, 782. $44.00, paper. 

JEL 79-1027 

Compilation of data drawn from existing inter- 
national and national sources related to world 
trade and development. Tables, covering various 
time periods since 1950, with countries and terri- 
tories classified: according to economic type and 
geographic area, developed market economies, so- 
cialist countries of Asia, and developing countries 
and territories. In eight parts: value of world trade 
by regions and countries 1950-78; volume, unit 
value, and terms of trade index numbers by re- 
gions, commodity prices, and consumer price in- 
dices, networks of world trade; exports and im- 
ports for individual countries by commodity 
structure, major exports of developing countries, 
and LDC imports of manufactured goods and im- 
ports from LDC’s of semi-manufactured goods; 
balance of payments, financial resource flows, and 
external indebtedness of LDC’s; basic indicators 
of development; special studies; and shipping sta- 
tistics. Tables only. Bilingual: English and French. 
No index. 

See also: Book Numbers JEL 79-932, 79-0935, 79- 
1077, 79-1087 

430 Balance of Payments: International 
Finance 

Aliber, Robert Z. The international money game. 
Third and expanded edition. New York: Basic 
Books, [1973, 1976J 1979. Pp. xi, 331. $12.95, cloth; 
$6.25, paper. JEL 79-1028 


A popular review of important issues in and 
basic workings of the international monetary sys- 
tem “presented in a straightforward manner with 
minimal use of specialized terms.” This edition 
has been expanded to take into account the 
changes in the international scene in the 1970’s, 
including floating exchange ra^, which "have 
proven to be far less of a panacea than . . . antici- 
pated’’; the recession of 1974; and the devaluation 
of the dollar to unexpectedly low leveb, which 
seem to be tending in the direction of a new cur- 
rency bloc. [See JEL no. 73-1070 for annotation 
of original edition.] The author is Professor of In- 
ternational Finance and Economics, University of 
Chicago. Index. 

Federal Reserve Bank of Boston. Managed ex- 
change-rate flexibility: The recent experience: Pro- 
ceedings of a conference held at Melvin Village, 
New Hampshire, October, 1978. The Federal Re- 
serve Bank of Boston Conference Series, no. 20. 
Boston: Federal Reserve Bank of Boston, 1979. Pp. 
vii, 185. Paper. JEL 79-1029 

Six previously unpublished papers and com- 
ments assess the seven-year experience of the 
floating rate regime. Specific topics include: (1) 
recent evidence on the synchronization of cyclical 
movements and the implications for the transmis- 
sion of fluctuations in real economic activity 
among countries, (2) the international transmission 
of inflation, (3) recent literature on both the theo- 
retical and empirical arguments pertaining to effi- 
ciency in the foreign exchange market, (4) mone- 
tary policy and problems of exchange-rate 
flexibility, (5) the empirical results of simulations 
of monetary policy actions run with the Multi- 
Country Model developed at the Federal Reserve 
Board, and (6) choosing among the major alterna- 
tive approaches to the international surveillance 
of national exchange-rate policies. No index. 

Katz, Samuel I., ed. U.S.-Earopean monetary rela- 
tions. A Conference Sponsored by the American 
Enterprise Institute for Public Policy Research and 
Georgetown University. AEI Symposia, no. 79B. 
Washington, D.C.; AEI, 1979. Pp. 282. $10.75, 
cloth; $5.75, paper. JEL 79-1030 

Seven previously unpublished papers and re- 
lated comments on the possible next steps in U.S.- 
European monetary relations that might halt 
global and regional economic fragmentation, origi- 
nally presented at a conference sponsored by the 
AEI and Georgetown University and held in Wash- 
ington, D.C., on 17 and 18 March 1977. Alexandre 
Lamfalussy examines the problems of monetary 
integration; Bela Balassa looks at the problem 
areas and policy options for European integration; 
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Thonuu D. Willett ooniiden the evolving ex- 
change-rate mechanitm; and four authors, Niels 
Thygeaen, Roland Vaubel, Giorgio Batevi, and 
C. J. Oort discuss the specific next steps to be taken 
in European integration, including the creation 
of Europe-wide currency and coordination of ex- 
change-rate management The editor is Professor 
of Economics at Georgetown University. No index. 

Lindbeck, ASSAR, ed. Inflation and employment in 
open economier. Ettays by members of the Insti- 
tute for International Economic Studies. Studies 
in International Economics, Vol. 5. Amsterdam; 
Oxford and New York. North-Holland, 1979. Pp. 
viii, 338. 158.50. JEL 79-1031 

Twelve previously unpublished essays analyzing 
macroeconomic theory and stabilization policies 
in highly open economies. Papers tend to empha- 
size: the relationship between short-term and 
long-term effects; the joint characteristics of stabi- 
lization policy targets (employment, prices, bal- 
ance of payments); wage formation, both in 
explaining transmission of international distur- 
bances and changes in employment and unem- 
ployment, and government economic policy as to 
some extent an endogenous response. Papers or- 
ganized under three headings: regime with con- 
trolled exchange rates; regime with floating ex- 
change rates; and empirical studies. Author index. 

McKinnon, Ronald I. Money in international ex- 
change; The convertible currency system. New 
York and Oxford: Oxford University Press, 1979. 
Pp. xii, 294. $12.50, cloth; $6.95, paper. 

JEL 79-1032 

Textbook focusing on the microeconomic and 
monetary aspects of international exchange. De- 
scribes how the use of national currencies mone- 
tizes international trade; analyzes common finan- 
cial practices of merchants and manufacturers, 
commercial banks, and central banks; evaluates 
public policies that support or obstruct the interna- 
tional “money machine"; and discusses America’s 
role in stabilizing the world's monetary system. 
Several chapters conclude with technical notes. 
An appendix analyzes proposals for international 
monetary reform. The author is Professor of Elco- 
nomics at Stanford University. Name index. 

MODICUAN4 Franco and Padoa-Schioppa, 
ToMMASOik The management of an open economy 
with "19§% Plus" wage indexation. Essays in In- 
ternatiqiMl Finance, no. 130. Princeton, N.J.: 
Princeton University, Department of Economics, 
International Finance Section, 1978. Pp. 43. $1.50, 
?paper. JEL 79-1033 

Analyzes the relation between inflation, -de- 
mand, and external and domestic deficit in an open 


economy characterized by nationwide bargaining 
and a 100 percent or more indexation tff wages; 
an example of such a “100% plus” indexation is 
Italy. Uses an aggregation model to study these 
macro variables under various scenarios, assuming 
throughout that the goals of the economic policy 
makers are high economic activity with low unem- 
ployment and price stability at a level where exter- 
nal deficit can be financed. Finds that monetary 
and fiscal policy in many cases cannot produce 
the necessary changes in employment, price, and/ 
or the external balance in an open economy and 
concludes that the most reasonable solutions are: 
(1) redefine the targets of policy, i.e., levels of un- 
employment or of price stability; and (2) reduce 
the trade-off between output and terms of trade 
by reducing unit labor cost, which is done by re- 
ducing real wages (politically impractical) or in- 
creasing productivity. F. Modigliani is Institute 
Professor and Professor of Economics and Finance 
at the Massachusetts Institute of Technology, and 
T. Padoa-Schioppa is an economist with the Re- 
search Department of the Banco d'ltalia, Rome. 
No index. 

PONIACHEK, Harvey A. Monetary independence 
under flexible exchange rates. Lexington, Mass, 
and Toronto: Heath, Lexington Books, 1979. Pp. 
viU, 215. JEL 79-1034 

Elxamines the degree of monetary indepen- 
dence that can exist in an open economy under 
a system with flexible exchange rates and subject 
to short-term international capital flows. Investi- 
gates the case of West Germany, developing and 
estimating an econometric model that allows for 
both fixed and flexible exchange rates. Discusses 
the inflation and terms-of-trade effects of flexible 
rates and analyzes the international system of 
widespread floating of currencies. Shows that flexi- 
ble exchange rates eliminate the need for capital 
controb and introduce more freedom into the in- 
ternational economy. Maintains that the tradi- 
tional view — that the real adjustment is through 
flexible exchange rates — ^b in need of qualification; 
the ultimate real adjustment b through the in- 
duced relative price changes and shifts in pro- 
duction and consumption. Finds empirically that: 
(1) independence b “more feasible” under a flexi- 
ble rather than fixed system; (2) there b a trade- 
off relation between monetary policy, the ex- 
change rate, and the balance of payments; (3) 
monetary policy — interest rate and money sup- 
ply — ^has a small efiect on exchange rates; (4) in 
West Germany, flexible rates have allowed short- 
term capital flows to stabilize; and (5) redefining 
the broader concept of money supply, Mx, to in- 
clude Eurocurrency deposits in domestic banks 
and resident deposits in banks donainated by Euro- 
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currency deport*, is ^ipropriate in an open econ- 
omy. Tim author is an economist with Bank of 
America in New York. Bibliography; index. 

RoiHUCinEZ, Rita M. and Carter, E. Eugene. In- 
ternational financial management. Second edi- 
tion. Englewood Cliffs, NJ.: Prentice-Hall, [1976] 
1979. Pp. XV, 686. $18.95. JEL 79-1035 

Text designed for upper-level undergraduates 
or MBA/MS students. In four parts: balance of pay- 
ments and the external position of countries; prob- 
lems for firms in dealing in a diversity of curren- 
cies; international capital budgeting; and the Euro- 
dollar markets and international capital markets. 
This edition includes new material on intema- 
tional taxation, monetarism and the balance of 
payments, foreign exchange exposure, the legal 
and historical analyses of foreign direct invest- 
ment, and the Euro-dollar market. Institutional 
data have been brought up to date. Assumes a 
knowledge of introductory economics and finance. 
Chapters include questions, exercises, and cases. 
Appendices include present value tables along 
with information on international taxation. The 
authors are at the University of Illinois at Chicago 
Circle. Glossary; index. 

Whitman, Marina v. N. Reflections of interdepen- 
dence: Issues for economic theory and U.S. policy. 
Pittsburgh; University of Pittsburgh Press, 1979. 
Pp. xxi, 316. JEL 79-1036 

Nine articles written and published during the 
decade 1967-77. The first group of four articles 
analyzes issues of economic openness, as an attri- 
bute of a single economy, not in terms of the char- 
acteristics of interdependence and integration 
among groups of countries and of “global monetar- 
ism." Two articles examine the interplay between 
theoretical advances from a closed-economy to an 
open-economy perspective and recent experi- 
ences in international economic interdependence. 
The final three articles examine the reasons for 
"the declining hegemony of the United States, the 
disintegration of the postwar institutional frame- 
work for the conduct of international economic 
relations, and the growing tension between inter- 
dependence and autonomy that has tended to po- 
liticize international economic issues”; discuss U.S. 
policy; and consider the international economic 
system of the future. The author has been Distin- 
guished Public Service Professor of Ekionomics at 
the University of Pittsburgh; she is now Chief 
Economist and Vice President of General Motors. 
Index. 

WiHLBORC, Clas. Currency risks in international 
financial markets. Princeton Studies in Interna- 
tional Finance, no. 44. Princeton, N.J.: Princeton 


University, Department Economies, Interna- 
tional Finance Sectkm, 1978. Pp. v, 58. $2.50, pa- 
per. JEL 79-1037 

Study of investor response to changes in the risks 
of intematioRal borrowing under various ex- 
change-rate regimes. Describes the risks that can 
arise in holding foreign currencies, analyzes risks 
under assumptions about exchange-rate and price 
relationships, and evaluates the importance of 
risks under flexible, adjustable-peg, and fixed-rate 
regimes, using several recent models. Eknploys 
mean-variance analysis to examine the efiiects of 
risks on investor choice and comments on recent 
international structural developments in finance 
related to higher risks. Finds that the recent in- 
creases in both inflation risk and exchange risk 
are not a direct consequence of flexible exchange 
rates but rather have their source in the unpredict- 
ability of inflation rates, which result from the un- 
predictability of central-bank behavior. Based on 
chapters 2 and 3 of the author’s dissertation, 
Princeton University, 1976. The author is on Assist- 
ant Professor of Finance and Intematioiud Busi- 
ness at the Graduate School of Business Adminis- 
tration, New York University. No index. 

See also. Book Numbers JEL 79-0965, 79-0969, 79- 
0974 

440 INTERNATIONAI. INVESTMOSNT AND 
Foreign Aid 

CoBBE, James H. Governments and mining compa- 
nies in developing countries. Westview Special 
Studies in Social, Political, and Economic Develop- 
ment. Boulder, Colo.: Westview Press, 1979. Pp. 
xii, 332. $20.00. JEL 79-1038 

Explores the nature of relationships between the 
governments of developing countries and foreign- 
owned firms in extractive industries, particularly 
mining companies. Employs the methodology of 
“traditional, pre-econometric ‘applied econom- 
ics’,” and draws on the fields of law, political sci- 
ence, engineering, and business administration. 
Discusses the salient characteristics of market or- 
ganization in the extractive industries, including 
the impact of the exhaustible nature of the re- 
sources on market structure, and compares the 
conclusions against conventional ideas of firm be- 
havior. Examines the bases of LDC governments’ 
objectives in dealing with foreign firms and consid- 
ers formal and heuristic bargaining models of their 
relationship with foreign firms. Includes two case 
studies treating minerals in Botswana and copper 
in Zambia. Concludes that the relationships in- 
volved can be adequately explained by concepts 
and propositions of traditional social science. Finds 
theoretical models of scheduling extraction rates 
over time for minerals inadequate for answering 
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legitimate questions raised by li>C governments. 
Beviskm of a Ph.D. dissertation submitted to the 
Department of Economics, Yale University, 1977. 
The author is Assistant Professor of Economics at 
Florida State University. Bibliography; index. 

Oemir, Souman. Arab development funds in the 
Middle East. Pergamon Policy Studies, no. 16. 
New York; Oxford; Toronto and Paris: Pergamon 
Press for UNITAR, 1979. Pp. xvii, 131. $15.00. 

JEL 79-1039 

Describes the organizational structure and de- 
velopment policies of three funds designed to pro- 
mote economic development and cooperation 
within the Arab region — the Kuwait Fund, the 
Abdu Dhabi Fund, and the Arab Fund. Ejcamines 
their achievements and assesses the interaction 
and program cooperation among the three funds 
and with other international organizations within 
the United Nations. Based on official documents, 
policy statements and papers, and interviews with 
management and technical staffs of the funds. Ap- 
pendices provide the funds’ charters and laws. The 
author is Research Associate at the United Nations 
Institute for Training and Research (UNITAR). Se- 
lected bibliography; index. 

Hood, Neil and Young, Stephen. The economics 
of multinational enterprise. London and New 
York; Longman, 1979. Pp. xv, 412. jC7.95, paper. 

JEL 79-1040 

Textbook. Presents both economic theory and 
available empirical evidence to promote a greater 
understanding of the determinants of foreign di- 
rect investment, the operation of the multinational 
enterprise (MNE), international trade and the 
MNE, the relationship between foreign direct in- 
vestment and economic development, the issue 
of control of the MNE from the standpoint of both 
home and host nations, and radical views on the 
MNE. The introduction outlines the scope and di- 
rection of the MNE, while the conclusion evaluates 
its future. Each chapter begins with a summary 
and includes selections for further reading and 
questions for discussion. The authors are both Se- 
nior Lecturers in the Department of Economics 
and Management, Paisley College of Technology, 
Scotland. BibUography; index. 

Lombard, Francois J. The foreign investment 
screening process in LDCs: The case of Colombia, 
196Wi^^5. Foreword by Covey T. Ouver. West- 
view Replica Edition. Boulder, Colo.; Westview 
Pl-ess, 1979. Pp. xvU, 171. $17.50. 

JEL 79-1041 


Ejcomines the Colombian experience in regulat- 
ing and controlling foreign investments. Discusses 
the historical, political, economic, and interna- 
tional setting for an adaptation of an explanatory 
model, which is used to atudyze how the host coun- 
try’s regulating system works to screen foreign in- 
vestment proposals. Based on some 200 interviews 
with government officials, lawyers, and company 
executives in Colombia for the period 1967-75. 
Concludes, in part, that “the increasingly complex 
screening process and the instability of the rules 
have deterred U.S. companies from further invest- 
ment in [Colombia]” and that the major objective 
in applying entry controls was to protect given 
sectors and to channel external resources into high 
priority uses. Notes also that there is a tendency 
over time toward a more flexible entry control 
system. The author is an investment officer with 
the International Finance Corporation. Bibliogra- 
phy; no index. 

Mantel, Ida May. Sources and uses of funds of 
majority-owned foreign affiliates of U.S. compa- 
nies, 1973-76. U.S. Department of Commerce, Bu- 
reau of Economic Analysis Staff Paper, 79-033. 
Springfield, Va.: National Technical Information 
Service, 1979. Pp. 57. $5.25, paper; $3.00, micro- 
film. JEL 79-1042 

Analyzes changes in assets, liabilities, and capital 
accounts during the period 1973-76 for a sample 
of majority-owned foreign affiliates of U.S. compa- 
nies in petroleum, manufacturing, and other nonfi- 
nancial industries. Consists largely of the presenta- 
tion of data on sources and uses of funds for 1966- 
76 and revised data for 1966-72, initially published 
in the July 1975 Survey of Current Business. The 
author is an economist with the International In- 
vestment Division. No index. 

Organisation for Economic Co-operation and 
Development. Transfer pricing and multi-na- 
tional enterprises: Report of the OECD Committee 
on Fiscal Affairs. Paris; OECD, 1979. Pp. 100. 
$9.00, paper. JEL 79-1043 

Discussion of the determination of acceptable 
prices (arm’s length prices) for the purposes of es- 
tablishing taxable profits when transfers of goods, 
services, or technology occur within multinational 
enterprises situated in different countries. Reviews 
the problems of setting the transfer price as well 
as difficulties facing the tax authorities; discusses 
the principle and main methods of ascertaining 
the arm’s length price for each type of transfer, 
including the rate of interest on intragroup loans; 
and concludes with a recommendation of the 
Council inviting the tax administrations of mem- 
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ber countries to use the methods of assessment 
proposed in diis report. No index. 

SEKICUCHI, SuEO. Japanese direct foreign invest- 
ment. An Atlantic Institute Research Volume. 
Montclair, N.J.: Allanheld, Osmun, 1979. Pp. xvii, 
153. 320.00. JEL 79-1044 

Examines the evolution of Japanese direct in- 
vestment overseas in three areas; investment in 
primary commodities in the light of efforts to stabi- 
lize their markets, investment in manufacturing 
in LDC's and the economic impact on the host 
country, and investment in advanced industrial 
countries, particularly the social impact of Japa- 
nese subsidiaries in Western Europe. Investigates 
the evolution and content of Japanese investment 
and notes that Japanese direct investment is char- 
acterized by general trading companies, which 
market and distribute a large number of individual 
products for numerous small firms, rather than the 
typical multinationalization by large, technologi- 
cally superior firms. Finds that: (1) the government 
has aided resource development; (2) investment 
in manufacturing in LDC’s has primarily been a 
large number of small scale projects; and (3) invest- 
ment in advanced countries has been relatively 
limited. Concludes that Japan's direct investment 
will continue to grow, but at a decreasing rate; 
this trend could be modified by expansion of im- 
ports through stimulated consumption and invest- 
ment of social capital in environmental projects. 
Includes tables of trade data, primarily for the 
1970’s. The author is Senior Staff Economist at 
the Japan Economic Research Center. Index. 

Underwood, Tkevob, ed. Foreign exchange year- 
book: 1979 edition: A listing of daily foreign ex- 
change and Euro-currency deposit rates for lead- 
ing world currencies throughout 1978 with a 
commentary on international developments. 
Cambridge: Woodhead-Faulkner; New York; Wi- 
ley, Halsted Press; 1979. Pp. 5, 264. $27.50, paper. 

JEL 79-1045 

Part one includes nine short commentaries on 
foreign exchange problems for business, including; 
central bank intervention, structural changes 
needed in the London market, the role of the bro- 
ker, exposure management, accounting standards 
for exchange in the United Kingdom and the 
United States, tax implications, and forecasting ex- 
change rates. Part two, three-fourths of the book, 
contains tables on 1978 daily foreign exchange 
(London closing middle) against the dollar and the 
pound sterling and 1976 monthly averages of for- 
eign exchange rates against the dollar. The editor 
is Managing Director, Elconintel Information Ser- 
vices, Ltd. No index. 


Van Zandt, Howard F., ed. Intemationtd business 
prospects 1977-1999. Foreword by Harold Ce- 
NEEN. The ITT Key Issues Lecture Series. India- 
napolis: Bobbs-Merrill Educational, 1978. Pp. xviii, 
189. $9.95, cloth; $4.95, paper. JEL 79-1046 
Seven previously unpubUsfied papen on the fu- 
ture of international business, originally presented 
as nr lectures at the International Management 
Studies Department of the University of Texas in 
late 1976 and spring 1977. Edward T. Hall dis- 
cusses the importance of improving the handling 
of human relations in overseas contexts; Sir James 
Lindsay presents an overview of investment in Eu- 
rope, Africa, and the Middle East; Anthony S. 
Rojko considers food balances to the year 2000; 
John F. Shaw presents an overview of East Asia 
and Oceania; and James Milton Voss explores en- 
ergy needs up to 1999. Also includes papers on 
Latin American business (William B. Wolf) and 
international tourism and travel (David L. Edgell). 
The editor is Professor of International Manage- 
ment Studies at the University of Texas at Dallas. 
No index. 

Wilkins, Mira. Foreign enterprise in Florida: The 
impact of non-U.S. direct investment. A Florida 
International University Book. Miami; University 
Presses of Florida, 1979. Pp. viii, 199. $15.00. 

JEL 79-1047 

Discusses the extent, nature, and regional loca- 
tion of non-U.S. investment in Florida as well as 
the nationalities of investors and examines the 
trends and the impact of foreign direct investment 
in land and real estate; banking; manufacturing; 
and the phosphate, oil, and service industries. As- 
sesses Florida's commitment to the policy of at- 
tracting non-U.S. investment that will provide jobs 
and stimulate economic growth. Concludes that 
"the benefits of these investments in terms of 
added capital, employment, new industries and 
services, new technology, new tax revenues and 
economic growth far outweigh the costs,” and the 
author. Professor of Economics at Florida Interna- 
tional University, Miami, encourages their promo- 
tion. Appendices provide selected lists of non-U.S. 
businesses in Florida, partnerships, and manufac- 
turing facilities. Index. 

See also: Book Numbers JEL 79-0992, 79-1077 

500 Administration; Business Finance; 
Marketing; Accounting 

510 Administration 

Asian PnoDUcnviTY Organization. Develop- 
ment of management consultancy in APO member 
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eoutttrUi. Tokyo; Author; distributed by Unlpub, 
New York. 1978. Pp. 185. $8.00, ptper. 

JEL 79-1048 

Report on a survey of the problems and needs 
of mansigement consulting for small and medium 
scsJe industries, emphasizing the activities of Na- 
tional Productivity Organizations (NPO’s). Part 
two reports on effectiveness of past consulting with 
some suggestions for improvement, and part three 
contains three papers from a symposium spon- 
sored by the APO on this topic, including two by 
Akira Takanaka on problems of consultancy devel- 
opment in LDC's and the scope and contents of 
consultancy services, and one by Torn Sase on pro- 
motional activities of NPO’s. The last part com- 
prises 12 APO country reports, also from the sym- 
posium. Recommends that the APO “organise 
advanced training courses with emphasis on con- 
sulting skills, problem isolation and solving while 
NPOs should provide basic training on manage- 
ment development and basic skill.” No index. 

Churchman, C. West. The systems approach and 
its enemies. New York: Basic Books, 1979. Pp. xii, 
221. $12.00, JEL 79-1049 

Elxplores and criticizes the past performance 
and problem design of the systems approach to 
planning and management. Notes that simple, di- 
rect attempts to “solve” problems in systems de- 
signed earlier often lead to unintended results. 
Identifies four “enemies” of the systems approach; 
politics, morality, religion, and aesthetics. Suggests 
that these “enemies,” although not necessarily 
comprehensive, holistic, or even "rational” (in the 
sense used by model builders), provide important 
ways of learning about the systems approach and 
of understanding human experience by enabling 
“the rational mind to step outside itself and to 
observe itself (from the vantage point of the ene- 
mies).” The author is Professor of Business Admin- 
istration at the University of California, Berkeley. 
Index. 

Eide, EIrunc. Engineering production and cost 
functions for tankers. Amsterdam; Oxford and 
New York; ETsevier Scientific, 1979. Pp, xii, 284. 
$75.50. JEL 79-1050 

Develops a micro engineering production func- 
tion and corresponding cost function for the trans- 
portation of oil by tankers. Systematically exam- 
ines the relationship between optimal (cost 
minimizing) ship characteristics and the prices of 
fuel, real capital, and other shipping inputs. Com- 
bines engineering and economic principles to con- 
struct a mathematical model of ship design with 
which to generate streams of "pseudo-data” for 
various cost-minimizing ships. The "pseudo-data,” 


in turn, are employed to estimate Cobb-Douglas 
production functions and homothetic production 
(unctions with a Cobb-Douglas core. Cost func- 
tions are constructed as functions of output and 
relative input prices. Finds diesel machinery pref- 
erable to turtle machinery for relatively small 
ships and high fuel costs and finds that only minor 
corrections are required to compensate for re- 
stricted ship draft due to port depth. The author 
is an Assistant Professor at the Iiutitute of Econom- 
ics, University of Oslo. Bibliography; author and 
subject indices. 

Hailstones, Thomas J. and Rothwell, John. In- 
troduction to managerial economics. Elnglewood 
Cliffs. N.J.; Prentice-Hall, 1979. Pp. vui, 512. 
$16.95. JEL 79-1051 

Text devoted to the review of traditional analysis 
of managerial economics and the application of 
this analysis to the solution of problems of the firm. 
Covers profit, price determination, demand analy- 
sis, and business fluctuations as well as forecasting, 
cost of production, pricing, and antitrust. Also con- 
siders capital expenditure analysis, cost of capital, 
human resources, and the changing economic en- 
vironment. Requires “a modest knowledge of eco- 
nomic principles and a modicum of mathematics.” 
Chapters supplemented with questions for review 
and a list of additional sources. The authors are 
both at Xavier University, Cincinnati. Index. 

Kav, Neil M. The innovating firm; A behavioral 
theory of corporate RirD. Foreword by Chris- 
topher Freeman. New York: St. Martin’s Press, 
1979. Pp. XV. 266. $24.95. JEL 79-1052 

Examines the process of allocating resources to 
RitD in the modern corporation using a general 
systems framework. Contends the neoclassical the- 
ory of the firm and related project-based statistic 
approaches have limited applicability in-this area. 
Develops the concept of a firm as a hierarchically 
Organized open system in which R&D operates 
as a specialized (unction. Applies this framework 
to analysis of: dissimilarities in budgeting conven- 
tions for corporations in Western Europe and the 
United States; R6cD determinants in U.S. industry; 
and intraindustry variation in allocations to tech- 
nological change activity. Results Indicate that fed- 
eral funds augment rather than replace company 
funds for R&D and that technological opportunity 
and propensity to undertake basic research might 
be negatively related. Based on the author’s Ph.D. 
dissertation. University of Stirling, Scotland, 1976. 
The author is Lecturer in Industrial Economics, 
Heriot-Watt University, Edinburgh. Index. 

Kingston, Irene and Benjamin, William A., eds. 
Directory of European business information. 
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Washington and Paris: Center for Business Inform- 
ation, 1B79. Pp. X, 590. $75.00. JEL 79-1053 

Directory of information on general business 
and specific industries in Western and Eastern Eu- 
rc^je. Virtually all entries are annotated and de- 
scriptive, giving price information where possible. 
In three parts; basic information sources on man- 
agement, European business books, research ser- 
vices, on-line data bases, and statistical informa- 
tion; subject information sources and services in 
eleven different areas, including: accounting, fi- 
nance, eccmomics, patent law, personnel manage- 
ment, and corporate information; and individual 
European country information sources. I. Kingston 
is currently lecturing at Queen's University (Bel- 
fast) in the Department of Library and Informa- 
tion Studies, and W. A. Beiyamin is President, Cen- 
ter for Business Information, Paris, and Chairman, 
Business Research Corporation, Washington, D.C. 
Subject /title index. 

Mangham, Iain. The politics of organizational 
change. Contributions in Eiconomics and Eco- 
nomic History Series, no. 26. London: Associated 
Business Press; Westport, Conn.: Greenwood 
Press, 1979. Pp. xii, 221. $23.95. JEL 79-1054 

Examines organizational change, viewing it as 
political behavior. Concerned with the “series of 
stratagems, manoeuvres and bargains among cer- 
tain key managers and union officials," which can 
characterize decision-making; analyzes the build- 
ing of coalitions and alliances, paying particular 
attention to issues of power and personal skill. Be- 
lieving “that at the hub of all social life is the pro- 
cess of face-to-face interaction,” argues “that all 
such encounters are marked, in the final analysis, 
by the pursuit of personal goals.” Offers general 
understanding of decision-making behavior in 
businesses and other organizations rather than a 
guide to corporate climbing. The author is Profes- 
sor of Management Development and Director 
of the Centre for the Study of Organizational 
Change, University of Bath. Index. 

Moriguti, SlGElTi, ed. Computer application in 
management; The Asian scene. Tokyo: Asian Pro- 
ductivity Organization; distributed by Unipub, 
New York, 1978. Pp. 208. $9.00, paper. 

JEL 79-1055 

Eighteen previously unpublished papers by 
computer experts and management officials of 
Asian Productivity Organization (APO) member 
countries on the application of computer technol- 
ogy to management decision-making. Originally 
presented at a symposium sponsored by the APO, 
held in Tokyo in May 1977. In four parts: overview 
of computerization in Asia; dimensions of com- 


puter i 4 >pllc»tton in management, businen, and 
public administration; computer ^yilications in 
the twelve APO countries; and recommendations 
for national policies on the incorporation of com- 
puter technology. The editor is a professor in the 
Department of Information Madtonaatics, Univer- 
sity of jElectro-Communicatioia, Tokyo. No index. 

Seo, K. K. and Winger, Bernard J. Managerial 
economics: Text, problems, and short cases. Fifth 
edition. The Irwin Series in Economics. Home- 
wood, ni.; Irwin; Georgetown, Ont.; Irwin-Dorsey, 
[1959 . . . 1975] 1979. Pp. xiii, 453. $16.95. 

JEL 79-1056 

Text for an intermediate-level undergraduate 
or first-year graduate student course in managerial 
economics. Topics covered include; decision analy- 
sis, forecasting, demand analysis, production cost 
analysis, profit measurement and planning, pric- 
ing, government and business, and capital budget- 
ing. This edition has been brought up to date, and 
analytical material receives more emphasis than 
previously. Contains new material on risk analysis, 
flexible pricing and differential pricing, and opti- 
mization techniques. Includes many end-of-the- 
chapter cases and problems. K. K. Seo is Professor 
of Business Economics and Quantitative Methods, 
University of Hawaii, Honolulu; B. J. Winger is 
Associate Professor of Economics and Finance, 
University of Dayton. Index. 

Winger, Bernard J. Cases in managerial econom- 
ics. Columbus, Ohio: Grid, 1979. Pp. 174, paper. 

JEL 79-1057 

Designed for MBA level and advanced interme- 
diate courses in managerial economics, consists of 
28 cases devised so they "impart a semblance of 
real-world decision making, yet within a structure 
of specific questions asked of the students.” In six 
parts; making economic decisions; demand; the- 
ory, forecasting, and analysis; production theory 
and cost analysis; capital budgeting; pricing; and 
government and business. Present value tables in 
appendices. The author is a member of the De- 
partment of Economics and Finance, University 
of Dayton. No index. 

See also: Book Numbers /££. 79-0889, 79-0979, 79- 
1066, 79-1110 

520 Business Finance and Investment 

Clare, John J.; Hindelang, Thomas J. and Prit- 
chard, Robert E. Capital budgeting: Planning 
and control of capital expenditures. Elnglewood 
Clifis, N.J.: Prentice-Hall, 1979. Pp. ix, 468. $22.00. 

JEL 79-1058 
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Text for aenior-ievel imdergrsdiute or graduate- 
level course In capital budgeting. In four parts: 
fondamentals of capital budgeting; risk analysis in 
fong-term asset management; mathematicai pro- 
gramming and simulation; capital budgeting as ap- 
plied to multinationals, leases, mergers, and acqui- 
sitions. Assumes knowledge of algebra and basic 
statistics. Chapters include questions and prob- 
lems; selected answers provided. Necessary statis- 
tical tables in appendices. J. J. Clark and T. J. Hin- 
delang are at Drexel University and R. E. 
Pritchard is at Classboro State College. Bibliogra- 
phy; author and subject indices. 

Hampton, John J. Financial decision making: Con- 
cepts, problems, and cases. Second edition. Heston, 
Va.; Prentice-Hall, Heston, [1976] 1979. Pp. xii, 
659. $14.95. JEL 79-1059 

Introductory text. Stresses the analytical aspects 
of problem solving. In seven parts: nature of fi- 
nance; securities and financial analysis; manage- 
ment of working capital; financial planning; capital 
investment policies; fonds management; and eval- 
uating financial alternatives. This edition has been 
brought up to date and revised, and includes new 
material on the capital asset approach to risk and 
return, the Capital Asset Pricing Model, and short- 
and intermediate-term financing. Chapters are 
supplemented by a list of key terms, questions and 
problems, and suggested readings. The author is 
at Seton Hall University. Glossary; index. 

Lavely, Joe and Ruckman, Paul E. Simultaneous 
compounding and discounting: Tables and uses. 
Lexington, Mass., and Toronto: Heath, Lexington 
Books, 1979. Pp. ix, 724. $59.95. JEL 79-1060 
Primarily tables of value-relatives (ratios that 
relate values at difierent points in time) designed 
for use by financial counselors, life insurance 
agents, attorneys, and economists. Consists of four 
types of data; (1) compound-value-relatives, (2) dis- 
count-value-relatives, (3) a combination of the first 
two, and (4) accumulations of the first three types. 
The accompanying text discusses the concept of 
a value-relative and gives examples of pertinent 
problem solving, such as “how much life insur- 
ance?” or the economic value of housework. The 
authors are Professor of Finance and Assistant Pro- 
fessor at Indiana University-Purdue University. 
Fort Wayne. No index. 

Lx>we, Paul. Investment for production: Managing 
the plant investment process. New York and To- 
ronto: Wiley, Halsted Press; London: Associated 
Busine;^ Press, 1979. Pp. x, 261. $27.50. 

> JEL 79-1061 


Description of the different aspects of the plant 
investment process with particular attention given 
to the practical problems. Covers project prepara- 
tion, evaluation, and risk analysis; plant replace- 
ment and leasing; life-cycle costing; and project 
presentation, authorization, implementation, and 
outcome evaluation. Intended primarily for indi- 
viduals involved with these decisions in particular 
firms; develops case examples and provides check 
lists to allow those decision-makers to look at their 
own firms in a more structured manner. Contains 
descriptive and analytical chapters, with the latter 
using simple mathematical techniques. Two brief 
case studies are presented as an appendix. The 
author is a senior lecturer. Department of Pro- 
duction Technology, Brunei University, Uxbridge, 
England. Index. 

Martin, John D., et al. Basic Jinancial manage- 
ment. Englewood Cliffs, N.J.: Prentice-Hall, 1979. 
Pp. XV, 667. $18.95. JEL 79-1062 

Text for a one-semester introductory course in 
financial management, emphasizing "identifica- 
tion and solution of the financial problems con- 
fronting the business enterprise." In seven parts; 
scope of financial management; basic tools of anal- 
ysis, planning, and control; working-capital man- 
agement; management of long-term assets; cost 
of capital and financial structure; long-term financ- 
ing; and external growth and contraction. Chap- 
ters include a summary, study questions, study 
problems, and suggested readings. Study guide 
and case books available. Several financial tables 
in appendices. Co-authors are: John D. Martin, 
Texas A&M University; J. William Petty, Texas 
Tech University; Arthur J. Keown and David F. 
Scott, Jr., both of Virginia Polytechnic Institute 
and State University. Glossary; index. 

Martin, John D., et al. Cases in basic jinancial 
management. Englewood Cliffs, N.J.: Prentice- 
Hall, 1979. Pp, X. 229. $8.95, paper. 

JEL 79- J 063 

Thirty-three case studies intended to supple- 
ment introductory texts in financial management, 
particularly Martin et al.’s Basic Financial Man- 
agement [see JEL no. 79~1062\. In six sections: 
financial analysis and planning; working capital 
management; capital investment decisions; valua- 
tion and cost of capital; long-term financing; and 
noteworthy financial management problems. In- 
terest tables in appendix. Co-authors include 
J. William Petty, Arthur J. Keown, and David F. 
Scott, Jr. No index. 

Nickell, S. j. The investment decisions ofjirms. The 
Cambridge Economic Handbooks. London and 
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New York: Cambridge University Press; Welwyn, 
England: Nisbet, 1978. Pp. xi, 326. $29.50, cloth; 
$9.95, paper. JEL 79-1064 

Concerned with the decision by firms to invest 
in fixed capital. Discusses basic theory, including 
a simple model of investment decisions, costs of 
adjustment, delivery lags and irreversible invest- 
ment decisions, the problem of uncertainty, uncer- 
tainty in a dynamic context, and replacement and 
depreciation. Considers a number of particular 
theoretical issues in the areas of finance, taxation, 
and government policy, and ends with a review 
of empirical work in the field. First in a new series 
of Cambridge Economic Handbooks, issued under 
the general editorship of Professor Frank Hahn, 
University of Cambridge. The author is Reader 
in Economics, the London School of Economics, 
and one of the managing editors of the Review 
of Economic Studies. Bibliography; index. 

Ray, Marvin E. and Scott, David L. Finance. 
Cambridge, Mass.: Winthrop; distributed by Pren- 
tice-Hall, Englewood Cliffs, N.J., 1979. Pp. ix, 278. 
$9.95, paper. JEL 79-1065 

Text for an introductory course in finance. 
Covers three basic areas: financial markets and in- 
stitutions; managerial finance; and investments. 
Chapters include a summary and questions and 
problems. The authors are at Valdosta State Col- 
lege, Georgia. Glossary; index. 

530 Marketing 

Bowersox, Donald J., et al. Simulated product 
sales forecasting. MSU Business Studies. East Lan- 
sing: Division of Research, Graduate School of 
Business Administration, Michigan State Univer- 
sity, 1979. Pp. xviii, 357. $20.00. JEL 79-1066 
Documents the Simulated Product Sales Fore- 
casting model (SPSF), a computerized analytic tool 
designed to assist management in making and test- 
ing sales forecasts. Combines attributes of dynamic 
simulation, market area demand simulation, and 
statistical sales forecasting. Developed by a faculty 
and doctoral research team at the Graduate School 
of Business Administration of Michigan State Uni- 
versity. The system enables a decision-maker to 
assess forecast accuracy and to measure the impact 
of other logistical and marketing factors on the 
forecast (warehouse locations, inventory, transpor- 
tation, pricing, promotion, customer service, and 
product quality). Discusses system control, input 
requirements, output characteristics, validation, 
and applications. Includes documentation of sys- 
tem diagnostics. The primary author is Professor 
of Marketing and Transportation Administration 
at Michigan State University; the co-authors — 
David J. Gloss; John T. Mentzer, Jr.; and Jeffrey 


R. Sims — received their doctoral degrees from 
Michigan State University. Bibliogra[diy; no index. 

540 Accodntinc 

American Accounting Association, Committee 
ON Concepts and Standards for External 
Financial Reports. Statemlent, on accounting 
theory and theory acceptance. Sarasota, Fla.; Au- 
thor, 1977. Pp. ix, 61. Paper. JEL 79-1067 
Committee findings that there is no single uni- 
versally accepted theory of external reporting; 
summarizes and classifies the three basic ap- 
proaches to external reporting — classical models, 
decision usefulness, and information economics — 
and presents criticisms of each. Finds that theoreti- 
cal closure has not occurred due to differences 
in empirical domains, premises, and objectives, 
making it impossible to call a theory correct or 
incorrect. Concludes that: (1) theory acceptance 
caimot be dictated; (2) the scope of external report- 
ing is wider than heretofore perceived; and (3) 
all theoretical approaches are imperfect when 
viewed from the perspective of some other theory. 
Bibliography; no index. 

Arnett, Harold E. Proposed funds statements for 
managers and investors. New York: National Asso- 
ciation of Accountants, 1979. Pp. ix, 139. 

JEL 79-1068 

Analysis of the funds statement in the light of 
its current and prospective uses in decision-mak- 
ing. Discusses the conceptual basis of the funds 
statement; makes recommendations for an im- 
proved funds statement while remaining within 
the constraints of presently accepted accounting 
principles and presents an illustration. Discusses 
the preparation and uses of internal funds state- 
ments. The author is Professor of Accounting at 
the University of Michigan. Selected bibliography; 
no index. 

Bullock, James H. Maintenance planning and con- 
trol. New York: National Association of Accoun- 
tants, 1979. Pp. xi, 147. JEL 79-1069 

Examines the current state of accounting for 
maintenance in manufacturing companies, focus- 
ing on its objectives, resources, and interrelation- 
ships with other business activities. Presents a con- 
ceptual framework for classifying maintenance 
decisions and outlining the role of the manage- 
ment accountant; analyzes maintenance organiza- 
tion, budgeting, and decision-making; and dis- 
cusses the work-order system and the issues of 
maintenance work standards and performance 
measurement. Based on mail responses from 91 
companies and interviews with 18. Findings indi- 
cate that improvements are gradually taking place 
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in both maintenance management and accounting 
for maintenance. The author is at New Mexico 
State University. Selected bibliography; no index. 

Connor, Joseph E. and De Vos, Burnell H., Jr., 
eds. Guide to accounting controls: Establishing, 
evaluating and monitoring control systems, Bos- 
ton: Warren, Gorham & Lamont, 1979. Pp. xiv, 
irregular. $84.00, binder. JEL 79-1070 

Nine individual guides contained in a ringed 
binder that present a cost-benefit process for mak- 
ing internal accounting control decisions. Follow- 
ing an introduction on the importance of internal 
accounting control since the passage of the For- 
eign Corrupt Practices Act are booklets on: finan- 
cial reporting; electronic data processing opera- 
tion; revenues and receivables; production costs 
and inventories; production assets; purchases and 
payables; employee compensation and benefits; 
and financial management. E^ch section has in- 
formation on; the evaluation process; control ob- 
jectives; understanding the business; administra- 
tive, organization, operating, information system, 
and internal accounting controls; cost-benefit anal- 
ysis; and testing for compliance. The editors are 
with Price Waterhouse 6t Co. No index. 

Wilson, David A.; Shank, John and Frolin, Den- 
nis. Contemporary financial reporting: A case- 
book. Elnglewood Cliffs, N.J.; Prentice-HaU, 1979. 
Pp. X, 385. $10.95, paper. JEL 79-1071 

Forty-nine cases in corporate financial reporting 
intended as a text or a supplement to any conven- 
tional financial accounting text. In four parts; reve- 
nue recognition; asset valuation; accounting for lia- 
bilities and shareholder’s equity; and corporate 
fitumcial reporting. Lists specific questions at the 
end of each case. The authors are at University 
of Texas (Austin), The Ohio State University, and 
Harvard University, respectively. No index. 

See also: Book Numbers /£L 79-0978, 79-1007, 79- 
1088 

600 Industrial Organization; 
Technological Change; 

Industry Studies 

610 Industrial Organization and 
Public Pouct 

Asian Productivity Organization. Trucking op- 
erations in Asia: Problems and solutions. Tokyo; 
Author; distributed by Unipub, N.Y., 1978. Pp. 97. 
$7.50, paper. JEL 79-1072 

Report on a 1976 survey by the APO on the 
nature and problems of trucking operations in dine 


APO countries: Iran, Pakistan, India, Sri Lanka, 
Thailand, Indonesia, the Philippines, China, and 
Japan. Part one presents the nu^r findings of the 
survey on issues related to both the trucking firms 
and the government, and part two considers mea- 
sures for improving trucking productivity in Japan, 
written by Shigenori Ozald of the Nittsu Shoji Co., 
Ltd., Tokyo. The last part presents the recommen- 
dations of a symposium held on this survey, includ- 
ing; (1) the governments of these countries should 
enforce regulations on the registration, construc- 
tion, maintenance, insurance, and use of trucks, 
and national laws should be examined for imiibr- 
mity to encourage international road transport; 

(2) the trucking firms should aim for more efficient 
utUizatioD and maintenance of their vehicles; and 

(3) trucking associations devoted to furthering effi- 
ciency should be created in countries that have 
none at the present time. No index. 

Babe, Robert E. Canadian television broadcasting 
structure, performance and regulation. A study 
prepared for the Elconomic Council of Canada. 
Hull, Quebec; Canadian Government Publishing 
Centre, 1979. Pp. ix, 250. $5.00, Canada; $6.00, 
other countries; paper. JEL 79-1073 

Analyzes the structure, conduct, and perfor- 
mance of Canadian broadcasting and evaluates the 
policies and performance of the Canadian Radio- 
television and Telecommunications Commission 
(CRTC) with regard to the regulation of the En- 
glish language and cable television industry. Also 
reviews broadcasting policies prior to the estab- 
lishment of the CRTC in 1968. Mgjor conclusions 
are that “in view of the goals set by Parliament 
for broadcasting, the performance of the television 
broadcasting industry in Canada is highly defi- 
cient" and “the CRTC appears to be very mis- 
guided in its perception of what private broadcast- 
ing is and what drives it” Argues that government 
policy becomes one of state protection of private 
broadcasting. The author is Associate Professor of 
Communication, Simon Fraser University. Bibliog- 
raphy; no index. 

Bennathan, EsRa and Walters, A. A. Port pricing 
and investment policy for developing countries. 
New York; London; Toronto and Hong Kong; Ox- 
ford University Press for the World Bank, 1979. 
Pp. xv, 230. $12.50, cloth; $4.95, paper. 

JEL 79-1074 

Focuses primarily on the principles of pricing 
or tariff policy in port economies for developing 
countries; covers only the outline and general di- 
rection of investment plaiming. Advocates making 
short-run marginal costs the basis of all port tariffs 
and applies marginal costs principle to analyses 
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of ship size, port time, conq>etition among ports, 
and economies of scale in ports. Concludes that 
(1) despite theoretical support for subsidies, there 
exist strong practical arguments against them; (2) 
charging congestion levies will earn high profits 
in ports; and (3) two-part or multipart pricing sys- 
tems, gradually installed, will best suit strategic 
and cost requirements of port tariff policies. The 
authors are professors at the University of Bristol 
and the Johns Hopkins University, respectively. 
Index. 

Gagnon, Jean Paul and Jang, Raymond. Federal 
control of pharmaceutical costs; The MAC experi- 
ence. New York: Hofonann-La Roche, Roche Labo- 
ratories, 1979. Pp. 76. JEL 79-1075 

Reviews background of “Limitations on Pay- 
ment or Reimbursement for Drugs” or Part 19 
of Title 45 — Public Welfare, Code of Federal Reg- 
ulations, popularly known by the acronym MAC. 
Assesses recent developments and implementa- 
tion of the regulations adopted in 1975, which con- 
sist of a three-part program for reducing drug costs 
purchased under Medicare, Medicaid, and the 
Public Health Service. Notes that the most signifi- 
cant factor influencing the form and rate of devel- 
opment of the regulations has been the adversarial 
relationship between the govenunent and the 
drug industry and health care providers. Con- 
cludes that "Part 19 has not convincingly achieved 
its objectives" and, pending completion of two cur- 
rent evaluations of MAC, offers recommendations 
for short-term modifications in the existing pro- 
gram. The authors are Associate Professors, Uni- 
versity of North Carolina at Chapel Hill School 
of Pharmacy. No index. 

Mazzouni, Renato. Government controlled enter- 
prises: International strategic and policy deci- 
sions. Chichester, England; New York; Brisbane 
and Toronto: Wiley, Wiley-Interscience, 1979. Pp. 
xxiv, 400. JEL 79-1076 

Analyzes the multinational strategic and policy 
decisions of European government controlled en- 
terprises (CCE’s). Data come from 304 interviews 
with leading executives, government officials, and 
union leaders from the nine EEC countries. The 
theoretical framework for the study of CCE be- 
havior draws on three conceptual approaches: the 
traditional approach, where the firm is viewed as 
a unitary agent; the organizational process ap- 
proach, with the firm viewed as a complex of semi- 
independent suborganizations, which operate via 
set processes; and the organizational politics ap- 
proach, where decisions are the outcome of inter- 
nal politics — conflicts, bargains, and compromises. 
Designed for students of international business, 


organization theory, and policy dedtion*maJdng, 
as well as for managers utd government officials. 
Chapters alternatively present tbeoretioal treat- 
ments and practical analyses. The author is a mem- 
ber of the faculty of the Graduate Schotfl of Busi- 
ness, Cdumbia University. BiUiografdiy; index. 

1 

PUCEL, ITiomas a. International market linkages 
and U.S. manufacturing; Prices, profits and pat- 
terns. Cambridge, Mass.: Harper & Row, Ballinger, 
1979. Pp. xi, 136. $15.00. JEL 79-1077 

Explores the impact of import conqyetition and 
foreign direct investment on domestic prices and 
profits of U.S. manufacturing industries and ana- 
lyzes the determinants of U.S. international trade 
and investment. Utilizes cross-sectional data from 
71 of the 76 IRS minor industries (roughly corre- 
sponding to the 3-digit level of the Standard Indus- 
trial Classification) to obtain ordinary least squares 
(and two-stage least squares, where appropriate) 
estinoates of hypothesized long-run equilibrium 
relations. Finds that import competition constrains 
pricing in domestic industries, which otherwise 
wield market power; that tariffs reduce the con- 
straint; and evidence supporting the Heckscher- 
Ohlin theories of comparative advantage and the 
product life-cycle theory. Concludes with policy 
implications. The author is Assistant Professor of 
Ek:onomics and International Business at New 
York University Graduate School of Business Ad- 
ministration. Bibliography; index. 

Reekie, W. Duncan and Weber, Michael H. Prof- 
its, politics and drugs. New York: Holmes 8c Meier, 
1979. Pp. X, 185. $32.75. JEL 79-1078 

The focus of this examination of the drug indus- 
try is the impact of national regulatory legislation 
in the developed world (particularly in the United 
Kingdom) on drug demand, price, promotion, re- 
search, and profits. Some findings are that (1) the 
world market for drugs could more than double 
by 1982; (2) the regulatory climate is becoming 
“increasingly stringent, and the atmosphere of 
trust between public, industry and government 
is being eroded” due, to a large extent, to “politi- 
cians”; (3) cost savings plans by government and 
health insurance funds have failed; and (4) the in- 
dustry is “competitive” by economic definition. 
The authors are Lecturer in Business Studies and 
Lecturer in Marketing at the University of Edin- 
burgh, respectively. Index. 

SCHMALENSEE, RICHARD. The Control of natural mo- 
nopolies. Lexington, Mass., and Toronto: Heath, 
Lexington Books, 1979. Pp. ix, 178. $16.95. 

JEL 79-1079 

Examines basic problems associated with natural 
monopoly situations in which some case for social 
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control exists end alternative control mechanisms. 
Discusses objectives of such control, arguing that 
economic efficiency should be the dominant objec- 
tive, examines aspects of natural monopolies and 
human behavior that limit effective control and 
a variety of control structures. Concludes that the 
economic efficiency should be the single control 
objective, since it reflects both administrative fea- 
sibility and the nature of the problem. Recom- 
mends that the regulatory process be dominated 
by economists. The author is Associate Professor 
of Applied Economics, Alfred P. Sloan School of 
Management, Massachusetts Institute of Technol- 
ogy. Bibliography; index. 

Weidenbaum, Murray L. The future of business 
regulation: Private action and public demand. 
New York: American Management Associations. 
AMACOM, 1979. Pp. vi. 183. $12.95. 

JEL 7&-I080 

The central argument of this survey of the cur- 
rent environment of the American economy is that 
"a reversal of the current trend of ever-increasing 
government intervention in business is essential 
not so much from the viewpoint of business, but 
primarily from the viewpoint of enhancing the 
welfare of the individual citizen.” Details the na- 
ture of the problems resulting from proliferation 
of government activity and lays out “an ambitious 
agenda of voluntary steps” to be undertaken by 
business, government, and private interest groups 
in order ”to increase the ability of the business 
system to meet the needs of the public that busi- 
ness serves.” Recommends that benefits and costs 
of government regulation, including effects on em- 
ployment, productivity, capital formation, etc., be 
weighed against each other. The author is Director 
of the Center for the Study of American Business 
at Washington University in St. Louis. Index. 

Whitehurst, Clinton H., Jr., ed. Forming multi- 
modal transportation companies: Barriers, bene- 
fits, and problems: A conference. Moderated by 
John W. Barnum. AEI Symposia, no. 79A. Wash- 
ington, D.C.; American Enterprise Institute for 
Public Policy Research, 1978. Pp. 179. $10.95, 
cloth; $4.75, paper. JEL 79-1081 

Three previously unpublished papers and other 
proceedings from a conference on the effects of 
moves to eliminate barriers to the formation of 
multimodal transportation companies (involving 
more than ohe mode of transportation), sponsored 
by the AEI and held in Washington, D.C., in Feb- 
ruary 1978. In two parts; Part one includes three 
papentittilt., federal rules on intermodal ownership 
E.'^£yster), the economic pros and cons 
of mii^modalism (Paul O. Roberts), and exafrSna- 


tion of multimodal ownership in Canada (Harvey 
M. Romoff). Part two contains transcripts of discus- 
sions by representatives of labor, industry, and 
government on the carriers' reaction to the elimi- 
nation of regulations, the effects on labor and car- 
rier fiiuuicing, and the desirability of control of 
multimodal ownership; also includes an address 
by then Secretary of Transportation Brock Adams. 
Concludes that in the context of the total transpor- 
tation sector, “the probability of multimodal com- 
panies in the foreseeable future must be judged 
as quite high.” The editor is at Clemson University. 
Bibliography; index of participants. 

See also. Book Numbers /££, 79-1050, 79-1159 
620 Economics of Technological Chance 

Davies, Stephen. The diffusion of process innova- 
tions. New York and London: Cambridge Univer- 
sity Press, J979. Pp. xiv, 193. $25.00. 

JEL 79-1082 

Investigates the forces influencing the spread 
of new production processes within industry using 
data on 22 process innovations adopted in various 
U.K. industries since World War II. Provides a the- 
oretical model for the study of the diffusion of inno- 
vations. Examines the relationship between indus- 
try structure and the speed of diSusion; the 
importance of the adopting industry’s economic 
environment in influencing the speed of diflPusion; 
and the affect of the nature of the innovation itself 
on its diffusion. Findings, in part, are: diffusion 
should be faster, (1) the more profitable the inno- 
vation is, (2) “the fewer firms there are in the 
adopting industry (and because diffusion is a pro- 
portional concept this is not a trivial finding)," (3) 
the smaller the size inequalities between firms, 
(4) the greater the labor intensity of the adopting 
industry, and (5) the faster the rate of .growth is 
of the adopting industry. Based on the author’s 
Ph.D. dissertation. University of Warwick, 1976. 
The author is Lecturer in Economics, University 
of Sheffield. Index. 

Dunn, Peter D. Appropriate technology: Technol- 
ogy with a human face. New York: Schocken 
Books, 1979. Pp. ix, 220. $16.00, cloth; $5.95, pa- 
per. JEL 79-1083 

Examines in non-technical language develop- 
ment programs that stress the application of tech- 
nology appropriate to combatting poverty, espe- 
cially rural poverty, in developing countries. Aims 
at job creation with small-scale, low cost methods. 
Covers not only the techniques but also the social 
aspects of development and technology. Devoted 
mostly to the actual practice of appropriate tech- 
nology in the areas of food, water and health, en- 
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ergy, medical services, building services, small in- 
diutry, and education and research. Appendix con- 
tains related statistical and technical material. The 
audior is Professor of Engineering Science at the 
University of Reading. Index. 

Martin, F., et al. The interregional diffusion of 
innovations in Canada. Ottawa: Economic Coun- 
cil of Canada; distributed by Supply and Services 
Canada, Hull, Quebec, 1979. Pp. xii, 187. $4.50, 
Canada; $5.40, other countries; paper. 

JEL 79-1084 

Investigates the role that lags in diffusion of tech- 
nology may play in explaining productivity differ- 
ences, and hence income differences; in the five 
major regions of Canada. Focuses on the diffusion 
of computers, of steel furnaces in the steel indus- 
try, of roof trusses, of the containerization of inter- 
national ocean cargo, of innovations in the news- 
print industry, and of shopping centers. Discusses 
the pattern of regional diffusion for each and the 
factors pertaining to the diffusion of innovation, 
and seeks to establish what characteristics of a re- 
gion may contribute technological leads or lags. 
Considers leads and lags in initial adoption and 
in later adoption. Concludes that technological 
lags are one of a number of factors contributing 
to productivity differences. The principal author 
is at the University of Montreal. Co-authors are 
N. Swan, I. Banks, G. Barker, and R. Beaudry. 
Bibliography; no index. 

Rosenblatt, Samuel M., ed. Technology and eco- 
nomic development: A realistic perspective. Fore- 
word by Harlan Cleveland. Westview Special 
Studies in Social, Political, and Economic Develop- 
ment. Boulder, Colo.: Westview Press; in coopera- 
tion with the International Economic Studies Insti- 
tute, 1979. Pp. XV, 191. $17.00. JEL 79-1085 

Five previously unpublished papers focused on 
technology’s role in the development process and 
the problem of technological transfer. The editor 
cites a concensus of the authors on the recognition 
that: (1) the solutions found in technology for 
LDC’s are limited; (2) the latest technology is not 
invariably inappropriate nor the most basic invari- 
ably appropriate; (3) that adaptations of the tech- 
nology and adaptation of their economic and social 
policies to the technology is a responsibility of the 
LDC’s; (4) transnational enterprise is neither hero 
nor villain but a necessary if unfortunate conveyor 
of technology; (5) “goodwill, incentives, . . . [or] 
political decisions can[not] substitute for the basic 
disciplines of competitive economic forces in the 
developing countries themselves” in the transfer 
of technology. ’The authors include Gustav Ranis, 
Howard Pack, Nathaniel Leff, Samuel M. Rosen- 


blatt, and Timotfay W. Stanley. The editor is prc^ 
ect director for the IntematiaRal Economic Stud- 
ies Institute’s Technology Studies and chief eco- 
nomic consultant to the International Economic 
Policy Association. No index. 

Street, James H. and James, DiLii^s D., eds. Tech- 
nological progress in Latin America.- The prospects 
for overcoming dependency. Westview Special Se- 
ries on Latin America and the Caribbean. Boulder, 
Colo.: Westview Press, 1979. Pp. xxii, 257. $20.00. 

JEL 79-1086 

Twelve papers and case studies, four previously 
published, appraising the prospects for internal 
technological development in Latin America; se- 
lected from papers presented at recent meetings. 
Four papers review the nature of technological 
dependency and examine the possibilities of stimu- 
lating indigenous research and development. The 
remaining papers constitute case studies of suc- 
cessful internal technological diffusion in various 
sectors and countries. Contributors, most of them 
American economists, employ empirical tech- 
niques to establish their conclusions. ’The editors 
are Professor of Economics at University College, 
Rutgers University, and Professor of Elconomics 
at the University of Texas, El Paso, respectively. 
No index. 

Walker, William B. Industrial innovation and in- 
ternational trading performance. Contemporary 
Studies in Economic and Financial Analysis, vol. 
15. Greenwich, Conn.: JAI Press, 1979. Pp. xiv, 
122. $17.50. JEL 79-1087 

Contends that the present forms of the technol- 
ogy-gap and product-cycle theories in interna- 
tional trade theory are unsatisfactory in that they 
lead to underestimation of the itmovator’s ability 
to maintain and extend his monopoly power and 
fail to capture the dynamic impact of innovation 
on production location and growth of industrial 
wealth. Reviews international trade theories, de- 
scribes international trade patterns in OECD man- 
ufactured goods from 1945-73, and analyzes sta- 
tistically the impact of product and process 
innovation on the historical trading patterns of se- 
lected industries during the postwar period up to 
1973, with emphasis on the 1963-73 period. Ar- 
gues that neoclassical theory does not recognize 
the destabilizing effect that technological change 
has on international trading patterns and that 
product cycle theory is inappropriate for analysis 
of capital goods industries. Finds that innovation 
has a dynamic impact on the survival and growth 
of firms and suggests that “an mjection of Schum- 
peterian ideas could do much to revitalize trade 
theory” and that detailed technological studies of 
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the evolution of products and processes are desir- 
able. The author is at the Science Policy Research 
Unit, University of Sussex. Index. 

See also; Book Numbers JEL 79-0891, 79-0932, 79- 
1052, 79-1090, 79-1159 

630 Industry Studies 

ARNETT, Harold E. and Danos, Paul. CPA firm 
viability: A study of major environmental factors 
affecting firms of various sizes and characteristics. 
Ann Arbor: Paton Accounting Center and Division 
of Research, Graduate School of Business Adminis- 
tration, University of Michigan, 1979. Pp. xiii, 154. 
Paper. JEL 79-1088 

An analysis of the environment in which U.S. 
accounting firms operate and characteristics of the 
firms, based primarily on interviews and question- 
naires directed to 50 large and small CPA firms 
and CPA associations. Reviews problems of viabil- 
ity, economies of scale, competition, and regula- 
tions as well as characteristics of the firm (person- 
nel recruitment, training, and retention) and 
professional constraints (ethical standards, adver- 
tising of services, etc.). Formulates five firm profile 
characteristics (adaptability, aggressiveness, com- 
petitive confidence, organizational formality, and 
professional rigidity) to study differences between 
larger and smaller firms and to compare character- 
istics with measures of business success. The au- 
thors are on the faculty of the Accounting Depart- 
ment of the University of Michigan Graduate 
School of Business Administration. No index. 

Brennan, Michael J. and Schwartz, Eduardo 
S. Pricing and investment strategies for guaran- 
teed equity-linked life insurance. Monograph no. 
7. Philadelphia: S. S. Heubner Foundation for In- 
surance Education, Wharton School; distributed 
by Irwin, Homewood, III., 1979. Pp. xv, 123. 
$12.00, paper. JEL 79-1089 

Concerned with the determination of pricing 
and investment strategies that can reduce the risk 
of an equity-linked policy with an asset value guar- 
antee (ELPAVG); known in this country as vari- 
able life insurance policies, ELPAVG’s are con- 
tracts where the insurance company pays a benefit 
at the expiration of the contract, equal to the 
greater value of either a reference portfolio of 
common stocks or a minimum guaranteed amount. 
Devebipi.Air alternative premium-pricing policy 
that itadem like of risk-reducing investment strate- 
giet. Teds sttf$egy effectiveness, using simulation 
aiudysisi;«nd finds the risk-reducing strategies “to 
be higjtify effective in reducing the risk of extreme 
ios5(M,'.and would therefore permit an insuiSbce 


company to hold substantially less in reserves" 
than would otherwise be required. The authors 
are Professor and Assistant Professor of Finance, 
respectively, at the University of British Columbia. 
Index. 

Greenberg, Edward; Hill, Christopher T. and 
Newburger, David J. Regulation, market prices, 
and process innovation; The case of the ammonia 
industry. Assisted by Thomas M. Helscher, Wil- 
UAM V. Killoran, and Alan D. Norman. West- 
view Replica Edition. Boulder, Colo.: Westview 
Press, 1979. Pp. xix, 241. $20.00. JEL 79-1090 

Examines the relationship between innovation 
and regulation, combining legal, engineering, and 
economic analysis by a case study of historical 
change in technologies used for the production 
of synthetic anhydrous ammonia. Emphasizes the 
industry’s technological responses to input prices 
and to government regulation of the workplace 
and of environmental quality, based on technical 
and legal literature through 1976. Using data for 
steam reforming of natural gas, for the period 1947 
to 1972, the authors find that input factor coeffi- 
cients respond to input prices with a 6-year lag. 
Also finds that regulation of workplace safety and 
health is not associated with process change and 
that regulation of environmental quality has led 
only to minor process changes. The authors are 
Professor of Economics, Washington University; 
Senior Research Associate, the Center for Policy 
Alternatives, Massachusetts Institute of Technol- 
ogy; and Assistant Professor of Law, the Washing- 
ton University School of Law, respectively. No in- 
dex. 

Jaffe, Austin J. Property management in real estate 
investment decision-making. Lexington Books 
Special Series in Real Estate and Urban Land Eco- 
nomics. Lexington, Mass., and Toronto: Heath, 
Lexington Books, 1979. Pp. xviii, 172. $21.00. 

JEL 79-1091 

Using an operations research approach, exam- 
ines the existing theory in the evaluation of real 
estate investment property. Examines computer- 
ized real estate modelling literature and reviews 
sensitivity studies. Finds, assuming that each of 
the variables are independent of one another, that 
operating expenses are the most crucial variable 
in terms of impact on real estate investment yield 
and value and that property management vari- 
ables in general exert the most significant impacts; 
expected growth rate of the future selling price 
is also a significant variable. The author is Assistant 
Professor of Finance and Real Estate, Department 
of Finance, University of Oregon. Author and sub- 
ject indices. 
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LocmSY, J. W. Estatt planning for butintn ownart. 
St. Louis: Doane Agricultural Service; Reston, Va.: 
Prentice-HaU, Reston, 1979. Pp. x, 291. $14.95. 

JEL 79-1092 

Guidebook on tbe formulation of a sound estate 
and retirement plans for owners of fondly-owned 
businesses. Discusses probate and taxation, prop- 
erty co-ownership, the use of a will, the role of 
trusts and insurance, transfer of interest, and the 
planning process. Includes seversd case studies. 
The forms of several agreements and legal docu- 
ments are illustrated in appendices. The author 
is an Assistant Professor of Agricultural Law, Vir- 
ginia Polytechnic Institute and State University, 
Blacksburg. Glossary; index. 

Mikesell, Raymond F. The world copper industry: 
Structure and economic analysis. Baltimore and 
London; Johns Hopkins University Press for Re- 
sources for the Future, 1979. Pp. xvi, 393. $24.00, 
cloth; $10.95, paper. JEL 79-1093 

Survey of the history, structure, economics, and 
policy issues of the world copper industry. De- 
scribes the physical characteristics of the industry 
(in a chapter written by John W. Whitney) and 
their relationship to industrial and market struc- 
ture. Includes a chapter (written by Kirkor Bozdo- 
gan and Raymond S. Hartman) providing an 
overview of econometric commodity modeling 
techniques applied to the estimation of demand 
and supply conditions for copper. Discusses policy 
issues relating to foreign investment, international 
cartels, nationalization, competitiveness of the in- 
dustry, the adequacy of future supplies, environ- 
mental protection, conservation, and the possibili- 
ties of moderating sharp fluctuations in copper 
prices. Finds support for an optimistic view of the 
industry’s ability to meet future world require- 
ments and to find solutions to current problems. 
The author is W. E. Miner Professor of Elconomics 
at the University of Oregon, Eugene. Index. 

See also: Book Numbers JEL 79-1024, 79-1075, 
79-1078, 79-1123, 79-1134 


700 Agriculture; Natural Resources 

710 Agriculture 

Berry, R. Albert and Cline, William R. Agrar- 
ian structure and productivity in developing coun- 
tries: A study prepared for the International La- 
bour Office within the framework of the World 
Employment Programme. Baltimore and London; 
Johns Hopkins University Press, 1979. Pp. x, 248. 
$17.50. JEL 79-1094 


Examines the rdation^p between form tixe 
and foctor productivity. Reviews theories relating 
form size to productive potential; investigates the 
limited data avaiU^le internationally to explore 
comparatively the effect of agricultural structure 
on productivity; and analyzes the relatively rich 
sample survey data available fbt frazil, Colombia, 
the Philippines, Pakistan, India, and Malaysia. 
Findings point to a "systematloally higher land 
productivity on small forms than on large ones, 
and to total foctor productivities that are at least 
comparable.” The policy implication for develop- 
ing countries is for land redistribution into fomily 
forms as a means of raising production and improv- 
ing rural employment and equality of income dis- 
tribution. Appendices include a paper by Surjit 
S. Bhalla entitled "Farm size, productivity, and 
technical change in Indian agriculture,” a paper 
by William R. Cline on relative land-utilization in- 
tensity across farm-size groups in relationship to 
country foctor endowment, relevant data about 
other countries, and additional statistics. The au- 
thors are Professor of Political Economy, Univer- 
sity of Toronto, and Senior Fellow, The Brookings 
Institution, respectively. Index. 

Bollman, Ray D. Off farm work by farmers. Census 
Analytical Study. Ottawa; Statistics Canada by au- 
thority of the Minister of Industry, Trade, and 
Commerce, 1979. Pp. 214. $2.80, paper. 

JEL 79-1095 

Investigates the interrelationship between and 
the determinants of the farm and off-farm work 
of farmers, focusing on (1) the role of off-farm work 
by farmers in food production and (2) the role of 
off-farm work in improving farmers’ income. De- 
rives a kinked demand curve for farmers’ labor; 
estimates a probability response model to predict 
farmer participation in off-farm work; analyzes the 
extent, trends, and structure of part-time forming 
in Canada for the period 1936-76; reviews and 
uses the available data in a multivariate cross-sec- 
tion analysis of off-farm work by farmers in 1971. 
Based upon Census of Agriculture, 1936-76 and 
the 1971 Agriculture-Population linkage. Mgjor 
conclusions are that (1) part-time farming can exist 
in a stable equilibrium situation and can represent 
an efficient resource allocation, (2) the incidence 
of off-farm work has changed very little since 1941 , 
but part-time farmers are spending more time in 
off-farm work each year, and (3) permanent part- 
time farming may be a solution to problems of 
low incomes and riural depopulation. Bibliography; 
no index. 

Campbell, Keith O. Food for the future: How agri- 
culture can meet the challenge. Lincoln and Lon- 
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don; University of Nebraska Press, 1979. Pp. x, 
178. $12.50. JEL 79-1096 

Focuses on the long-term prospects for im- 
proved world agricultural output. Contends that 
“with the prospect of continued progress in con- 
taining population growth and with more atten- 
tion to agricultural science and its application on 
farms, the world can look forward to substantially 
better diets in the future than were over enjoyed 
in the past.” Outlines likely trends in the demand 
for food in the next 50 years and the present state 
of world agriculture; examines resource con- 
straints; reviews the possibilities, policies, and or- 
ganization of agricultural research; discusses rural 
institutions, land reform, and economic devices 
to encourage and to discourage agricultural indus- 
tries; evaluates the role of trade and aid in the 
world food supply; and concludes with suggested 
agenda for governments of developed and devel- 
oping countries to stress agricultural research, give 
emphasis to agriculture's role in development, and 
improve distribution. The author is Professor of 
Agricultural Economics, University of Sydney. In- 
dex. 

Chaudhry. Mahinder D., ed. Rural development. 
Contributions to Asian Studies, vol. 13. Leiden; 
Brill, 1979. Pp. X, 198. JEL 79-1097 

Ten previously unpublished papers by econo- 
mists, anthropologists, a sociologist, and an educa- 
tor on aspects of rural development in India and 
other developing countries. In five parts, the pa- 
pers focus on employment and unemployment, 
education and development, social and political 
structures, fertility and food, and banking and de- 
velopment. The editor is Professor of Economics 
at the Royal Military College of Canada, Kingston. 
No index. 

Fenn, G. M. Marketing livestock and meat With a 
contribution by I. Ozorai. Second edition. FAO 
Marketing Guide, no. 3. FAO Animal Production 
and Health Series, no. 1. Rome: Food and Agricul- 
ture Organization of the United Nations; distrib- 
uted by Unipub, N.Y., [1960] 1977. Pp. xiii, 198. 
$10.00, paper. JEL 79-1098 

This edition of a guide on marketing in less de- 
veloped countries incorporates experiences of ex- 
periments and changes in marketing and trade 
policies in developing countries which became in- 
dependent in the 1960’s. Covers the movement 
and handling of livestock; the organization of 
slaughter; the processing of by-products; the pres- 
ervaMfitt storage, and transport of meat; the as- 
semliijfMKl purchase of livestock; the distribution 
andgiteof meat; export marketing; governments’ 
infinites on marketing operations; prices ttt’%e 


markets for livestock and meat; and the concepts 
of marketing efficiency and marketing improve- 
ments underlying most official programs. Sonne 
reference is made to conditions in industrialized 
countries to illustrate particular points or experi- 
ences. Selected bibliography; index. 

Food and Agriculture Organization of the 
United Nations, Study Mission. Learning from 
China: A report on agriculture and the Chirtese 
people's communes. Rome; FAO; distributed by 
Unipub, N.Y., 1977. Pp. viii, 112. $5.00, paper. 

JEL 79-1099 

First in a series of three studies of various aspects 
of Chinese agriculture. The objectives of this study 
are: Chinese approaches to agricultural and rural 
development; analysis of Chinese conununes as an 
example of integrated rural development; and ex- 
amination of the ways the Chinese development 
experience may be transferable to developing 
countries elsewhere. Includes background to Chi- 
nese agricultural development and discussions of 
people's communes, agricultural achievements, 
lessons to be drawn from the Chinese experience, 
and suggestions for China /FAO cooperation. No 
index. 

Francisco, Ronald A.; Laird, Betty A. and 
Laird, Roy D., eds. The political economy of col- 
lectivized agriculture: A comparative study of 
communist and non-communist systems. Perga- 
mon Policy Studies, no. 14. New York; Oxford; To- 
ronto and Sydney: Pergamon Press, 1979. Pp. xii, 
250. $19.50. JEL 79-1100 

Eight papers, revisions of papers originally pre- 
sented at the American Political Science Associa- 
tion meeting in Washington, D.C., in September 
1977, and at a conference at the University of Ne- 
braska in April 1978, assess the political^and eco- 
nomic impact of different forms of collective or 
state farming. Papers examine the techniques, suc- 
ces.ses, and failures of agricultural collectivization 
in the U.S.S.R., Romania, the German Democratic 
Republic, Poland, Hungary, Czechoslovakia, 
China, and the Israeli kibbutz. Evidence suggests 
that collectivization has been “uniquely successful 
in Israel, seemingly positive in China, and mixed 
or unsuccessful in other states” and usually fails 
to maximize productive potential. A principal con- 
clusion is that "collectivization . . . has been most 
successful as an adaptation to a declining and insuf- 
ficient labor force . . . [and] does not then seem 
well-suited to food-deficit countries of the Third 
World.” R. A. Francisco and R. D. Laird are Assis- 
tant Professor and Professor of Political Science 
and Soviet and Elast European Affairs, respec- 
tively, at the University of Kansas, and B. A. Laird 
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is an independent research analyst. Authors in- 
clude; Trond Gilberg, Jaroslaw A. Piekalkiewicz, 
Ivan Volgyes, Joseph Hajda, Benedict R. Stavis, 
William Safran, Roy D. Laird, and Ronald A. Fran- 
cisco. Index. 

Hirashima Shicemochi. The structure of disparity 
in developing agriculture: A case study of the Paki- 
stan Puryab. IDE Occasional Papers Series, no. 
16. Tokyo: Institute of Developing Economies, 
1978. Pp. X, 138. $18.00. JEL 79-1101 

Examines the causes of the present forms of in- 
come disparity in the Pakistan Punjab agriculture 
and hypothesizes that "the disparity condition 
changes over time not only by the impacts of ei- 
ther institutional or technological change, but also 
by their process of interaction." Uses this frame- 
work to analyze land and revenue policy, the de- 
velopment of technology, and changes in the land 
tenure structure toward landlordism during the 
period of British rule. Discusses the development 
of institutions and technology since 1947, consid- 
ers the relevance of disparity developed during 
the British rule to the post-independence period 
examines efficiency and disparity for different 
strata of the farming sector in surveyed villages, 
and analyzes the disparity between farming and 
non-farming sectors. Concludes that the causes of 
disparity in Puryab agriculture are the creation 
of private rent property, inequitable distribution 
of property, and faster growth rates in land prices 
than in productivity. The author is a .senior re- 
search officer. Institute of Developing Economies, 
Tokyo. Selected bibliography; no index. 

HogendoRN, Jan S. Nigerian groundnut exports: 
Origins and early development. Ahmadu Bello 
University History Series. Zaria: Ahmadu Bello 
University Press; Ibadan: Oxford University Press 
Nigeria, 1978. Pp. xvi, 173. $29.95. 

JEL 79-1102 

Traces the development of the Nigerian ground- 
nut (peanut) industry from the time of military 
pacification of Northern Nigeria in 1907 to the 
outbreak of the First World War. Discusses the 
role of the railroad to the north in opening up 
the export of groundnuts to Europe (particularly 
Germany) and ultimately foiling British plans to 
establish a cotton industry. Emphasizes the entre- 
preneurial acumen of Hausa traders and farmers 
in adapting to changing profit opportunities in the 
face of the customary view of the Hausa people 
as lacking in economic initiative. Argues that study 
supports formalist school view that “rational eco- 
nomic responses to standard economic incentives 
. . . often . . . permeate the behaviour of many 
so-called primitive peoples.” The author is Gross- 


man Professor of Economics at Colby College. 
Bibliography; index. 

Linnemann, Hans, et al. MOIRA: Model of inter- 
national relations in agriculture: Report of the 
project group "Food for a Doubling World Popula- 
tion. ‘Contributions to Elconomiq Analysis, no. 124. 
Amsterdam; New York and Oxford: North-Hol- 
land, 1979. Pp. xv, 379. $39.00. JEL 79-1103 

Focuses on a description of MOIRA, an algo- 
rithmic simulation model constructed to analyze 
policy alternatives, which describes the food sector 
of individual countries and links these sectors 
through an equilibrium model of international 
trade. MOIRA was developed by a group, loosely 
associated with the Club of Rome, for studying 
future levels of food production and consumption 
under a variety of policy and state-of-the-world 
assumptions. Includes an assessment of potential 
world food production, a descripbon of the model, 
the results of simulabon runs, and a sensiUvity 
analysis of simulated outcomes to changes in ex- 
ogenous factors. Concludes that MOIRA has lim- 
ited value as a prognostic tool, but represents a 
first step in understanding the international eco- 
nomic interrelations of food production and con- 
sumption. Hans Linnemann, the project leader, 
is Professor of Development Economics; Jerrie De 
Hoogh is Professor of Agricultural Economics; and 
Michael A. Keyzer is an economist (all at the Free 
University, Amsterdam); Henk D. J. Van Heemst 
is an agronomist at the Centre for Agrobiological 
Research in Wageningen, The Netherlands. Index. 

Houmasset, James A.; Boussard, Jean-Marc and 
Singh, Inderjit, eds. Risk, uncertainty and agri- 
cultural development. College, Laguna, Philip- 
pines: Southeast Asian Regional Center for Gradu- 
ate Study and Research in Agriculture; New York: 
Agricultural Development Council, 1979. Pp. xx. 
453. $15.00, cloth; $10.00, paper. 

JEL 79-1104 

Twenty-one previously unpublished papers on 
opbmal farm input decisions under risk and uncer- 
tainty and the testing of alternaHve models. Al- 
most all the papers were originally presented at 
a conference sponsored by the Research and 
Training Network of the Agricultural Develop- 
ment Council, held at the Intemabonal Maize and 
Wheat Improvement Center, Ell Batan, Mexico, 
on 9-12 March 1976, and have since been revised. 
The first five parts are concerned with modelling 
decision-making under risk, measuring risk and 
risk preferences, and determining the effect of risk 
on resource allocabon. Parts six and seven are de- 
voted to risk and agricultural policy, and the last 
part includes two papers on possible future re- 
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search. The six decisiisi modeb covered include: 
expected utility, Bayesian, safety first, cautious op- 
timizing, Shackle, and pure behavioral. J. A. Roum- 
asset b Agricultural Development Ccouncil Philip- 
pine Representative and Associate Professor, 
Department of Economics, University of Hawaii, 
Manoa; J.-M. Boussard b at the Institut National 
de la Recherche Agronomique, Paris, and I. Singh 
is an economist with the World Bank, Washington, 
D.C. Author and subject indices. 

Rymon, Dan. Demand estimates for fresh peaches 
in Israel. Agricultural Research Organization Divi- 
sion of Research Economics, Special Publication, 
no. 136. Bet Dagan, Israel: Division of Scientific 
Publications, Volcani Center, 1979. Pp. iv, 40. 

JEL 79-1105 

Report in Hebrew (with English summary) on 
estimations of the variables that have an effect 
on the demand for peaches in Israel in the 1970’s, 
as represented by real price and a determination 
of the homogeneity of demand during the market- 
ing season as a determinant of prices. Uses Ordi- 
nary Least Squares: data come from official 
sources. No index. 

Shah, C. H., ed. Agricultural development of India; 
Policy and problems. R. P. Nevatia Felicitation 
Volume. Bombay: Orient Longman, 1979. Pp. xliii, 
688. $95.00. JEL 79-1106 

Twenty-five essays (three previously published) 
critically examine Indian agricultural policy and 
problems and consider the prospects for future 
developments in agriculture and its role in eco- 
nomic growth. Authors are foreign and Indian ex- 
perts, and topics are grouped into six sections: (1) 
planning and policy: (2) food, marketing, and 
prices: (3) production modes and institutions: (4) 
resources; (5) technological change, extension, and 
innovation; and (6) the role of agriculture — looking 
ahead. Includes an introduction by the general 
editor, C. N. Vakil, editor of an earlier companion 
volume. Industrial Development of India — Policy 
and Problems (1973). Subject and author indices. 

WiEREH, K. AND ABBOTT, J. C. Fertilizer marketing. 
FAO Marketing Guide, no. 7. FAO Economic and 
Social Development Series, no. 12. Home; Food 
and Argiculture Organization of the United Na- 
tions: dbtributed by Unipub, New York, 1978. Pp. 
xvi, 156. $8.50, paper. JEL 79-1107 

A guide to fertilizer marketing designed for use 
by people involved in fertilizer distribution in the 
developing countries and organized as a training 
manvMtk'Stnphaaizes all aspects of management, 
indMltlfmaspects of market analysis, nuu-keting or- 
ganbiM^, business management, logbtical opera- 


tions, and government policy. Some examples of 
practices and trends in more developed countries 
are used for illustratimi and comparison. Draws 
on the results various studies and on experience 
from field projects implemented by the Food and 
Agriculture Organization (FAO) under the FAO 
Fertilizer Programme and for the United Nations 
Development Programme. Index. 

Wong, John, ed. Group farming in Asia: Experi- 
ences and potentials. Singapore: Singapore Uni- 
versity Press, 1979. Pp. xvi, 296. $30.(X), cloth; 
$15.00, paper. JEL 79-1108 

Twenty-one papers based on proceedings of the 
Regional Research and Training Programme of 
the Agricultural Development Council in Singa- 
pore in August 1977. In thb effort to assess the 
experience and potential of group farming in areas 
outside the traditional socialist bloc, the focus is 
on the impact of institutional constraints and itmo- 
vations on the process of agricultural and rural 
development in East Asia, Southeast Asia, and 
South Asia. Some conclusions are that (1) the devel- 
opment of group farming in East Asia (Japan, 
South Korea, and Taiwan) seems to have been 
more successful than in Southeast Asia and South 
Asia; (2) despite its longer hbtory of cooperative 
movements, the Indian subcontinent has not been 
successful in group farming programs; and (3) 
group farming is not yet firmly established in 
Southeast Asia. Authors include economists, agri- 
culturalbts, sociologbts, and an anthropologist. 
The editor is Senior Lecturer at the Department 
of Economics and Statistics, University of Singa- 
pore. Index. 

See also: Book Numbers JEL 79-0932, 79-0994, 79- 
1006, 79-1019 

720 Natural Resources 

Arad, Ruth W., et al. Sharing global resources. 
Introduction by Edward L. Morse. 1980s Pro- 
ject/Council on Foreign Relations. New York; 
New Delhi; Paris and London; McGraw-Hill, 1979. 
Pp. xvi, 220. $9.95, cloth; $6.95, paper. 

JEL 79-1109 

Three previously unpublished essays on the un- 
certainties about the role of resources in the 
1980’s. Ruth W. Arad and Uzi B. Arad present a 
macro view on the likelihood of new commodity 
cartels and the prospects of armed conflicts over 
the control of and access to natural resources in 
the late 1980’s; Rachel McCulloch and Jose Piftera 
assess alternative international arrangements and 
managing trade in international commodities, 
with regard to objectives of international income 
redistribution, stability for exporters, security for 
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importers, and economic efficiency; and Ann L. 
HoUick discusses the Jaws regulating the access 
and use of ocean space. Conclusions are; (1) there 
will be more disputesnver resources, but they will 
fall short of causing a war; (2) both the North and 
South can gain from cooperative action in primary- 
commodity trade; and (3) neither of the current 
ocean regimes — laissez faire behavior or coopera- 
tive management for general global welfare — has 
been an ideal blueprint for exploitation of ocean 
resources. Selected bibliography; index. 

Asian PRODUcnvmr Organization. Energy man- 
agement in selected Asian countries. Tokyo: Au- 
thor; distributed by Unipub, New York, 1978. Pp. 
U, 144. $8.00, paper. /EL 7»-U10 

Report on a survey of the patterns and practices 
of energy use in eight APO countries — Republic 
of China, India, Japan, Republic of Korea, Nepal, 
Singapore, Thailand, and Sri Lanka. Part one re- 
ports on the current energy position and prospects 
for the future, and part two presents recommenda- 
tions from a symposium held by the APO on en- 
ergy management. The last part includes six previ- 
ously unpublished papers on: cost-benefit analysis 
of energy saving efforts (Ryoichi Tanaka), Taiwan’s 
energy saving in manufacturing (Tah-tsung Feng), 
technology and energy sources (P. R. Srinivasan), 
solar energy research in Japan (Taira Sunami), heat 
management in Korea (Sul-hyun Yang), and biogas 
energy (S. K. Subramamian). Recommends that 
the various governments devise concrete energy 
plans stressing the need for conservation, empha- 
sizing the importance of implementation at the 
firm level, and that utilization of new energy 
sources be geared around resource potential. No 
index. 

Clawson, Marion. The economics of U.S. nonin- 
dustrial private forests. Re.sources for the Future 
Research Paper R-14. Washington, D.C.: Re- 
sources for the Future; distributed by Johns Hop- 
kiirs University Press, Baltimore, 1979. Pp. xxiv, 
410. $8.95, paper. JEL 79-1112 

Describes and analyzes the present and past 
(since 1952) status of the nonindustrial private for- 
ests in the United States. Presents statistical char- 
acteristics of nonindustrial forest ownerships; cal- 
culates biological productive capacity; discusses 
data on timber inventory, net growth, removal, 
mortality, and marketing and processing; consid- 
ers problems of ownership, growing, and harvest- 
ing; reviews nonwood outputs; and evaluates pub- 
lic forestry programs. A unique feature is the 
disaggregation of national data — taken, for the 
most part, from the Forest Service — to a state ba- 
sis. Concludes, contrary to the view that nonindus- 


trial private forest owners will not supply timber, 
that “in the long run nearly aR truly merchantable 
timber frtan such forests will be sold and harvested 
in regions where good markets exist." Extensive 
statistical ^;>pendioes. No index. 

Donicer, David D. The law and policy of toxic 
substances; A case study of vinyl chloride. Balti- 
more and London: Johns Hopkins University Press 
for Resources for the Future, 1978. Pp. xii, 179. 
$12.50, cloth; $4.95, paper. JEL 79-1112 

Examines the complexity and fragmentation of 
the U.S. government programs (20 separate stat- 
utes empowering regulation by 5 mgjor agencies) 
to control toxic substances. Also analyzes how 
agencies cope with the problems of uncertainty 
and competing, dissimilar interests. Concerned 
with the reported incidence of cancer among 
workers in the field, the mgjor portion is a case 
study surveying the uses of vinyl chloride and 
polyvinyl chloride (a product made from the petro- 
chemical gas and the second most widely used 
plastic in the U.S.), the technology and economics 
of associated industries, and what is known of the 
gas’s toxicity. Finds that the case study illustrates 
"the (actual uncertainties and value conflicts in- 
herent in individual control decisions" and rec- 
ommends better coordination of efibrts by govern- 
ment and others, e.g., health and environmental 
groups and unions, to deal "with the tremendous 
munber of substances that merit regulation.” ’This 
work is a reprint of a longer article that appeared 
in a special 1978 issue of the Ecology Law Quar- 
terly. The author is an attorney with the Natural 
Resources Defense Council, Washington, D.C. No 
index. 

Edwards, John and Robbins, Peter. Guide to 
non-ferrous metals and their markets, London: 
Kogan Page; New York; Nichols; 1979. Pp. 211. 
$32.50. JEL 79-1113 

Part one is a nontechnical discussion of the pro- 
duction, development, and sale of nonferrous met- 
als, including a survey of factors influencing future 
supplies and prices. Part two provides an alphabet- 
ical review of grades available, production meth- 
ods, migor uses, main market features, known 
world reserves, and methods of marketing and 
prices of 32 individual metals. Numerous appen- 
dices give additional data about the world market. 
The authors are Commodities Editor of the [Lon- 
don] Firuincial Times and a director of Wogen Re- 
sources, Ltd., respectively. No index. 

Folie, Michael and Ulph, Austair. Self-sugici- 
ency in oil; An economic perspective on possible 
Australian policies. Caer paper no. 6. Kensington, 
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Aiutralia: Centre for Applied Economic Research, 
1979. Pp. 147. $3.00, paper. JEL 79-U14 

An analysis of the Australian oil market in the 
period 197R-200S in the absence of any change 
in government policy. Discusses changes in world 
oil prices; projects Australian demand for the liq- 
uid fuels; analyzes the behavior of indigenous sup- 
ply from both conventional and unconventional 
sources of oil and liquid petroleum gas (LPG); esti- 
mates the value and quantity of oil imports and 
assesses the impact of substantial imports of crude 
oil on Australian balance of payments; and consid- 
ers policies for dealing with persistent trade defi- 
cits, oil embargoes, and stockpiling. Based on 27 
scenarios, the authors conclude that balance-of- 
payments problems from the growing cost of im- 
ported oil are not likely to be overly serious; also 
they argue: that a general adjustment in the struc- 
ture of the economy is preferable to a government 
policy of increased self-sufficiency; that stockpiles 
will have to be financed by the government; and 
that there should be increased research into con- 
servation and oil substitution and that since private 
sector investment is likely to be inadequate, Aus- 
tralia should not be a leader in research programs; 
consequently a meoor role for government is to 
provide information about overseas research pro- 
grams. No index. 

Freeman, a. Myrick, III. The benefits of environ- 
mental improvement: Theory and practice. 
Baltimore and London: Johns Hopkins University 
Press for Resources for the Future, 1979, Pp. xiv, 
272. $18.50, cloth; $6.95, paper. JEL 79-1115 

Examines methods for estimating benefits and 
costs of environmental pollution control, the rela- 
tionship to the underlying economic welfare the- 
ory, and the pitfalls and problems in the empirical 
implementation of the techniques. Argues that 
benefit estimation is possible in principle, at least 
for some important classes of benefits, but the task 
of benefit estimation is likely to be quite difficult 
in terms of obtaining data and building models. 
Designed for professional economists and students 
with a good grasp of microeconomic theory. The 
author is an associate and continuing consultant 
to Resources for the Future, and Professor of Eco- 
nomics, Bowdoin College. No index. 

Gaines, LirbOa; Berry, R. Stephen and Long, 

f# "^OMAS liilyiOH, 11. TOSCA: The total social cost 
of coal ai^ifmiclear power. Cambridge, Mass.: Har- 
per & R<iW^ Ballinger, 1979. Pp. xii, 126. $17.50. 

JEL 79-1116 

Presents a method for the determination of the 
optimal mix of fossil-fueled and nuclear-fiieled 
elecfrfoi-. power plants: total social cost ansily^ 


(TOSCA), which includes both externalized and 
internalized costs. Using the United States for the 
next three decades as an example, the authors de- 
cribe ways to calculate costs and present results 
of various estimates with factor cost changes, mix 
of plants changes, etc. Concludes that the optimal 
mix: (1) is a sensitive function of capital and fuel 
costs; (2) depends on several ethical judgments 
such as how much (if at all) to discount human 
life; (3) is insensitive to safeguards against sabotage 
and to climatic considerations; and (4) varies from 
one locality to another. Appendix includes a de- 
scription of the computer program. L. I. Gaines 
is a physicist with Argonne National Laboratory; 
R. S. Berry, a physical chemist, is a Professor at 
the University of Chicago; and T. V. Long, 11, is 
a Research Associate (Associate Professor) with the 
Committee on Public Policy Studies, University 
of Chicago. Index. 

Griffin, James M. Energy conservation in the 
OECD: 1980 to 2000. Cambridge, Mass.: Harper 
& Row, Ballinger, 1979. Pp. xiii, 297. $18.50. 

JEL 79-1117 

Aims to provide basis for evaluating possibilities 
of energy conservation. Develops a model of the 
determinants of demand for energy and specific 
fuels for the OECD countries as a piolicy simulation 
vehicle to show the impact of price and economic 
growth on energy consumption. The authors esti- 
mate the future fuel gap that can be filled by con- 
servation, thus defining how much must be made 
up in increased energy production. Also considers 
several policy implications, particularly the wel- 
fare costs of conservation given five different de- 
mand scenarios for the period 1972 to the year 
2000 and implications for optimal pricing by 
OPEC for the same period. The author is Professor 
of Economics, University of Houston. Index. 

Howe, Charles W. Natural resource economics: Is- 
sues, analysis, artd policy. New York; Chichester, 
England; Brisbane and Toronto: Wiley, 1979. Pp. 
xxviii, 350. $19.95. JEL 79-1118 

A textbook intended for upper-level undergrad- 
uates and first-year graduate students. Focuses on 
the theoretical formulation of natural re.source 
problems, the use of economic analysis to deal with 
those problems, and real world examples of histori- 
cal and contemporary situations. Presents analyti- 
cal case studies of energy resources, minerals, for- 
estry, fisheries, water resources, and natural 
environments and discusses policy issues related 
to these sectors and to the formulation of a “re- 
sponsible natural resources policy.” The exposition 
includes graphical analysis and simple mathemati- 
cal models. Assumes economic principles and col- 
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lege mathematics courses. The author is Professor 
of EcoiuHiiics at the University of Colorado. Bibll- 
ography; index. 

Lecomber, Richard. The economics of natural re- 
sources. London: Macmillan Press; New York: Wi- 
ley, Halsted Press, 1979. Pp. 247. $19.95. 

JEL 79-1 i 19 

Evaluates the rate of exploitations of renewable 
and nonrenewable natural resources, particularly 
as it applies to experience in the United Kingdom 
and the United States. Assesses the ability of mar- 
ket forces, substitution, technological progress, 
and new discoveries to ameliorate impending re- 
source scarcity. Discusses socially and individually 
optimal resource use, sources of market imperfec- 
tion, and remedies (zero economic growth, recy- 
cling subsidies, resource taxes, etc.). Devotes two 
chapters to a detailed examination of the energy 
problem. The author is Reader in Economics at 
the University of Bristol. Bibliography; name and 
subject indices. 

Merkow, Edward W.; Chapel, Stephen W. and 
Worthing, Christopher. A review of cost esti- 
mation in new technologies: Implications for en- 
ergy process plants; Prepared for the U.S. Depart- 
ment of Energy. Rand Series no. R-2481-DOE. 
Santa Monica, Calif.; Rand, 1979. Pp. xi, 117. $7.00, 
paper. JEL 79-1120 

To aid in the development of improved cost esti- 
mation in the energy field, examines cost estima- 
tion experience in weapons systems, large public 
works projects, and energy process plants. Reviews 
the literature on cost estimating techniques and 
problems in chemical process plants. Points out 
that cost growth occurs not only in energy process 
plants and weapons systems but in other public 
and some large private establishments as well. A 
principal conclusion is that “cost estimation for 
new technologies is a difficult and uncertain task" 
and "the stages of design and engineering for the 
first commercial plant appears to play an impor- 
tant role in estimating accuracy.” Suggests strate- 
gies to the Department of Energy for dealing with 
cost uncertainty in planning and managing the 
development and commercialization of new en- 
ergy process plant technologies. Bibliography; no 
index. 

Mooz, WiLUAM E. AND SiECEL, SIDNEY. A compari- 
son of the capital costs of light water reactor and 
liquid metal fast breeder reactor power plants; Pre- 
pared for the U.S. Arms Control and Disarmament 
Agency. R-2441-ACDA. Santa Monica; Rand Cor- 
poration, 1979. Pp. ix, 65. $5.00, paper. 

JEL 79-1121 


Develc^ estiinates of the relative capital coat 
of liquid metal fast breeder reactor (LMFBR) and 
ligdit water reactor (LWR) power plants to be built 
early in the next century. Estimates '‘current" 
costs for a mature LMFBR and then extrapolates 
40 years into the future under two scenarios: a 
social And political environnfont that encourages 
nuclear power, and where the level of encourage- 
ment is only modest because of the concern for 
safety. With an initial LMFBR/ LWR cost ratio of 
1.5, the future ratio will be between 1.75 and 1.9 
depending on construction time. Capital cost data 
sets in appendix. No index. 

Park, Daniel. Oil is gas in Comecon countries. 
London; Kogan Page; New York: Nichols, 1979. 
Pp. 240. $37.50. JEL 79-1122 

Examines the development of the oil and gas 
industries in the Soviet Union, Poland, Romania, 
Hungary, the German Democratic Republic, 
Czechoslovakia, and Bulgaria from the end of 
World War 11, and particularly for 1971-75. Pro- 
jects supply and demand until 1980; discusses So- 
viet foreign trade in oil and gas for the period 
1970-80; evaluates Soviet policy in the Middle 
EASt; and considers the prospects for oil and gas 
production and trade to 1985. Findings suggest 
that “the oil industry’s performance is near target 
and this seems to indicate a 1980 performance 
at the lower end of the original Plan range.” Notes 
that the Soviet Union has benefited from OPEC’s 
strategy, since it encouraged joint ventures on So- 
viet territory and enabled the U.S.S.R. to increase 
its hard-currency economy. ’The author is cur- 
rently a senior economist with a U.K. research and 
consultancy company. Selected bibliography; in- 
dex. 

Sawhill, John C., ed. Energy conservation and 
public policy. ’The American Assembly, Columbia 
University. Englewood Cliffs, NJ.; Prentice-Hall, 
Spectrum, 1979. Pp. vii, 259. $5.95, paper. 

JEL 79-1123 

Eleven previously unpublished articles on im- 
proving energy efficiency, the expected acjjust- 
ments in efficiency in response to market prices, 
and some of the public policy options available 
to supplement market forces, originally presented 
at the fifty-fifth American Assembly, held at Arden 
House in Harriman, N.Y., in November 1978. Fol- 
lowing papers on the relation between energy and 
the economy and conservation activities outside 
the U.S., the authors discuss opportunities for im- 
proving efficiency in transportation, industry, and 
the residential sector. Also includes papers on: effi- 
cient electricity generation and pricing, the op- 
tions available through recycling, the use of solar 
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energy, the role of government, end the part state 
and local governments can play. Finds in part that; 
(1) views on methods of energy conservation are 
extremely fragmented and disparate,- (2) we have 
enough resources to last into tte twenty-first cen- 
tury; and (3) no consensus exists on how best to 
utilize the known supplies. The editor is President 
of New York University. Index. 

SCHURR, Sam H., et al. Energy in America ‘s future: 
The choices before us. A study by the stafiF of the 
RFF National Elnergy Strategies Project. Balti- 
more and London: Johns Hopkins University Press 
for Resources for the Future, 1979. Pp. xxvi, 553. 
$30.00, cloth; $10.95, paper. JEL 79-1124 

An analysis of the technical, economic, institu- 
tional, environmental, health, and safety aspects 
of alternative energy prospects. Attempts to clar- 
ify barriers to the achievement of a workable en- 
ergy policy, including; disagreement over funda- 
mental facts, uncertainty about policy outcomes, 
confusion of short-term and long-term objectives, 
and lack of consensus over goals. The product of 
a three-year effort involving specialists in econom- 
ics, public policy analysis, physics, engineering, 
public health, and medical sciences as authors and 
consultants. Assesses problems in measuring and 
forecasting energy consumption, prospects for en- 
ergy supply, health and safety considerations, and 
the environmental impact of various energy tech- 
nologies. Devotes one section to issues involved 
in making energy choices. Views the key energy 
problems of the present and future as political and 
institutional rather than technical or economic, 
but believes a consensus can be reached. The prin- 
cipal author is co-director of RFF's Center for En- 
ergy Policy Research. Primary co-authors, Joel 
Darmstadter, Harry Perry, William Ramsay, and 
Milton Russell, are associated with Resources for 
the Future. Name and subject indices. 

Seneca, Joseph J. and Taussig, Michael K. Envi- 
ronmental economics. Second edition. Englewood 
Cliffs, N.J.: Prentice-HaU, [1974] 1979. Pp. xiU, 379. 
$14.95. JEL 79-1125 

Introductory text in environmental economics. 
The factual data has been brought up to date and 
new material appears on environmental law and 
its impact on environmental economics, the in- 
come distribution aspects of environmental prob- 

: ^lems, tfseoperations of the Environmental Protec- 
tion Agency, and the effectiveness of current 
regulKt&M'r^ted to air and water quality. Re- 
quirae elmentary microecononndcs. The authors 
are at Rutgers University. Index. 

SiNDEN, John A. and Worrell, Albert C. Un- 
priced values; Decisions without market prices. 


New York Chichester, England; Brisbane and To- 
remto: Wiley, Wiley-Intersclence, 1979. Pp. xvi, 
511. $25.95. JEL 79-1126 

A textbook on valuation of benefits and costs 
of nonmarket goods. Part one discusses the nature 
of values, valuation and decision-making, and the 
application of basic economic principles of utility, 
disutility, and value to valuation. Part two exam- 
ines available methods, while part three focuses 
on the nature of problems involving unpriced val- 
ues and uses economic methods to analyze a possi- 
ble luitional park as an example. Suitable for 
courses on advanced natural-resource economics, 
environmental plaiming, and recreation econom- 
ics, as well as for policy makers and administrators. 
The authors are Senior Lecturer in Agricultural 
Economics at the University of New England, Aus- 
tralia, and Ekiwin W. Davis, Professor of Forest 
Policy at Yale University, respectively. Index. 

Smith, V. Kerry, ed. Scarcity and growth reconsid- 
ered. Baltimore and London: Johns Hopkins Uni- 
versity Press for Resources for the Future, 1979. 
Pp. xvi, 298. $16.95, cloth; $6.95, paper. 

JEL 79-1127 

Seven previously unpublished essays and related 
comments on the long-run importance and avail- 
ability of natural resources for economic growth 
and well-being. Following an introduction on the 
background of these pai>ers and their relation to 
earlier literature are two papers each on the role 
of natural resources in modelling economic activ- 
ity (J. E. Stiglitz and Herman E. Daly) and the 
nature of physical constraints on resource avail- 
ability (Donald A. Brobst and H. E. Goeller). 

The last three papers focus on the measurement 
of the adequacy of resource stocks for maintaining 
economic well-being (Harold J. Barnett; Gardner 
M. Brown, Jr., and Barry Field; and Anthony C. 
Fisher). In a concluding summary essay, editor 
Smith and John Krutilla note in part that: (1) 
“while nonmarket institutions do offer a means 
for allocating resources, we cannot expect that 
they will provide the informational signals that 
are by-products of the exchange activities that a 
perfect market would" and (2) the literature is 
not clear on whether or not natural resources will 
ultimately be a limitational input. The editor is a 
Fellow at Resources for the Future. Index. 

ZiMMERMANN, CHARLES F. Uranium resources on 
federal lands. Lexington, Mass., and Toronto; 
Heath, Lexington Books, 1979. Pp. xv, 326. 

JEL 79-1128 

Examines the present system regarding disposal 
of uranium on federal lands which, as of 1 July 
1975, accounted for 59 percent of the acreage held 
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for explorttfon and mining; anesses mijor {acton 
influencing waidum pricM and costs; and evalu- 
ates alternative systems for expforation, mining, 
and milling of uranium on fodetal land. Other top- 
ics discussed include: domestic nuclear capacity 
profoctions and quantities of uranium requir^ per 
unit of capacity; the impact of Nuclear Regulatory 
Commission licensing requirements on production 
costs; geological analogies and discovery-rate mod- 
els as well as current reserve characteristics; do- 
mestic price trends and market structure; Imports, 
exports, and world market trends; and the use of 
an analytical model, which incorporates uncer- 
tainty, to compare the performance of different 
resource management systems under different 
price and cost scenarios. A conclusion is that “nu- 
clear fission is unlikely to become a leading source 
of energy in the United States,” but will Instead 
serve as a "bridge to the future." The author, an 
agricultural economist and consultant at Foster As- 
sociates, Washington, D.C., believes that “the in- 
dustry may be making a serious error in judgment 
by trying to preserve" the present system of appro- 
priation of uranium-bearing land by the utility in- 
dustry. Index. 

See also; Book Numbers JEL 79-0891, 79-0989, 79- 
0994, 79-1093, 79-1144 

730 Economic Geography 

Diem, Aubrey. Western Europe: A geographical 
analysis. New York; London; Sydney and Toronto: 
Wiley, 1979. Pp. xiii, 543. $24.95. 

JEL 79-1129 

Geographical analysis of the trends of social and 
economic change since World War II of the 17 
European nations associated with the West. Fol- 
lowing an introduction to the physical, economic, 
and cultural characteristics of the four physio- 
graphic divisions of Western Europe, the author 
examines the population, transportation, industry, 
agriculture, energy, and tourism of each of the 
countries. Also provides a personal evaluation by 
the author on the changes and problems of the 
area since 1954. Includes numerous maps and pho- 
tos. The author is at the University of Waterloo. 
Index. 


800 Manpower; Labor; Population 

Wood, W. D. and Kumar, Pradeep, eds. The cur- 
rent industrial relations scene in Canada; 1979. 
Kingston, Ont.: Industrial Relations Centre at 
Queen’s University at Kingston, 1979. Pp. xiv, 695. 
$40.00, paper. 


Kumar, Pradeep. Canadian indtutrial relatione in- 
formation: Sources, technical notes and glossary. 
Pp. viii, 166. $20.00, paper; $50.00, set. 

JEL 79-1130 

Annual reference volume focusing on important 
developments, trends, issues, and their implica- 
tiona in the broad area of Ca n adian industrial rela- 
tions. Organized into seven sections on the econ- 
omy; manpower and labor markets; labor 
legislation and public policy; trade unionism, col- 
lective bargaining, wages, productivity, and labor 
costs; and a reference section; each section con- 
tains stunmary reviews and extensive statistical 
and other reference material from a wide variety 
of sources. Technical notes on data sources and 
methods used are given in the second volume. 
No index. 

See also: Book Number JEL 79-0871 

810 Manpower Training and Aixocation; 

Labor Force and Supply 

Bloch, Farrell E., ed. Evaluating manpower 
training programs: Revisiotu on papers originally 
presented at the Conference on Evaluating Man- 
power Training Programs, Princeton University, 
May 1976. A Research Annual. Research in Labor 
Economics, Supplement 1, 1979. Greenwich, 
Conn.; JAI Press, 1979. Pp. vii, 351. $15.00, indi- 
vidual; $29.50, Institutions. JEL 79-1131 

Ten previously unpublished papers plus com- 
ments on the evaluation of changes in earnings 
of participants in the manpower training pro- 
grams. Examines the problems of comparing earn- 
ings of the participants in training programs with 
the earnings of a nonparticipating control group. 
Papers cover the selection of a sample size, the 
appropriateness of the control group, difificulties 
of modeling an evaluation study, evaluation of 
econometric analyses of the economic benefits of 
specific programs, and labor market displacement 
effects. Also includes analyses of Markov process 
models and the estimation of production functions 
in manpower programs. The editor is Assistant 
Professor of Economics, Princeton University. No 
index. 

Grasso, John T. and Shea, John R. Vocational 
education and training: Impact on youth. A Tech- 
nical Report for the Carnegie Council on Policy 
Studies in Higher Education. Berkeley, Calif.: Car- 
negie Council on Policy Studies in Higher Elduca- 
tion, 1979. Pp. xi, 230. JEL 79-1132 

A study of the access to occupational education 
in high school and its impact on educational attain- 
ment, post high school training, labor market suc- 
cess, and psychological state. Analyzes data gener- 
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ated by the National Longitudinal Surveys (NLS) 
of the Department of Labor and the U.S. Bureau 
Of the Cmuus on (1) S,000 young men between 
14 and 24 years of age when interviewed in 1966 
and <2) 5,000 young women of the same age when 
interviewed in 1968. Describes demographic char- 
acteristics of program participants; examines the 
relationship between curriculaT choice and occu- 
pational and educational goals; analyzes dropout 
rates, the relationship between high school curric- 
ulum and various measures of labor market suc- 
cess, and the impact of curriculum on reactions 
to work and other psychological outcomes; ex- 
plores the benefits of vocational studies to disad- 
vantaged or handicapped youth; and considers sys- 
temic eflFects of training. Major findings are (1) 
consistent labor market benefits of occupational 
training for young women, but not for young men, 
and (2) the satisfaction of at least psychological 
needs for young men, both immediately and in 
their first few years out of school. Includes recom- 
mendations for career counseling and encourage- 
ment of post-high-school, noncollegiate forms of 
training. Bibliography; no index. 

National Commission on Employment and Un- 
employment Statistics. Counting the labor 
force. Washington. D.C.-. U.S.G.P.O., 1979. Pp. xii, 
312. Paper. JEL 79-1133 

Report of a fourteen-month study analyzing the 
present labor force data system and ofliering rec- 
ommendations to improve the accuracy and rele- 
vance of employment and unemployment statis- 
tics. Part one consists of a summary of the study’s 
scope, recommendations, and costs of instituting 
changes. Part two discusses concepts underlying 
the present system and spells out the additional 
data needs of modern policy makers. Part three 
analyzes the collection and processing of national 
data, while part four appraises the present systems 
and suggests improvements in the production of 
state and local labor force statistics. Part five dis- 
cusses the eflficiency of the administration, presen- 
tation, and dissemination of labor force statistics 
and stresses the importance of insulation of statisti- 
cal reporting from political pressure. Based on 
public hearings, 33 wide-ranging background 
studies, expert advice of statisticians and econome- 
tricians, and views expressed by various interest 
groups and professional organizations. The chair- 
man of this nine-member Commission was Sar A. 

»,/|4lvitan, Direc|or, Center for Social Policy Studies, 
Oeorge Washington University. Index. 

Northrup, Herbert R.; Garrison, Douglas F. 
AND Rose, Karen M. Manpower in the retail 
pharmacy industry. Manpower and Human Up- 


sources studies, no. 9. Philadelphia: University of 
Pennsylvania, Whatron School, Industrial Re- 
search Unit, 1979. Pp. xii, 152. |9.50, paper. 

JEL 79-1134 

Describes the current work force of the retail 
pharmacy industry and examines the characteris- 
tics and workplace roles of managers, professional 
and nonprofessional workers. Also anidyzes the im- 
pact of developments in health care, government 
programs, professional societies and trade associa- 
tions, and unionization and other forces of change 
and considers future trends in the industry. Find- 
ings show that hospital settings are the fastest- 
growing workplace for pharmacists, but the phar- 
macist-entrepreneur is not likely to disappear. Ar- 
gues that increased management education for re- 
tail-oriented pharmacists would provide greater 
opportunities for more "professional” pharmacy 
practice. Index. 

WuLF, Douglas; Dunning, Bruce B. and Myint, 
Thelma. Clients’ experiences with vouchered on- 
the-job training in the Portland WIN program. 
Project #538; BSSR: 9000-11. Washington, D.C.: 
Bureau of Social Science Research, 1979, Pp, xxi, 
140. JEL 79-1135 

Report and evaluation of the feasibility of incor- 
porating vouchers into an on-the-job training (OJT) 
program as an option for clients; based on a test 
case carried out in coryunction with the existing 
work incentive (WIN) program in Portland, Ore- 
gon. Discusses the characteristics of the partici- 
pants, their commitment to the voucher system 
and job search, and their training and post-training 
experience. Comparing 139 in regular OJT slots 
with 345 in the voucher system, the authors find 
that: (1) voucher clients had considerable difficulty 
in obtaining training positions; (2) those successful 
with the voucher system located more desirable 
and better paying jobs; and (3) drop-out rates and 
longer-term labor force participation and welfare 
dependency did not vary between groups. Infor- 
mation on the data base in appendices. No index. 

See also: Book Numbers JEL 79-1137, 79-1168 
820 Labor Markets; Public Policy 

Borus, Michael E. Measuring the impact of em- 
ployment-related social programs: A primer on the 
evaluation of employment and training, voca- 
tional education, vocational rehabilitation, and 
other job-oriented programs. Second edition. Kala- 
mazoo, Michigan: W. E. Upjohn Institute for Em- 
ployment Research, [1970] 1979. Pp. ix, 139. $3.50, 
paper. JEL 79-1136 

Introduction to basic techniques and strategies 
involved in program evaluations of employment- 
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related social programs. Focuses on mechanics of 
evaluation and includes exercises at the end of 
each chapter. A considerably revised version of 
the earlier work Measuring the Impact of Man- 
power Programs; A Primer by the present author, 
who is Professor of Labor and Human Resources 
at the Ohio State University, and William R. Tash. 
No index. 

Duncan, Greg J. and Morgan, James N., eds. Five 
thousand American families — Patterns of eco- 
nomic progress. Volume 7. Analyses of the first 
ten years of the Panel Study of Income Dynamics. 
Contributions by Richard D. Coe, et al. Ann Ar- 
bor; University of Michigan, Institute for Social 
Research, Survey Research Center, 1979. Pp. x, 
383. $16.00. JEL 79-1137 

Seven previously unpublished papers on a vari- 
ety of subjects, bringing up to date and expanding 
work presented in earlier volumes. Topics include 
the economic burden of unemployment among 
heads of households; the determinants of the num- 
ber of work hours of male heads of households; 
an empirical model of wage change; food stamp 
use among the poor in 1976 and over the four- 
year period 1973-76; measurement error in mod- 
els of status attainment, which include as pre- 
dictors young men's reports about parental traits; 
and dimensions of occupation. Presents a summary 
of other research and reproduces the question- 
naire used in this tenth (1977) interviewing wave. 
Authors are Mary Corcoran, Martha S. Hill, James 
N. Morgan, GregJ. Duncan, and Richard D. Coe. 
No index. 

Gottmann, Jean, et al. Terms of employment and 
urban concentration. Questions for Debate: Eco- 
nomic and Social Issues of Our Time series. 
Isveimer Bulletin, no. 7. Naples; Institute for the 
Economic Development of Southern Italy, 1978. 
Pp. 58. Paper. JEL 79-1138 

Reviews important trends in the terms and con- 
ditions of employment — (1) liberalization of the 
contract between employee and employer, (2) the 
reduction in work time, (3) an increase in non- 
manual labor, with the accompanying trend to- 
ward white-collar employment, and (4) with the 
necessary emphasis on the quality of manpower 
employed, improvement in working conditions. 
Concludes that new terms of employment, acting 
both as cause and effect, favor some dispersal, geo- 
graphical deconcentration, the multiplication of 
specialized centers, “the current mutation of the 
functions of urban centres," and growing libera- 
tion of the individual. Consequently, the role of 
cities is in a process of change, as a large number 
of social and spacial institutions are crumbling or 


undergoing mutation. Includes an introduction, 
comments by members of the study committee, 
and a reply by the author. Professor of Geography, 
University of Oxford. No index. 

Klein, Lawrence R. and Ghozeil, Susan. A pop- 
ularized version of 21 doctoral dissertations. 
R Ac D Monogrsqih 70. Washington, D.C.: U.S. De- 
partment of Labor, Employment and Training Ad- 
ministration, 1979, Pp. vii, 113. Paper. 

JEL 79-1139 

Brief summaries presenting “the substance 
without the form” of 21 recent theses, supported 
by the U.S. Department of Labor, focusing on eco- 
nomic and sociopsychological analyses of the labor 
market and the labor force. Includes an introduc- 
tion by the authors: Lawrence R. Klein, Adjunct 
Professor of Economics, University of Arizona; and 
Susan Ghozeil, Associate Director, Pima Alcohol- 
ism Consortium, Tucson. No index. 

Levitan, Sar A. and Belous, Richard S. More 
than subsistence: Minimum wages for the working 
poor. Policy Studies in Employment and Welfare, 
no. 34. Baltimore and London: Johns Hopkins Uni- 
versity Press, 1979. Pp. x. 179. $11.50, cloth; $3.95, 
paper. JEL 79-1140 

Examines the role and impact of the minimum 
wage in relation to the working poor and the wel- 
fare state. Traces the history of the wage floor in 
the United States; evaluates statistical and econo- 
metric research on the minimum wage and finds 
that "the methodology used in many wage floor 
studies appears to be flawed, and their conclusions 
are highly suspect.” Examines the 1977 round of 
congressional amendments. Argues that "the mini- 
mum wage has been the most direct and compre- 
hensive policy tool for improving the lot of the 
working poor” and that the negative spillovers are 
too frequently overstated; thus the income gains 
appear to be larger than the social costs. Argues 
that the minimum wage is tied up with the issue 
of welfare reform, since “a change in the income 
support system without a strong wage floor can 
tip the scales against work and result in higher 
welfare program costs.” Index. 

Logue, Dennis E. Legislative influence on corpo- 
rate pension plans. AEl Studies, in Social Security 
and Retirement Policy, no. 234‘>W<‘^^iugton, D.C.: 
American Enterprise Institute for Public Policy 
Research, 1979. Pp.109. $3.75, paper. 

JEL 79-1141 

Analyzes the benefits and costs of the private 
pension system to firms and their employees and 
focuses on the effects of the Employment Retire- 
ment Income Security Act of 1974 (ERISA) and 
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of change* in the Social Security syctem on private, 
industrial, defined benefit pension programs. Re- 
views the theory of pensicm* and th^ importance 
in employees' total compensation packages; traces 
trends in the components of private industrial pen- 
sion plans; analyzes the impact of ERISA on corpo- 
rate pension policies; and considers the integration 
of sodal security with private industrial pensions 
as well as congressional concern about private pen- 
sion programs. Concludes that ERISA and rising 
social security benefits are likely to reduce future 
private pension fund coverage. The author is Asso- 
ciate Professor of Business Administration at the 
Amos Tuck School of Business Administration, 
Dartmouth College. No index. 

Ohio State University, College of Admin- 
istrative Science, Center for Human Re- 
source Research. The national longitudinal 
surveys: Handbook. Revised January 1979. Colum- 
bus; Author, 1979. Pp. iv, 104. $.80, paper. 

JEL 79-1142 

Newly revised edition of the handbook to the 
National Longitudinal Surveys (NLS) of the Labor 
Market Experience [see JEL no. 77-0236 for anno- 
tation of the 1076 revision]. Discusses the objec- 
tives of the surveys, the samples covered, the type 
of information collected, and the availability and 
cost of the several NLS data files; describes the 
layout of the computer tapes and the documenta- 
tion and contains a bibliography of completed re- 
search on NLS data (1966-76). Includes informa- 
tion on the new panel on female and male youth, 
surveyed for the first time in 1979. Data have been 
brought up to date for 1979. No index. 

Given, John D. Working hours: An economic analy- 
sis. Lexington, Mass., and Toronto; Heath, Lexing- 
ton Books, 1979. Pp. xiv, 206. $21.00. 

JEL 79-1143 

Investigation into the economic relation be- 
tween work schedules and leisure. The first part 
looks at the scarcity of time and its constituents. 
Argues that the small growth in leisure time over 
the past several decades is due to the fact that 
the amount of time spent in working or quasi- 
working activities is determined in a trade-off situ- 
ation; long working hours and spending nonwork 
time on commuting, household chores, etc., pro- 
vide a higher standard of living, but less leisure. 
Also contends that the inefficient use of time in 
the United Stages is the result of rigid work sched- 

(‘■ules maintained by employers. Part two considers 
the possibilities of alternative work schedules as 
a means of improving leisure times in particular, 
examines voluntary part-time employment, flex- 
time practices (where employees may vary ^e 


timing of their hours), and reduction of the stan- 
dard work week. Finds in part that: (1) prime4ged 
Americans have less leisure than commonly 
thought; (2) the quality of consumption, household 
production, and work time have increased due to 
hitler wages; and (3) “the most obvious way of 
reducing time pressures is to cut hours of work, 
since this could very likely increase leisure time.” 
Technical material has been placed in several ap- 
pendices. The author is Professor of Economics 
at Wayne State University. Bibliography; index. 

Rodberc, Leonard S. Employment impact of the 
solar transition: A study prepared for the use of 
the subcommittee on energy. Joint Committee 
Print. 96th (Congress, 1st Session. Washington, 
D C.; U.S.G.P.O., 1979. Pp. v, 49. 

JEL 79-1144 

Elstimates the impact on employment and on 
fuel savings of widespread introduction of energy 
conservation- and solar energy. Assumes a set of 
national goals to be achieved by the year 2000 
and postulates substantial investment in conserva- 
tion and solar energy over a 5-year period preced- 
ing 1985, with a constant level of investment 
thereafter. The author, Leonard S. Rodberg, Com- 
munity Energy Project, Public Resource Center, 
Washington, D.C., projects that, for the year 1990, 
an annual investment (in 1978 dollars) of $65.6 
billion will create 2.17 million jobs and will reduce 
consumption of nonrenewable fuels by 45 quadril- 
lion BTXI’s. After netting out the jobs eliminated 
and jobs created in other industries by expenditure 
of funds saved, 2.9 million jobs will be created. 
No index. 

Stein, Bruno. Social security and the private pen- 
sion system. New York; Industrial Relations Coun- 
selors, 1979. Pp, vi, 41. Paper. JEL, 79-1145 

Focuses on the impact of social security^on pri- 
vate pensions. Reviews the historical development 
of the private pension system and the Social Secu- 
rity System and discusses the bases of the relation- 
ship between them; examines the major provisions 
of the Employment Retirement Income Security 
Act (ERISA); discusses underfunding, extension of 
coverage, and inflation-proofing in the private sys- 
tem; analyzes the effects of higher social security 
payroll taxes and lower benefits on the private 
pension system; considers the consequences of the 
1977 social security amendments for existing inte- 
grated plans; and discusses new issues raised by 
changing retirement ages. One conclusion is that 
“ERISA will discourage enrichment of defined 
benefit plans and encourage development of de- 
fined contribution types of plans, including supple- 
mentary thrift or profit sharing schemes.” The 
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audtor is Profenor of Economics, New York Uni- 
versity. No index. 

SeeaUo: Book Numbers /EL 7^-0891. 79-097S, 79- 
0978, 79-1090, 79-1112 

830 Thads Unions; CoixEcnvE Baucaininc; 

Laboh-Manacement Relations 

Aaron, Benjamin; Grodin, Joseph R. and Stern, 
James L., eds. Public-Mctor bargaining. Industrial 
Relations Research Association Series. Washing- 
ton, O.C.: Bureau of National Affairs, 1979. Pp. 
vU, 327. Paper. JEL 79-1146 

Nine previously unpublished papers on the past 
developments, key issues, and future trends of 
public-sector collective bargaining. Following pa- 
pers on the extent of collective bargaining, union- 
ism, and management organization for bargaining, 
are papers on: bargaining's impact on compensa- 
tion; the dynamics of dispute resolution; and pub- 
lic-sector labor legislation. Also includes essays on; 
the judicial response to bargaining; public-sector 
labor relations in Canada; and the future of bar- 
gaining. Contributors include: John F. Burton, Jr.; 
James L. Stern; Milton Derber; Daniel J. B. 
Mitchell; Thomas A. Kochan; B. V. H. Schneider; 
Joseph R. Grodin; Shirley B. Goldenberg; and Ben- 
jamin Aaron. Topical index. 

Ananaba, Wogu. The trade union movement in Af- 
rica: Promise and performance. Foreword by 
Omer Becu. New York: St. Martin’s Press, 1979, 
Pp. xui, 248, $19.95. JEL 79-1147 

Focuses on the development and organization 
of trade unions in Africa since 1961, but includes 
brief discussions of events during the periods from 
1939-45 and 1945-60. Part one surveys the "gen- 
eral trade union situation" by country in West, 
Eastern, Central, Southern, and North Africa; 
presents case studies of Lesotho and Liberia; and 
examines the continental trade union organiza- 
tions of the African Regional Organization 
(AFRO), the All-African Trade Union Federation 
(AATUF), the African Trade Union Confederation 
(ATUC), and the Organisation of Trade Union 
Unity (OATUU). Part two assesses union activities, 
problems, and prospects, finding that "fragmenta- 
tion, maladministration, indiscipline, abuse of of- 
fice and undemocratic procedures are still the or- 
der of the day”; and that law and politics, which 
“violate international labour standards abound in 
most Afncan states”; and that bona fide unions 
have ceased to exist in many countries. The author 
is former Director of Organization of the United 
Labour Congress of Nigeria and General Secretary 
of the Nigerian Association of Local Government 
Employees in Eastern Nigeria. Index. 


Beixace, Janice R. and Berkowitz, Alan D. The 
Landrum-Griffin Act: Twenty years of federal pto- 
tection of union members' rights. Assisted by 
Bruce D. Van Dusen. Labor RelaticHU and Public 
Policy Series, No. 19. Philadelphia; University of 
Pennsjdvania, Wharton School, Industrial Re- 
search Unit, 1979. Pp. xiv, 363. $15.00, paper. 

JEL 79-1148 

An evaluation of the efficacy of the Landrum- 
Griffin Act legislated in 1959 to assure the rights 
of the individual union members and to balance 
those rights with the Institutional requirements 
of the union. Examines the provisions of and the 
issues arising from Title I: Bill of Rights; Title II: 
Union Members’ Right to Information; Title III; 
Trusteeships; Title IV: Election Safeguards; and 
Title V; Fiduciary Obligations. Analyzes both the 
courts’ position on various issues and also the role 
of the Department of Labor in enforcing the stat- 
ute. Although the authors conclude that the E>e- 
partment of Labor has a “deplorable” record in 
the enforcement of the statute’s provisions and 
recommend some amendments, they argue that 
the courts’ decisions have been made at a high 
level and the "statutory scheme laid down in the 
Landrum-Griffin Act has withstood the test and 
time remarkably well.” The authors are Assistant 
Professor of Legal Studies in the Wharton School 
and a law student at the University of Pennsylvania 
Law School. Index of cases. 

International Council fob the Quality of 
Working Life. Working on the quality of work- 
ing life: Developments in Europe. International 
Series on the Quality of Working Life, Vol. 8. Bos- 
ton; The Hague and London: Martinus Nijhoff, 
1979. Pp. X, 380. $32.00. JEL 79-1149 

Twenty-eight previously unpublished papers 
that provide information on the quality of working 
life activities in nine European countries (France, 
Holland, Italy, Norway, Switzerland, Sweden, 
West Germany, Scotland, and the United King- 
dom). Focuses on various individual projects and 
their goals and approaches. In six parts: national 
programs and perspectives in six of the countries; 
production and technical units; administrative and 
office units; public service; issues related to trade 
unions; and off-site training programs. Max Elden, 
author of the introduction and conclusion, finds 
as a common feature that stands out in the case 
studies; employee participation in the planning 
and management of organizational change in- 
tended to improve the quality of life at work. No 
index. 

Japan In stitu t e of Labour. Labor unions and la- 
bor-management relations. Japanese Industrial 
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Relations Series, No. 2. Tokyo: Author, 1979. 
Pp. 40. JEL 79-1150 

Brief description of the organizational structure 
of Japanese labor unions, the historical develop- 
ment of the labor union movement, characteristics 
of labor-management relations, and legislation 
concerning labor-management relations. No in- 
dex. 

Perrincs, Charles. Black mineworkers in Central 
Africa: Industrial strategies and the evolution of 
an African proletariat in the copperbelt 1911-41. 
New York; Holmes and Meier, Afiicana, 1979. Pp. 
xvii, 302. JEL 79-1151 

A historical examination of the principal factors 
in the "proletarianization” of black workers in the 
copper mines of the Belgian Congo (now Zaire) 
and Northern Rhodesia (now Zambia) from 191 1- 
41, the first three decades of large-scale mining 
operations in the area. A revised doctoral disserta- 
tion, based on archival and interview work, the 
study is composed of two parts and focuses upon 
the labor requirements of capital and "the struc- 
tural determinants of worker behaviour and per- 
ception" (and not the perception itself). The au- 
thor, Lecturer in Economics at the National 
University of Lesotho, argues that "the training 
of labour meant its stabilization" and "there is little 
doubt that the stabilization was establishing the 
preconditions for proletarianization." Statistical 
appendices on copper prices and production. 
Bibliography; index. 

Pettman, Barrie O., ed. Industrial democracy: A 
selected bibliography. Bradford, England: MCB, 
1979. Pp. vii, 95, JEL 79-1152 

Bibliography of selected literature published 
during 1950-78, containing over 3900 references 
from 73 countries. Following two introductory sec- 
tions on general and comparative material, titles 
are arranged by countries and subdivided into 
books and monographs, articles, theses, or govern- 
ment reports. The author is Director, International 
Institute of Social Economics and Lecturer in So- 
cial Economics and Industrial Relations, Univer- 
sity of Hull, England. Author index. 

Rawson, D. W. Unions and unionists in Australia. 
Sydney: London and Boston: Allen and Unwin, 
1978. Pp. 166. $22.50, cloth; $10.50, paper. 

, JEL 79-1153 

J^MGribes and analyzes the current state of trade 
uaipDism in Australia. Concentrates on the politi- 
ck aspects of unionism, particularly on relations 
between unions and governments, special rela- 
tions between some unions and the Australian .La- 


bor Party, and on probable future roles of trade 
unionism in Australia. The author is a Senicu' Fel- 
low in the Research School of Social Sciences at 
Australian National University. Bibliography; in- 
dex. 

ScHREiBER, Carol Tropp. Changing places: Men 
and women in transitional occupations. Cam- 
bridge, Mass., and London: MIT Press, 1979. Pp. 
xiv, 244. $15.00. JEL 79-1154 

A systematic empirical inquiry into the move- 
ment of men and women into work situations pre- 
viously occupied predominantly by members of 
the opposite sex. Evaluates the intersecting effects 
of different forms and magnitude of change on 
individual work lives. Based upon interviews in 
1976 with 100 nonmanagement employees en- 
gaged in eight different kinds of jobs in one com- 
pany. Using multiple regression analysis, presents 
a model of work satisfaction, which suggests a con- 
nection between stress and work satisfaction, since 
"New Type [new to jobs traditionally held by op- 
posite sex] employees express more satisfaction 
with their work than Same Type [new to jobs for- 
merly held by same sex] employees.” An epilogue 
gives the “saga and structure” of the research ap- 
proach and appendices reproduce research instru- 
ments. A revised doctoral dissertation. The author 
is Assistant Professor at the School of Organization 
and Management and the Department of Epide- 
miology and Public Health, Yale University. Bibli- 
ography; index. 

840 Demographic Economics 

Burchardt, John a. and Geraci, Vincent J. In- 
tercensal state and local population estimates: 
Methods, performance, and Texas applications. 
Research Report 1978-4. Austin; Bureau of Busi- 
ness Research, University of Texas, 1979r Pp. v, 
59. Paper. JEL 79-1155 

Analysis of the six primary population estimation 
methods used by the Census Bureau in their an- 
nual estimates and their performance; the six are: 
vital rates method, component method II, compos- 
ite method, ratio correlation method, administra- 
tive records method, and housing unit method. 
Summarizes the Census Bureau’s tests of their per- 
formance at the state, county, and subcounty lev- 
els; finds that the methods vary in reliability de- 
pending on the region of the country, type of 
locality, and time period. A test is then done on 
Texas state and county data. The authors are Re- 
search Associate, and Faculty Associate and Assis- 
tant Professor of Economics, respectively, of the 
Bureau of Business Research of the University of 
Texas at Austin. No index. 
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Mbhta^ B. C. Regional population growth; A cate 
ttudy pf RafatHian. Jaipur; Research Books, 1S78. 
Pp. X, 315. Rs. 60. JEL 79-US6 

Analyzes the relationships between various so- 
cioeconomic (actors and population growth in the 
Indian state of Rajasthan. Focuses on the impact 
on population dynamics of regional and district- 
level differences within the state. Determines the 
correlates of fertility regulation and identifies pol- 
icy instruments and targets. Utilizes stepwise re- 
gression techniques to estimate relevant impacts 
on various components of population change (ur- 
banization, migration, mortality, fertility) and 
makes several projections of population growth. 
Finds a near "Malthusian situation” in Rajasthan 
and recommends “a critical minimum effort" to 
accelerate the pace of socioeconomic develop- 
ment. The author is Reader and Head of the De- 
partment of Economics at the University of Ra- 
jasthan, Jaipur, India. Bibliography; index. 

Merrick, Thomas W. and Graham, Douglas H. 
Population and economic development in Brazil: 
1800 to the present. Baltimore and London: Johns 
Hopkins University Press, 1979. Pp. xviii, 385. 
$22.50. JEL 70-1157 

Traces Brazilian demographic history over the 
past two centuries and examines its role in past 
and present economic development. Assesses the 
Brazilian position that population growth has not 
been an obstacle to development. Focuses on ma- 
jor trends and composition of the growth in popu- 
lation since 1800; slavery and European immigra- 
tion; changes in the spatial distribution of 
population in the period 1778-1970; long-term 
trends in the growth and structure of the labor 
force; urban population growth and urban pov- 
erty; and the role of demographic factors in Brazil- 
ian economic planning. A principal conclusion rel- 
ated to recent Brazilian economic expansion is that 
the anti-natalist position “applies less in terms of 
macroeconomic growth objectives (increases in to- 
tal and per capita product) than when develop- 
ment is defined as growth with distribution.” The 
authors are Research Associate at Georgetown 
University and Associate Professor, Latin Ameri- 
can Studies Program, Ohio State University, re- 
spectively. Index. 

Stark, Oded. Population and agricultural develop- 
ment: Selected relationships and possible plan- 
ning uses. Technical Paper No. 6. Economic- 
demographic interactions in agricultural develop- 
ment; The case of rural-to-urban migration. Rome; 
Food and Agriculture Organization of the United 
Nations, 1978. Pp. ix, 162. Paper. 

JEL 79-1158 


ijyrr 

Reissue of a Research Report formerly pubUsiwd 
by the David Horowitz Institute [see JEL no. 79- 
0248 for previous annotation]. 

See also: Book Numbers /£L 79-0919, 79-1014, 79- 
1097, 79-1171 

850 Human Capitai- 

See alto: Book Numbers /£L 79-0920, 79-1132, 79- 
1160 

900 Welfare Programs; Consumer 
Economics; Urban and Regioiuil 
Economics 

910 Welfare, Health, and Education 

Chien, Robert 1., ed. Issues in pharmaceutical eco- 
nomics. Lexington, Mass., and Toronto: Heath, 
Lexington Books, 1979. Pp. vii, 246. $17.95. 

JEL 79-1159 

Fourteen previously unpublished papers and 
related comments on the pharmaceutical Industry, 
originally presented at a series of seminars held 
at Northwestern University (1976) and UCLA 
(1977). The articles are in four sections; the facts 
and measurement of the pharmaceutical market, 
concentration, and supply and entry; pricing and 
profitability; the impact of government regulation 
on the research process; and the economic impact 
of regulation. Finds in part that: (1) “the drug in- 
dustry has been competitive in the sense that the 
research-intensive drug companies are competing 
for dominance in different therapeutic areas"; and 
(2) “government policies requiring excess proof 
of efficacy and safety have raised the cost and un- 
certainties of research” inhibiting participation by 
smaller companies, and have lowered the rate of 
return on research to below its opportunity costs. 
The editor is Associate Professor of Marketing at 
Roosevelt University, Chicago. Selected bibliogra- 
phy; no index. 

Cohn, Elchanan. The economics of education. 
Revised edition. Cambridge, Mass.: Harper & 
Row, Ballinger, 1979. Pp. xix, 453. 

JEL 79-1160 

Text that surveys the issues and literature of 
the economics of education, covering the eco- 
nomic value of education, resource allocation, and 
educational finance and planning. In this edition, 
the author has brought statistical material up to 
date and findings from numerous recent studies 
in the field have been incorporated. Chapters now 
include literature guides, and the bibliography has 
been expanded to more than 90 pages. [See JEL 
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no. T3~054S for previout annotation.] The author 
M Profostor of Economics at the University of 
South Carolina. BibIiogra{d>y; index. 

Cuixis, John G. and West, Peter A. The econom- 
ics of health; An introduction. New York: New 
York University Press, 1979. Pp. ix, 309. $18.50. 

JEL 

Text in health economics geared to students of 
economics and social sciences in general and of 
health care sciences in particular, emphasizing the 
concerns of developed countries. In five parts; the 
nature of health care as an economic good; theo- 
retical and empirical aspects of the demand for 
health care; the theory of health care supply, par- 
ticularly the estimation of costs; problems in apply- 
ing cost-benefit techniques to health care, and the 
public policy Issues of health care. Chapters in- 
clude a list of outside readings. Background in first- 
year economic principles required. J. G. CuUis is 
Lecturer in Ekionomics, University of Bath, En- 
gland, and P. A. West is Lecturer in Health Eco- 
nomics in the Department of Conununity Medi- 
cine, St. Thomas Hospital, London. Author and 
subject indices. 

Derthick, Martha. Policymaking for social secu- 
rity. Washington, D.C.: Brookings Institution, 
1979. Pp. xiv, 446. $11.95, cloth; $4.95, paper. 

JEL 79-1162 

A study of the political foundations of social secu- 
rity, inquiring particularly into the causes of the 
“low level of conflict and dissent" in the progrun. 
Part one focuses on the formal structure, the par- 
ticipants, and the process of policymaking, offering 
as a possible explanation that "policy has been 
made by a relatively constricted and autonomous 
set of actors with a strong sense of proprietorship 
in the program." Part two examines the migor pol- 
icy choices and the main features of the basic pro- 
gram of cash benefits for the elderly and the sur- 
viving dependents of deceased workers (OASI). 
Here “ambiguity, inconsistency, obscurity, and 
paradox" are partial explanations. Part three ex- 
plores the politics of expansion — the addition of 
coverage for the disabled. Medicare, and a quan- 
tum increase in cash benefits — which proved con- 
tentious-Nftnd the author, director of the Govern- 
mental Studies program at the Brookings 
Institution, concludes that "there has not been 
, 'enough' politics in social security"; that decisions 
■'flheuld be more sensitive to differences of interest 
. -I$MI opinion; and that visibility of costs would com- 
pri choice. Index. 

Ecdahl, Richard H. and Walsh, Diana Chap- 
man, eds. Health services and health haxardsfehe 


employee’s need to know. Springer Series on Indus- 
try and Health Care, no. 4. New York; ^ninger- 
Verlag, 1978. Pp. vUi, 184. JEL 79-1163 

Focuses on three central topics resulting from 
recent legal events pertinent to health care— phy- 
sician advertising. Health Maintenance Organiza- 
tion (HMO) nuurketing, and information about oc- 
cupational health hazards. In two parts. Part one, 
written by Diana Chapman Walsh, discusses the 
issues of information, communication, access, qual- 
ity, cost, and industry's role. Part two consists of 
thirteen background papers (edited and con- 
densed) originally given at a conference in Boston 
in November 1977, entitled “Employee and Em- 
ployer Decisions about Health; Informational Is- 
sues.” No index. 

Ecdahl, Richard H. and Walsh, Diana Chap- 
man, eds. Industry and HMOs: A natural alliance. 
Springer Series on Industry and Health Care, no. 
5. New York; Springer-Verlag, 1978. Pp. viii, 117. 

JEL 79-1164 

Five previously unpublished papers assessing 
the current state of Health Maintenance Organiza- 
tion (HMO) development and industry’s possible 
role therein. Discusses corporate goals and strate- 
gies in providing health care to employees; de- 
scribes mRjor HMO types and assesses alternative 
models available to sponsoring companies; exam- 
ines principal legal obstacles; and considers issues 
for the future. Appendices summarize events at 
the National HMO Conference convened by the 
Department of Health, Education, and Welfare 
in March 1978; the Bay State Health Care Founda- 
tion Hearings conducted by the Massachusetts Di- 
vision of Insurance in the summer of 1978; and 
the National Conference and Workshop on the 
fee-for-service type in IPA (individual practice as- 
sociation) HMO — held by the Rocky Mountain 
HMO in Aspen, Colorado, in September 1978, No 
index. 

Gaffney, John C., ed. Profile of medical practice, 
1978. Revised edition. Monroe, Wise.; American 
Medical Association, Center for Health Services 
Research and Development, 1979. Pp. xiii, 283. 
Paper. JEL 79-1165 

Seventh annual edition of research articles on 
the economics of medical practice in the United 
States, using data derived from the Periodic Survey 
of Physicians (PSP). Part one consists of five papers 
on patterns of medical practice; part two offers 
five papers about current research on health ser- 
vices; part three is composed of selected tabula- 
tions on physician manpower and characteristics 
of medical practice. Includes a chapter on the de- 
sign and methods of the PSP. Index. 
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PEZzinxo, Thomas R. and Brittincham, 
Bi^ARA E., eds. Salary •ouity; Detecting tex bias 
in salaries among college and university profes- 
sors. Lexington, Mass., and Toronto: Heath, Lex- 
ington Books, 1979. Pp. X, 162. $15.95. 

JEL 79-1166 

Eleven previously unpublished essays using mul- 
tiple linear regression analysis to study pay equity 
in post-secondary institutions. Part one focuses on 
the use of regression analysis in modeling faculty 
salaries, and part two consists of five case studies 
on pay equity. Ute last part comprises two dissent- 
ing papers on the appropriateness of regression 
arudysis, the appropriate applications, and the in- 
completeness of the statistical method in getting 
at several idiosyncratic determiners of salary dif- 
ferences. Editorial comments preface each paper. 
The editors are Associate Professors of Eklucation 
at the University of Rhode Island. No index. 

Russeix, Louise B. Technology in hospitals: Medi- 
cal advances and their diffusion. Studies in Social 
Economics. Washington, D.C.: Brookings Institu- 
tion, 1979. Pp. 180. $11.95, cloth; $4.95, paper. 

JEL 79-1167 

An investigation of new hospital technologies 
of the last 25 years. Case studies of intensive care, 
respiratory therapy, diagnostic radioisotopes, the 
electroencephalograph, open-heart surgery, co- 
balt therapy, and renal dialysis examine the pur- 
pose and use of the technology, its history, the 
kinds and amounts of resources employed, and the 
costs and benefits for patients. A statistical analysis 
focuses on the distribution of the technology 
among hospitals and explanation of that distrib- 
ution and diffusion. Includes a chapter on the med- 
ical technology policies of the United States, Swe- 
den, Great Britain, and France and a background 
chapter on the metropolitan hospitals on which 
the analyses are based. Evidence from the case 
studies indicates that “ in the presence of extensive 
third party payment, investment in a technology 
will continue until the benefit from any further 
investment is zero.” The author, a senior fellow 
in the Brookings Economic Studies program, con- 
cludes with a review of policies to limit resources 
available to medical care. Index. 

ScHEFFLER, RICHARD M., ed. Research in health eco- 
nomics: A research annual. Voliune 1. Greenwich, 
Conn.: JAI Press, 1979. Pp. ix, 401. $28.50, institu- 
tions; $14.50, individuals. JEL 79-1168 

Nine previously unpublished papers on various 
areas in the field of health manpower economics. 
The various essays look at analytical problems in 
making health manpower policy, production func- 
tions for new health practitioners, health man- 


power pn^slems in rural areas, and the specialty 
chtdce by i^yslciaiu. Also indudes papers on: state 
control and responsibUity in manpower policy; 
spatial distribution of physicians and their pricing 
policy; factors affecting nurses' wages in hospitals; 
a model for the market for nurses; and the alloca- 
tion pf health manpower to maximize die hetdth 
status of the population. The editor is a member 
of the Department of Economics, George Wash- 
ington University: No index. 

Schmitt, Bernard a. Protein, calories, and devel- 
opment- Nutritional variables in the economics of 
developing countries. Foreword by E. Ray Can- 
TERBERY. Westview Special Studies in Social, Po- 
litical, and Economic Devel<q>ment. Boulder: 
Westview Press, 1979. Pp. xxi, 224. $17.50. 

JEL 79-1169 

Analyzes the interaction of nutrition and eco- 
nomics and develops the concept of the "cyclonu- 
triHonal spiral" to describe the “direct relationship 
between the nutritional status of agricultural labor 
(as a form of human capital) and the production 
level of various agricultural commodities in the 
developing countries.” Finds both caloric and pro- 
tein consumption to be important limiting factors 
of agricultural production. Surveys food prod- 
uction in 90 developing nations; discusses human 
protein and caloric requirements; examines the 
distribution of rngjor agricultural commodities; 
forecasts food production for 1985 on a country 
and commodity basis; explores policy alternatives; 
and concludes that “conditions [apparently based 
on domestic production only, excluding trade] in 
nutritionally deficient countries [are] unlikely to 
improve, on average, between the present and 
the mid-1980’s.” Revised doctoral dissertation. 
The author is an economist with the U.S. Congress 
Joint Committee on Taxation. Selected bibliogra- 
phy; index. 

Sloan, Frank A. The geographic distribution of 
nurses and public policy. Health Manpower Refer- 
ences. DHEW Publication no. (HRA) 75-53. 
Bethesda, Md.: U. S. Department of Health, Eldu- 
cation, and Welfare, Public Health Service, Health 
Resources Administration, Division of Nursing, 
1975. Pp. ix, 214. $2.20, paper. JEL 79-1170 

Designed to assist in the development of a strat- 
egy to attract nurses to underserved areas; consists 
of nine chapters, each reporting research spon- 
sored by the Division of Nursing. Reviews the liter- 
ature on incentives; assesses four alternative mea- 
sures of the geographic distribution of nursing 
services; and analyzes the data from the Survey 
of Hospital Directors of Nursing (1973) and the 
Survey of Registered Nurses (1973), on turnover. 
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nune laoUUty pattenu, finandaJ and nonfinanciaJ 
incentlvei, and dstorminantt of nurse retention. 
Authors Indude Soger Blair, David Kaserman, 
Sichard Schaeffer, Richard Ehticld, and FVonJc 
Sloan, Associate Professor of Economics and Com- 
munity Health and Family Medicine, University 
of Florida. No index. 

ViSCUSi, W. Kip. Welfare of the elderly: An economic 
analysis and policy prescription. New York; 
Chichester, England; Brisbane and Toronto; Wi- 
ley, Wiley-Interscience, 1979. Pp. 251. $18.95. 

JEL 79-1171 

Focuses on the impact of government policy on 
the welfere of the elderly and analyzes policy and 
program changes that might improve elderly wel- 
fare with the same expenditure of resources. Ex- 
amines demographic characteristics of the elderly; 
considers the conceptual Issues of why and how 
to aid the elderly; and evaluates the present mix 
of policies and incentives they create, in particular 
sociol security and pensions, employment, and in- 
Idnd assistance. Concludes with a restatement of 
"principles for effective policy," which emphasize 
policies that affMt people in their pre-elderly 
years, e.g., improved medical care in middle age 
and a subsidy scheme for individual savings for 
old age. Proposes elimination of means and resi- 
dence tests, revision of earnings tests, and some 
revisions in the financing of social security. The 
author is a Research Associate with the National 
Bureau of Economic Research and Assistant Pro- 
fessor of Ekx>nomics at Northwestern University. 
Index. 

Walsh, Diana Chapman and Ecdahl, Richard 
H. Payer, provider, consumer: Industry confronts 
health care costs. Springer Series on Industry and 
Health Care, no. 1. New York and Berlin: Spiinger- 
Verlag, 1977. Pp. v, 117. Paper. JEL 79-1172 
First in a series of monographs on the current 
and potential future role of private industry (both 
management and labor) as a financer, provider, 
and consumer of health care services. Focusing 
on the central theme that "industry is a key partici- 
pant in the health sector,” examines the relation- 
ship of employment-related financing to elevated 
demand and rising costs; the influence on industry- 
sponaoMd health programs of OSHA’s mandate 
for specific environmental standards and medical 
apirveillance of workers; and the role of industry 
in health planning, controlling costs (particularly 

> in hospitals), and dispensing information. Briefly 

';<sraises the issue of rationing health services either 
by the floor-ceiling concept or by the view that 
tdl medical services are essential; considers the 
question of who can most cost-effectively masiege 


the delivery of health services in the future— the 
private sector or government. Data come largely 
from two difiermit conferences and a partial re- 
view of recent literature. Aimotated bibliography; 
no index. 

Werner, Jack L. and Leopold, Jacqueline R., 
eds. Reference data on socioeconomic issues of 
health, 1978. Monroe, Wis.: American Medical As- 
sociation, Center for Health Services Research & 
Development, 1978. Pp. xiv, 243. Paper. 

JEL 79-1173 

Seventh annual edition of reference guide “for 
use by health professionals, policy makers, re- 
searchers and journalists,” containing in the first 
half seven previously unpublished papers on cur- 
rent topics such as emergency medical services 
for trauma patients, the impact of certificate of 
need laws, Canadian Health care, measuring the 
relative quality of care, foreign medical graduates 
in U.S. educational programs, location choice in- 
centives, and a microanalytic look at physician mi- 
gration decisions. The second half of the book con- 
sists of selected socioeconomic data on health 
characteristics of the U.S. population for selected 
years 1950 to 1977. Index. 

Yett, Donald E., et al. A forecasting and policy 
simulation model of the health care sector: The 
HRRC prototype microeconometric model. Human 
Resources Research Center Monograph Series, no. 
2. Lexington, Mass., and Toronto: Heath, Lexing- 
ton Books, 1979. Pp. xiv, 204. $19.95. 

JEL 79-1174 

Description of the University of Southern Cali- 
fornia’s Human Resources Research Center Proto- 
type Microeconometric Model of the U.S. health 
care system. Focuses on its development and use 
as a tool for forecasting and evaluating policy alter- 
natives. A chapter is devoted to each of five sub- 
models characterizing the population of constun- 
ers of medical services, the population of 
physicians, quantities and prices of physician serv- 
ices, quantities and prices of hospital services, and 
the supply of nonphysician services. Interactions 
of the various submodels are governed by demand 
and supply relations and numerous feedback and 
other connecting mechanisms. Includes discussion 
of model evaluation, potential uses, and strategies 
for further development. Bibliography; index. 

See also: Book Numbers JEL 79-1112, 79-1136, 79- 
1137, 79-1145 

920 Consumer Economics 

Vreeland, Richard C. Become financially inde- 
pendent: An investment plan that really works. 
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Bng^MroodOiffit, N J.: PrenticenHall, 1979. Pp. xv, 
320. $11.95, cloth; $5.95, paper. JEL 79-J 1 75 
HandVxwk to developing end following a “sound 
money management plan." Discusses saving, in- 
surance, an investment dwelling, gold and silver, 
rural land, the stock market, and diamonds. The 
author is Professor at the University of Southern 
Mississippi, Hattiesburg. Index. 

See also; Book Numbers /£L 79-0888, 79-1143. 

930 Urban Economics 

Bryce, Herrington J.. ed. Revitalizing cities. The 
Urban Roundtable Series. Lexington, Mass., and 
Toronto: Heath, Lexington Books, 1979. Pp. xvii, 
298. $23.95. JEL 79-1178 

Fifteen papers (one an excerpt from previously 
published material) analyzing problems facing cit- 
ies and offering solutions. Topics include expand- 
ing and measuring employment, residential rein- 
vestment in the city, race and poverty, financing 
and distribution of police and educational services, 
creating order in city schools, and the taxpayers' 
revolt. The editor is Vice President of the Acad- 
emy for Contemporary Problems in Washington, 
D.C. Index. 

Federal Home Loan Bank of San Francisco. 
Urban housing: Proceedings of the Fourth Annual 
Conference, December 7-8, 1978, San Francisco, 
California. San Francisco: Federal Home Loan 
Bank of San Francisco, 1979. Pp. 339. $6.00, paper, 

JEL 79-1177 

Twelve previously unpublished papers and re- 
lated comments, written by economists, bank ex- 
ecutives, government regulators and officials, and 
other academic authorities in the Geld of urban 
housing. In three parts: the dynamics of the hous- 
ing markets, including the stock of housing, neigh- 
borhood deterioration, and regional variation; fi- 
nancial aspects urban housing from the lender’s 
perspective; and papers on inner-city housing mar- 
kets, housing rehabilitation, and the role of gov- 
ernment. No index. 

Grebler, Leo and Mittelbach, Frank G. The 
inflation of house prices: Its extent, causes, and 
consequences. Lexington, Mass., and Toronto: 
Heath, Lexington Books, 1979. Pp. xiv, 241. 
$25.00. JEL 79-1178 

Examines rising prices for single-family houses, 
in the U.S., during the 1970's, with parts of the 
study focusing on California. Covers the record 
of price changes between the late 1960's and 1977; 
an analysis of recent homebuyers, which includes 


a review of the appearance of speculative activity 
in California, and the reendts of a sample survey 
of 1975 and 1977 purchasers in two California 
counties; a general explanation of the market 
forces at work during die period; a specific national 
model of home prices and price changes foom 1968 
to 1977; and an evaluation bf the efiects of and 
adjustments to this market activity, including esti- 
mation of which groups have benefited or sufiered 
due to the surge in house prices. Quantitative anal- 
ysis suggests “permanent income and the increase 
in the general price level are prominent variables 
explaining home prices and their rates of change," 
and prognostications include the belief that dispro- 
portionate price increases could become a more 
continuous feature of the market if there is a resur- 
gence of inflation and the public’s concern over 
its containment. The authors are Emeritus Profes- 
sor of Real Elstate and Urban Land Elconomics and 
Professor of Management and Urban Planning and 
Director of the housing, real estate, and urban land 
studies program, respectively, at the University 
of California at Los Angeles. Index. 

Harris, Nigel. Economic development, cities and 
planning: The case of Bombay. Bombay, Oxford 
and New York; Oxford University Press, 1978. Pp. 
Vi, Irregular. $8.95, JEL 79-1179 

Examines the development of Bombay’s econ- 
omy and its importance to the economic develop- 
ment of India, and indicates the general role of 
cities in the development process. Summarizes the 
city’s evolution from the eighteenth to the twenti- 
eth centuries, examines its modern development, 
discusses various problems and planning re- 
sponses, investigates the issue of decentralization 
and a proposal for a second city of Bombay across 
the harbor, and considers various planning topics. 
Argues that the plan for Greater Bombay should 
lay out the strategy for maximizing the contri- 
bution to national economic development; and the 
core of the plan should be the control of invest- 
ment, taking into account the tasks laid upon the 
city by the national plan, and problems of employ- 
ment and its distribution within the municipal or 
metropolitan area. Index. 

Mayes, David G. The property boom; The effects 
of building society behavior on house prices. 
Oxford: Martin Robertson, 1979. Pp. vi, 146. jC8.95. 

JEL 79-1180 

Examines the inflation in prices of owner-occu- 
pied housing in the United Kingdom during the 
1970’s, investigating arguments that the behavior 
of building societies was the prime cause of the 
inflation and the building societies’ contention that 
their increased lending was only a response to in- 
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cneued demand. Specifies a model to explain the 
Intemdatedness of the houshig market, the hous- 
ing finance market, and the building society sav- 
ings market and argues from the estimates that 
building societies’ behavior was not primarily re- 
sponsible for the dramatic rise in U.K. housing 
prices in the 1970’s. Also argues that government 
can counteract price reactions to building society 
lending. Ibe author Lecturer in Economic and 
Social Statistics, University of Exeter. Index. 

Segal, David, ed, The economics of neighborhood. 
Studies in Urban Economics. New York; San Fran- 
cisco and London: Harcourt Brace Jovanovich, Ac- 
ademic Press, 1979. Pp. xiii, 296. $27.50. 

JEL 79-1181 

Eleven previously unpublished papers on inte- 
grating the notion of a neighborhood into urban 
economics and policy making by analyzing the 
neighborhood as a “good” with a supply, demand, 
and equilibrium outcomes. The first four essays 
deal with models on the determinants of neighbor- 
hood demand in Pittsburgh; St. Louis; Wilmington, 
Delaware; and Washington, D.C. 1962-72; three 
papers present models of the supply side of neigh- 
borhoods and four remaining chapters consider 
the price outcomes and quantity aspects of neigh- 
borhoods in the equilibrium framework. The edi- 
tor is a member of the Department of City and 
Regional Planning, Harvard University, and the 
Department of Economics, Oberlin College. In- 
dex. 

Tobin, Gary A., ed. The changing structure of the 
city; What happened to the urban crisis. Urban 
Affairs Annual Reviews, Volume 16. Beverly Hills 
and London: Sage, 1979. Pp. 320. 

JEL 79-1182 

Fourteen original essays by public officials, plan- 
ners, and academics in political science, social 
work, urban planning, and urban design. In two 
parts, distinguishing between problems o/the city 
concerning local management and problems cen- 
tered in the city. In the latter group the essays 
focus on the key factors in the urban crisis — ^pov- 
erty and race— and assess the programs of the 
1960’s, survey the changing structure of the urban 
environment over the past decade, and suggest 
a prognosis for the near future. Recurrent themes 
include (I) "the initial absence of commitment on 
some issues, even during the 1960's,” with the re- 
sult that conditions that created the urban crisis 
have changed very little, (2) the failure of the fed- 
eral government to formulate a sufficiently com- 
prehensive policy framework with which to deal 
with urban problems, and (3) retreat from a wide 
variety of programs. In the introduction, the edi- 


tor, Assistant Professor in the Urban Studies Pro- 
gram at Washington University, St. Louis, argues 
that “until we aeriously address the basic isme of 
widespread poverty among the minorities who are 
concentrated in our urban centers, die potmitial 
for another period of violence, disruption, and dis- 
order in our cities remains very strong.” No in- 
dex. 

Tolley, George S., Graves, Phiup E. and 
Gardner, John L. Urban growth policy in a 
market economy. Contributions by Donald R. 
Haurin, et al. Studies in Urban Economics. New 
York and London: Harcourt Brace Jovanovich, Ac- 
ademic Press, 1979. Pp. xii, 220. $16.50. 

JEL 79-1183 

Fourteen previously tmpublished papers by 
economists and urban experts consider costs and 
benefits of city size restriction policies. The first 
part looks at Ijie framework used for analysis, while 
parts two and three consider scale economies and 
environmental externalities. Argues that in deter- 
mining optimal city size, the externalities should 
be internalized. Finds in part that: relatively sub- 
stantial alterations of city size to internalize the 
externalities result in relatively small national in- 
come loss, and the cornerstone of any population 
distribution policy could be the elimination of “ad- 
verse population distribution effects of existing in- 
stitutions and policies.” Includes contributions by: 
J. Vernon Henderson, Oded Izraeli, Barton Smith, 
and Peter Zadrozny. Index. 

See also; Book Numbers JEL 79-0991, 79-1138 
940 Regional Economics 

McKenzie, Richard B. Restrictions on business mo- 
bility: A study in political rhetoric and economic 
reality. AEI Studies in Economic Policy, flo. 235. 
Washington, D.C.: American Enterprise Institute 
for Public Policy Research, 1979. Pp. 61. $3.25, 
paper. JEL 79-1184 

Examines the various legislative proposals to re- 
strict business movements, particularly from the 
snowbelt to the sunbelt, and assesses the long-run 
consequences of restrictions on business mobility. 
Argues that "proposed restrictions . . . would re- 
tard the economic development of both the South 
and the North, . . . would slow the growth of na- 
tional income, reduce the rise in real wage rates, 
contribute to inflation, increase unemployment, 
and reduce the social mobility of workers.” The 
author is professor of economics at Clemson Uni- 
versity. No index. 

See also; Book Numbers JEL 79-1023, 79-1084 
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Eckes, Alfred EL. Jr. The United States and the 
global struggle for minerals. Austin and London: 
University of Texas Press, 1979. Pp. xi, 353. $18.95. 

JEL 79-1185 

Explores the impact of natural resource consid- 
erations on American foreign relations between 
World War I and the early 1960’s and argues that 
“national competition for mineral resources un- 
derlay twentieth century international relations.” 
The study focuses on industrial materials, with the 
exclusion of energy (including atomic power) and 
agricultiu'al commodities, and rests primarily on 
official documents, many previously unavailable, 
and interviews. Concludes that, “however mis- 
taken and shortsighted official policies sometimes 
seemed, American commitment to the principle 
of equal access, its vigorous opposition to autarkic 
solutions, and its support for international institu- 
tions and collective security undoubtedly contrib- 
uted to the evolution of a stable and bountiful in- 
ternational order after World War II.” The author 
is Adjunct Associate Professor of History at Ohio 
State University. Bibliography; index. 

COLOFRANK, WALTER L., ed. The world-system of 
capitalism; Past and present Political Economy 
of the World-System Annuals, vol, 2. Beverly Hills 
and London: Sage, 1979. Pp. 312. $18.50, cloth; 
$8.95, paper. JEL 79-1186 

Twelve previously unpublished papers by sociol- 
ogists and other social scientists on world capital- 
ism viewed from a “world-systems perspective,” 
origiiudly presented at the second armual Political 
Ek»nomy of the World-System spring conference 
at the University of California, Santa Cruz, 29- 
31 March 1978. The world-systems view, which 
is opposed to the ahistorical approach, draws on 
various strands in the history of social science, in- 
cluding the Braudel and Annales school; the his- 
torical economics of Max Weber, Joseph Karl Po- 
lanyi; Schumpeter, and the Marxism of Lenin and 
Mao Tse-timg; the anticolonial sociology of C. Ba- 
landier; and the Third World perspectives of the 
“dependency” theorists. In five parts: issues in the 
world-systems theory; development in the core of 
seventeenth-century northwest Europe; develop- 
ment of the core in twentieth-century United 
States; resistence and incorporation in the periph- 
ery of the capitalist world-economy; and transfor- 
mations in the twentieth-century periphery, dis- 
cussing China, Viet Nam, and South Africa. The 
editor is Associate Professor of Sociology and Di- 
rector of the Interdisciplinary Graduate Program 
in Sociology at the University of California, Santa 
Cruz. No index. 


Holtz, Herman. Government contracts; Propoeal- 
mmuhip attd winning strategies. New York and 
London: Plenum Press, 1979. Pp. xiv, 288. $19.50. 

JEL 79-1187 

Handbook designed to instruct businessmen In 
the preparation of proposals for government con- 
tracts.. Outlines relevant facts bf "the world’s big- 
gest customer” and suggests strategies for good 
“proposalmanddp." The author is a government 
marketing consultant. Silver Spring, Maryland. In- 
dex. 

Kasaian, John J. The pocket dictionary of legal 
words. Garden City, N.Y.; Doubleday, 1979. Pp. 
179. $2.95 paper. JEL 79-1188 

Dictionary containing over 2500 legal terms 
aimed at the layman “exposed to the complex and 
often bewildering vocabulary of the lawyer." Lists 
of common-law crimes and Latin prefixes and suf- 
fixes are in an appendices. No index. 

Lomask, Milton. Aaron Burr; The years from 
Princeton to Vice President, 1 756-1805. New York: 
Farrar, Straus 4t Giroux; Toronto: McGraw-Hill 
Byerson, 1979. Pp. xiii, 443. $17.50. 

JEL 79-1189 

First of a two-volume biography of Aaron Burr, 
from the time of his birth on 6 February 1756, 
in Newark, New Jersey, to his election as Vice- 
president in the Jefferson Administration, the 
“tragedy at Weehawken” — the duel between Burr 
and Alexander Hamilton on 11 July 1804, and 
Burr’s resignation before the Senate. Bibliography; 
index. 

Mezey, Michael L. Comparative legislatures. 
Consortium for Comparative Legislative Studies 
Series. Durham, N.C.: Duke University Press, 
1979. Pp. xiv, 317. $17.75. JEL 79-1190 

Eixamines legislative bodies and classifies them 
as oriented to policy making, representation, or 
system maintenance. Based on surveys of articles, 
papers, and monographs; focuses on the popularly- 
elected lower houses but also including the Senates 
of the United States, Chile, Venezuela. The author 
is Professor and Chairman, Department of Politi- 
cal Science, DePaul University. Index. 

Moore, David R. Islanders and aborigines at Cape 
York; An ethnographic reconstruction based on the 
1848-1850 "Rattlesnake' Journals of O.W. Brierly 
attd information he obtained from Barbara 
Thompson. Atlantic Highlands, NJ.: Humanities 
Press; Canberra: Australian Institute of Aboriginal 
Studies, 1979. Pp. xii, 340. $19.50, cloth; $13.00, 
paper. JEL 79-1191 
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Following a historical introduction to the Cape 
York area of the South Pacific (near Australia), and 
brief biographies of O. W, Brierly and Barbara 
Thompson, the text reprints the material from Bri- 
erly’s journals that has any ethnographical rele- 
vance to the aboriginal tribes in this area. Also 
reprints the reports of W. T. Kennett and F. C. 
Jagg from the Somerset settlement submitted to 
the Society for the Propagation of the Gospel in 
the late 1860’s. Closes with a commentary that 
compares the Brierly information, as systematized 
by the author, with that gathered by later investi- 
gators. Provides some notes on the prehistory of 
the area. Bibliography; glossary; index. 

Newland, Kathleen. The sisterhood of man. New 
York and London: Norton, Worldwatch Institute, 
1979. Pp. xi, 242. $12.95, cloth; $3.95, paper. 

/£L 79-1 m 

Examines, within a world-wide perspective, the 
important problems, related to sex discrimination 
in law, education, health, the news media, polities, 
work, and family life. Reviews the forces of 
change, assesses the progress made toward equal- 
ity for women around the world, and considers 
its impact on social and economic issues. The au- 
thor is a Senior Researcher at the Worldwatch In- 
stitute in Washington, D.C. Selected readings; in- 
dex. 

Novak, Michael, ed. Capitalism and socialism: A 
theological inquiry. A conference on Philosophy, 
Religion, and Public Policy. AEI Symposia, no. 
79D. Washington D.C.: American Enterprise Insti- 
tute for Public Policy Research, 1979, Pp. 193. 

JEL 79-1193 

Ten previously unpublished papers by .social sci- 
entists, and related discussions on some theological 
concepts basic to both socialism and capitalism 
(e.g., utopianism, the future, liberty, discipline, fel- 
lowship, justice, etc), originally presented at a con- 
ference co-sponsored by the AEI and the Depart- 
ment of Religion at Syracuse University, held on 
July 9 to 16, 1978, at the Airlie House in Warren- 
ton, Virginia. Contains two papers by Irving Kris- 
tol (on spiritual roots of the two systems and on 
disaffection from capitalism); two by Seymour Mar- 
tin Lipset f American Exceptionalism” and on re- 
ligion in politics), and two by Peter Berger (on 
empirical facts and an ethical assessment of the 
systems). Also includes: Michael Novak on “Seven 
Theological Fkcets”; M<;hammad Abdul-Rauf on 
Islamic thought on economics; Ben J. Wattenberg 
on the success of the American system; and Penn 
Kembel on a social democratic view. The editor 
is a resident scholar at the AEI. Bibliography; no 
index. 


Peace, Adrian J. Choice, clots and conflict: A study 
of southern Nigerian factory workers. Humanities 
Studies in African PoUtical Economy, no. 1. Atlan- 
tic Highlands, N.J.: Humanities Press, 1979. Pp. 
XV, 204. $37.50. JEL 79-1194 

A social anthropological study of young southern 
Nigerian factory workers employed on the Ikeja 
Industrial Estate and residing in the modern urban 
settlement of Agege on the outskirts of metropoli- 
tan Lagos. Focuses on the circumstances under 
which the workers come to town, the interper- 
sonal relations they develop there, their efforts to 
improve their living and working conditions, the 
organization and efficacy of their trade unions, and 
their political status in relation to their environ- 
ment. Based on “methodologically eclectic” re- 
search conducted between August 1970 and De- 
cember 1971. Concludes with a discussion of the 
generalized hostility toward the political order and 
the major industrial and political disputes of 1971; 
the preface summarizes the government’s subse- 
quent reform of the labor movement. The author 
is Lecturer in the Department of Anthropology, 
University of Adelaide. Bibliography; index. 

Robinson, Abraham. Selected papers of Abraham 
Robinson. Volume 2. Non-standard analysis and 
philosophy. Edited by W. A, J. LUXEMBURG AND 
S. Korner. New Haven and London; Yale Univer- 
sity Press, 1979. Pp. xiv, 582. $40.00. 

JEL 79-1195 

Second volume of a three-volume collection of 
the published writings of the late mathematician 
Abraham Robinson (1918-74). The first section in- 
cludes 30 papers on infinitesimals (or "nonstan- 
dard analysis”) and mathematical analysis, and the 
second section contains six papers on philosophy, 
particularly the philosophy of mathematics. Robin- 
son was Sterling Professor of Mathematics at Yale 
University at the time of his death. Bibliography 
of his works; no index. 

SCHHijVER, A., ed. Packing and covering in combi- 
natorics. Mathematical Centre Tracts, no. 106. 
Amsterdam: Mathematisch Centrum, 1979. Pp. 
313. Dfl. 38,-, paper. JEL 79-1196 

Thirteen previously unpublished papers by 
eleven Dutch mathematicians on a number of as- 
pects of combinatorial mathematics and graph the- 
ory considered from the point of view of packing 
and covering problems. Topics include the pack- 
ing of code-words, sphere-packings in Euclidean 
space and other geometrical packings, the packing 
and covering of subsets by subsets, packing and 
covering as optimization problems, and eigen- 
value methods for solving packing and covering 
problems. Papers attempt to trestf classical theory 
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as well as recent results. Papers based on lectures 
presented at a conference organized by the (Neth- 
erlands) Mathematical Centre in June 1978. Au- 
thor and subject indices. 

Sechrest, Lee, ET al., eds. Evaluation studies; Re- 
view annual. Volume 4. Beverly Hills and London: 
Sage, 1979. Pp. 766. $32.50. /EL 79-1197 

Forty-five selected works (eight previously un- 
published) involving the methodological and tech- 
nical Issues of program evaluations in various social 
sciences. Six parts: theory and philosophy of pro- 
gram evaluation (8 papers); alternative strategies 
and methodologies (8 papers); the technologies (se- 
lection, management of research persotmel, mea- 
surement problems, etc.) of evaluation (7 papers); 
evaluation studies (12 papers); unanticipated ef- 
fects of intervention (5 papers); and the use of the 
research findings (5 papers). Co-editors, all psy- 
chologists, include Stephen G. West, Melinda A. 
Phillips, Robin Redner, and William Yeaton. No 
index. 

Smith, Joel and Musolf, Lloyd D., eds. Legisla- 
tures in development; Dynamics of change in new 
and old states. Publications of the Consortium for 
Comparative Legislative Studies. Durham, N.C.; 
Duke University Press, 1979. Pp. xvi, 407. $19.75. 

JEL 79-1198 

Thirteen previously unpublished papers by po- 
litical scientists and sociologists on role of leg- 
islatures in developing countries in the develop- 
mental process, most originally presented at a 
conference held on 1 1-15 August 1975 at Carmel, 
California. In three Parts: Part one focuses on the 
features of larger systems that infiuence the exis- 
tence of the legislature, and parts two and three 
examine the consequences of legislative action and 
inaction. Contains studies of the "vulnerability” 
of legislatures in Thailand, Chile, and Africa, and 
the “resilience” of legislatures in Malaysia, Kenya, 
India, and Spain. Finds in part that although legis- 
latures are not the prime movers in the political 
process; legislatures are not inconsequential in bar- 
gaining and linkage arrangements; and further, 
the instability of many developing countries man- 
dates that no political institution can be “written 
off.” J, Smith is Professor of Sociology at Duke Uni- 
versity and L. D. Musolf is Professor of Political 
Science and Director, Institute of Governmental 
Affairs, University of California, Davis. Index. 

Stephenson, Geoffrey M. and Brotherton, 
Christopher J., eds. Industrial relations; A social 
psychological approach. Chichester, England; 
New York; Brisbane and Toronto: Wiley, 1979. Pp. 
xil, 412. $36.95. JEL 79-1199 


Sixteen previously unpuUiahed papers, by ex- 
perimental and social psydiologists and indurtrial 
relations researchers in Great Britain, Europe, and 
the United States. The editors, who provide intro- 
ductions to eight groups of chapters, are Professor 
of Social Psychology and Director of die Social 
Psychology Research Unit at "the University of 
Kent at (^terbury and lectured in psydiology 
at the University of Nottingham, respectively. Au- 
thor and subject indices. 

Summers, Gene F. and Selvik, Arne, eds. Non- 
metropolitan industrial growth and community 
change. Lexington, Mass., and Toronto; Heath, 
Lexington Books, 1979. Pp. xvii, 269. $23.00. 

JEL 79-1200 

Fifteen papers on industrial development in 
nonmetropolitan areas, originally presented at a 
seminar of the Rural Sociological Society (U.S.A.) 
in San Francisco in the summer of 1978. Part one 
reviews contemporary research emphases in Po- 
land, Great Britain, Scandinavia, the United States, 
and Western Europe. Part two focuses on the im- 
plications for local communities of the nonmetro- 
politan industrial growth phenomenon. Part three 
examines the impact in the host community pro- 
duced by in-migration of industry and the chang- 
ing economic base on community power and qual- 
ity-of-life. Part four consists of a set of four 
“working” papers describing European and U.S. 
data archives; a computerized model for project- 
ing the effects of large-scale energy projects on 
the economic and social systems of the nearby 
community; and the conceptual and theoretical 
implications of employing additive, multiplicative, 
and mixed models of social change. The editors 
are Professor of Rural Sociology, University of Wis- 
consin, Madison, and Director of the Institute of 
Industrial Economics, Bergen, Norway, respec- 
tively. No index. 

Yanowitch, Murray, ed. Soviet work attitudes; 
The issue of participation in management. White 
Plains, N.Y.: Sharpe; Oxford: Martin Robertson, 
1979. Pp. xiv, 133. $15.00. JEL 79-1201 

Six articles translated from Soviet sociological 
literature of the late 1960’s and 1970’s. Part one 
focuses on work attitudes and proposes three 
themes about the Soviet work experience — (1) cre- 
ative opportunities are “the single most important 
factor determining the attitude of the worker to- 
ward his position”; (2) work dissatisfaction reaches 
significant proportions of the young, the better 
educated, and women; and (3) the level of job satis- 
faction is not systemically related to work perfor- 
mance. Part two focuses on the issue of worker 
participation in mantigement, and the three arti- 
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des therein diacun (1) a proposal for elections of 
managerial personnel (2) the relationship be- 
tween work satisfaction and opportunities for 
worker participation In managerial functions, and 
(3) the necessity for "the functions of performing 
work and manag ing work be combined” in order 
to overcome fiafpnentation In the work process. 
Authors are V. A. Iadov, N. A. Aitov, A. A. Kissell, 
la. S. Kapeliush, N. I. Alekseev, and A. V. Tikho- 
nov. Includes an introduction by the editor, Mur- 
ray Yanowltch, Professor of Economics at Hofttra 
University. Published simultaneously as Vol. 8, no. 
4, of the IntemoHonal Journal of Sociology. 
Bibliography; no index. 

New Journals 

AEI Foreign Policy and Defense Review 

New Journal of the American Enterprise Insti- 
tute for Public Policy Research, issued ten times 
annually. The current issue (volume 1, no. 4) is 
devoted to an analysis of the 1980 defense budget 
and the 1980-84 defense budget, prepared by 
Lawrence J. Korb, which discusses the 1979 sup- 
plemental budget; the size, distribution, and total 
eflFects of the components of the 1980 budget; and 
reviews strategic various issues raised by the 
budget. Subscription rates; $18.00 for one year, 
$25.00 for two years; add $4.00 for foreign sub- 
scriptions. Individual copies available for $2.50. 
Write to: Grculation Department, c/o AEI, 1150 
17th Street. N.W., Washington. D.C. 20036. 

Akron Business and Economic Review 

Quarterly publication of the College of Business 
Administration of the University of Akron devoted 
to research in all tureas of economics and business, 
with emphasis placed on the applicability of the 
article to business practices. The Summer 1979 
issue (volume 10, number 2) includes articles on 
environmentalism, advertising agency services, 
option strategy returns and security volatility, con- 
flicts between social and private responsibilities, 
subordinate-supervisor relations, consumer satis- 
faction and marketing effectiveness, foil employ- 
ment and the exchange rate, use of academic ac- 
counting consultants, and a Monte Carlo approach 
to sensitivity analysis. Subscription rates are $6.00 
for one year, $11.00 for two, and $15.00 for three. 
Write to: Akron Business and Economic Review, 
Leigh Hall, The University of Akron, 302 E. 
Buchtel Avenue, Akron, OH 44325. 

Annales de I'Insee 

Quarterly publication of the Institut National 
de la Statistii/ue et des Etudes Economiques 
devoted to research in statistics and economics. 


The most recent double issue (Jamiary-June 1979, 
Nos. 33-34) includes five papers on acoimula- 
tion and dtitribution of wealth, including Guy H. 
Orcutt and James D. Smith on U.S. household 
wealth, Andr4 Masson and Dominique Strauss- 
Kahn on factors in wealth inequality (in French), 
Anthony B. Atkinson and Alan J. Harrison on 
wealth distribution in Britain, niilippe 1' Hardy 
on errors in measuring savings (in French), and 
Thomas Russell on the share of top wesdth holders. 
Essays in English have French and Spanish sum- 
maries; French essays contain the same in English 
and Spanish. Annuid subscription rates; lOOF in 
France, I20F outside France; single issues are 30F. 
Write to; Bureau d ' Information du Public, OEF, 
Tour Gamma A, 195, rue de Bercy, 75582 Paris, 
Cedex 12. 

Cuademos economicos de I. C. E. 

New quarterly published by the Spanish Minis- 
try of Conunerce, which presents articles in Span- 
ish on economics and allied social sciences. Issue 
number 2, 1977, includes two articles on trends 
in current economic thought on the supposed 
death of Keynesian economics (James Tobin, origi- 
nally published in Economic Inquiry, October 
1977) and on Marxist political economy (Josep M. 
Vegara). Also includes eight articles on the reap- 
pearance of political economy, one original paper 
by Enrique Lozano and five translations of previ- 
ously published articles by G. C. Harcourt, Mau- 
rice Dobb, F. H. Hahn, John Hicks, and an addi- 
tional comment by Harcourt, and four articles on 
monetarism, one original by Alfonso CarbaJo and 
the rest translations of published articles by John 
Hicks and Harry Johnson. Subscription rates; 250 
pesetas for a single issue and 400 pesetas for a 
double issue. Write to; Informatidn Comercial Es- 
panola, Almagro, 34, 4.* planta. Madrid-4. 

International Studies of Management and Organiza- 
tion 

Quarterly journal containing “translations of 
material that has appeared originally in scholarly 
joumab and books throughout the world." Volume 
8, number 4 (winter 1978-79), however, includes 
four previously unpublished papers from a semi- 
nar on new trends, approaches, and targets for 
strategic management; John A. Murray on a con- 
tingency model of strategic decision; Robert F. 
Pethia and Maurice Saiias on metalevel product- 
portfolio analysis; Danielle B Nees presents a de- 
scriptive model of the divestment decision pro- 
cess; and Jacques H. Horovltz on strategic control 
in Germany, Great Britain, and France. Annual 
subscription rates; $90.00 for institutions and 
$25.00 for Individuals associated with subscribing 
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iaftltutifmi. Write to: M. E. Sharpe, Inc., 901 North 
Broadway, White Plains, N.Y. 10603. 

Resourcet and Energy 

New quarterly publication devoted to interdiscl' 
plinary studies in the allocation of natural re- 
sources. The issue at hand (volume 1, No. 3, No- 
vember 1678) Includes four p^rs: Edward A. 
Hudson and Dale W. Jorgenson on the economic 
impact of policies to reduce U.S. energy growth; 
Ralph M. Rotty on future consequences for fossil 
fuels of atmospheric carbon dioxide; Gideon Fish- 
elson on investments in capital and leasing on nat- 
ural resource industries; and Clark W. Bullard, Pe- 
ter S. Penner, and David A. Pliati on combining 
process and input-output analysis. Annual sub- 
scription rates: $65.85 for institutions and $31.70 
for private subscribers (prepaid). Write to: North- 
Holland Publishing Company, Journal Division, P. 
O. Box 211, 1000 AE Amsterdam, The Nether- 
lands. 

Thrust 

New quarterly journal of the Association of 
Training and Employment Professionals providing 
a forum for those interested in the evolution of 
a comprehensive education and training policy be- 


tween all levdis of government as wdl as other 
labor market issues. The Winter 1978 issue (vol- 
ume 1, number 1) Includes eight papers on J<fo 
creation, focusing on its history, its relation to 
macro policy and foil em{doyment, and its effect 
on youth employment. Annual subscription rates; 
$17.00 .for individuals, $25.00 for institutions; 
$3.00 additional for subscriptions mtside the U.S. 
and Canada. Single issue price: $7.00. Write to; 
Redgrave Publidtiiig Company, 430 Manville 
Road, PleasantviUe, N.Y. 10570. 

Transport Economics and Operational Analysis 
Published for the Bureau of Transport Econom- 
ics by the Australian Government Publishing Ser- 
vice in Canberra. Issue no. 2, November 1976, con- 
tains three articles, a comment, and a reply; “The 
Evolution of Rolling Stock Replacements” (G. R. 
Carr and K. R. Mackay); “Mainline Rerailing Prin- 
ciples” (N. Gentle); “An Algorithm for the Optimal 
Lwation of Runway Exits” (E. Ellston, P. J. Kok, 
and R. J. Smailes); “Sensitivity of Transportation 
Benefits to Key Parameters — A Comment” (J. K. 
Stanley); and “Sensitivity of Transportation Bene- 
fits to Key Parameters — A Reply” (F. C. Keith). 
For information, write; Bureau of Transport Eco- 
nomics, Canberra, Australia. 


Editor’s Note 

The following persons assisted the editors in annotating these books: Mrs. Velma 
Hirsch, Mr. Michael S. Miller, and Mr. Serif Ulusoy (University of Pittsburgh); Dr. 
Patrick Litzinger (Robert Morris College); and Mr. Chandler Stolp (Camegie-Mellon 
University). 

Miss Sumru Altug, Mr. Kishore Kulkarni, Professor Asatoshi Maeshiro, and Mr. Serif 
Ulusoy (University of Pittsburgh) assisted the editors in classifying the following articles. 
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Acta Oeconomica, Vol. 19, No. 3-4, 1977 

• Btlint, J. Lenin o sootnosheniy ekonomiki i poll- 

tiki. (Lenin about the Relationship between 
Economy and Policy. In Russian. With English 
summary.) 

Becaky, R. Economic Development Orientation 
in Hungary — A Press Debate. 

• Csik6s-Nagy, B. Inflation Theory and Anti-Infla- 

tion Policy. 

• Drechtler, L. Problems of the Measurement and 

Planning of Efficiency in Hungary. 

• Erdfls, T. On the Changes of the Rate and Share 

of Profits. 

• Erdlit, P. and MolnAr, F. A Method for E)stlmat- 

ing the Income, Consumption and Savings of 
Social Croups. 

• Nemeth, K. Long-Term Foreign Economic Pol- 

icy and Development of the Production Struc- 
ture in Hungary. 

• Nyitrai, V. A Comparison of the Austrian and the 

Hungarian Industries. 

• Shmelev, N. Problems of an All-European Eco- 

nomic Cooperation. 

Accounting Review, Vol. 54, No. 3, July 1979 

Bentz, W. F. Computer Extended Reciprocal Al- 
location Methods. 

Blocher, E. Performance Efiects of Different Au- 
dit Staff Assignment Strategies. 

Brown, L. D. and Rozeff, M. S. The Predictive 
Value of Interim Reports for Improving Fore- 
casts of Future Quarterly Earnings. 

Chan, K. H.; Lam, S. F. and Tang, R. Probabilistic 
Approaches to Return on Investment and Resi- 
dual Income: A Conunent. 

Ferrara, W. L. ProbabiUstic Approaches to Re- 
turn on Investment and Residual Income; A Re- 
ply. 

Grove, H. D. and Savich, R. S. Attitude Research 
in Accounting: A Model for ReUability and VaUd- 
ity Considerations. 

Krogstad, J. L. and Dexter, D. S. National Auto- 
mated Accounting Research System — A Chal- 
lenge for Auditing Education. 

Lev, B. The Impact of Accounting Regulation on 
the Stock Market; The Case of Oil and Gas Com- 
panies. 

Mehl, A. G. and Lammen, L. E. A Report and 
Analysis of the Accountancy Faculty Recruiting 


Surveys of 1975-1978. 

Morley, M. F. The Value Added Statement in 
Britain. 

Vatter, W. J. State of the Art — Non-Business Ac- 
counting: Review Article. 

Zeff, S. A. Theory and “Intermediate” Account- 
ing. 

Zimmerman, J. L. The Costs and Benefits of Cost 
Allocations. 

Agricultural Economics Research, Vol. 31, No. 2, 
April 1979 

Belongia, M._ An Application of Ridge Regression 
with Verification of New Procedures. 
Brzozowski, L. A Systems Approach to U.S. 
Wheat Policy. 

Cantwell, J. R. Implications of Reimbursement 
Policies for the Location of Physicians. 

Salathe, L. An Empirical Comparison of Func- 
tional Forms for Engel Relationships. 

Schluter, G. and Lee, G. K. Changes in the Pres- 
entation of the National I/O Tables. 

Stuby, R. G. Structural Differentiation and Rural 
Development. 

American Economic Review, Vol. 69, No. 3, June 
1979 

• Bemdt, E. R. and Wood, D. O. Engineering and 

Econometric Interpretations of Energy-Capital 
Complementarity. 

• Bhagwati, J. N. and Wan, H., Jr. The "Stationar- 

ity” of Shadow Prices of Factors in Project Eval- 
uation, with and without Distortions. 

• Bhalla, S. S. Measurement Errors and the Perma- 

nent Income Hypothesis; Evidence from Rural 
India. 

• Butz, W. P. and Ward, M. P. The Emergence 

of Countercyclical U.S. Fertility. 

Connolly, M. and Dantas da Silveira, J. Ex- 
change Market Pressure in Postwar Brazil: An 
Application of the Girton-Roper Monetary 
Model. 

Cukieiman, A. The Relationship between Rela- 
tive Prices and the General Price Level; A Sug- 
gested Interpretation. 

• Dansby, R. E. and Willig, R. D. Industry Per- 

formance Gradient Indexes. 

Dyer, J. C., IV. and Maher, M. D. Capitalization 
of Intrajurisdictional Differences in Local Tax 
Prices; Comment. 
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Gardner, R. The Arrow-Lind Theorem in a Con- 
tinuum Economy. 

Hamilton, B. W. Capitalization of Intrajurisdic- 
tional Differences in Local Tax Prices; Reply. 
Henoch, G. and Fraenkel, M. Income and Substi- 
tution Ejects in the Two-Sector Open Econ- 
omy. 

• Hu, S. C. Social Security, the Supply of Labor, 

and Capital Accumulation. 

• Hutchens, R. M. Welfare, Remarriage, and Mari- 

tal Search. 

Jacobsen, S. E. On the Equivalence of Input and 
Output Market Marshallian Surplus Measures. 

• Kotlikoff, L. J. Testing the Theory of Social Secu- 

rity and Life Cycle Accumulation. 

• Kotowitz, Y. and Mathewson, F. Informative Ad- 

vertising and Welfare. 

• Levy, H. and Markowtiz, H. M. Approximating 

Expected Utility by a Function of Mean and Var- 
iance. 

Maital, S. Inflation Expectations in the Monetar- 
ist Black Box. 

Mayshar, J. Should Government Subsidize Risky 
Private Projects? Reply. 

McKenzie, G. W. Consumer’s Surplus without 
Apology; Comment. 

Medoff, J. L. Layoffs and Alternatives under 
Trade Unions in U.S. Manufacturing. 

Mirer, T. W. The Wealth-Age Relation among 
the Aged. 

• Musgrove, P. Permanent Household Income and 

Consumption in Urban South America. 

Seater, J. J. Job Search and Vacancy Contacts. 
Stewart, M. B. Should Government Subsidize 
Risky Private Projects? Comment. 

Willig, R. D. Consumer's Surplus without Apol- 
ogy; Reply. 

• Wolff, E. N. The Rate of Surplus Value, the Or- 

ganic Composition, and the General Rate of 
Profit in the U.S. Economy, 1947-67. 

Yitzhald, S. A Note on Optimal Taxation and Ad- 
ministrative Costs. 

American Economist, Vol. 23, No. 1, Spring 1979 

Ben-Zion, U. A Joint Product Approach to Capi- 
tal Market Elquilibrium. 

Berner, T. The Effect of Petroleum-Related 
News Shocks on Stock Prices. 

Bigman, D. Classification of Technical Change; 

Diagrammatic Illustration. 

Bumpass, D. L. The Derivation of the Price Elas- 
ticity of Demand from the Response of Total 
Revenue to Price Changes; A Conunent. 
Colander, D. A Note on Optimal Income Taxa- 
tion. 

Kamerschen, D. R. and Rubin, P. H. The Differ- 
ential Impact in Competition and Monopoly of 


a Change in Costs on Price and Quantity. 
Kennett,D. The Distribution of Unpriced Public 
Goods: A Framework with Some Empirical Re- 
sults for Police Services. 

Lee, B. S. A New Measurement of Income In- 
equality as an Economic and Social Index. 
Peake, <C. F. Contenqwrary'' Macroeconomics 
Texts: A Review. 

Ramenofiricy, S. D. and Shepherd, A. R. A Note 
Concerning a Basic Inconsistency between the 
Theory of Production and the Theory of Costs. 
Rizzo, M. J. The Effect of Crime on Residential 
Rents and Property Values. 

Sjoquist, D. L. An Analysis of Market Adjust- 
ments under a Price Floor. 

West, E. G. and Hafer, R. W. A note on Edu- 
cation, Alienation, and the Production Func- 
tion. 

Wickstrfim, B.-A. Prepensely Prejudicing Prefer- 
ences: Prologue to a Probe of Propaganda and 
Proselytizing. 

American Journal of Agricultural Economics, Vol. 
61, No. 2, May 1979 

• Arzac, E. R. and Wilkinson, M. A Quarterly Eco- 

nometric Model of United States Livestock and 
Feed Grain Markets and Some of Its Policy Im- 
plications. 

Bale, M. D. Distributional Aspects of Price Inter- 
vention. 

Bates, J. M.; Rayner, A. J. and Custance, P. R. 
Inflation and Farm Tractor Replacement in the 
U.S.: A Simulation Model. 

Belongia, M. Domestic Food Programs and 
Their Related Impacts on Retail Food Prices. 
Bishop, R. C. Endangered Species, Irreversibil- 
ity, and Uncertainty: A Reply. 

• Boehlje, M. and Griffin, S. Financial Impacts of 

Government Support Price Programs. 

• Chambers, R. G. and Just, R. E. A Critique of 

Exchange Rate Treatment in Agricultural Trade 
Models. 

• Devine, D. C. and Marion, B. W. The Influence 

of Consumer Price Information on Retail Pricing 
and Consumer Behavior. 

• Dobson, W. D. and Salathe, L. E. The Effects 

of Federal Milk Orders on the Economic Per- 
formance of U.S. Milk Markets. 

Drynan, R. G. A Note on the Use of Sample Esti- 
mates in Optimization Models. 

Furtan, W. H. and Bollman, R. Returns to Opera- 
tor Elducation in Saskatchewan Agriculture. 

• Furtan, W. H.; Nagy, J. G. and Storey, G. G. 

The Impact on the Canadian Rapeseed Industry 
from Changes in Transport and Tariff Rates. 
Gebremeskel, T. and Shumway, C. R. Farm Plan- 
ning and Calf Marketing Strategies for Risk Man- 


J590 Journal of Economic Literature 


■gement: An Application <rf Linear Program- 
ining and Staditi^ Dedsion Theory. 

GiOBth, G. R. and Meilke, K. D. Relationships 
among North American Fats and Oils Prices. 
HanUe, I. and Strand, I. Measurement of Eco- 
nomic Benefits for Potential Public Goods. 
Hayami, Y. Trade Benefits to AU: A Design of 
the B^ Import Liberalization in Japan. 
Hayenga, M. L. Risk Management in Imperfect 
Marlcets: Commodity Procurement Strategy in 
the Pood Manufacturing Sector. 

Jacobs, J. J. and Caster, G. L. Internalizing Exter- 
nalities of Phosphorus Discharges from Crop 
Production to Surface Water; Effluent Taxes ver- 
sus Uniform Reductions. 

• Just, R. £. and Pope, R, D. Production Function 

Estimation and Related Risk Considerations. 

• MoCalla, A. F. and Schmitz, A. Grain Marketing 

Systems: The Case of the United States versus 
Canada. 

Morgan, K. J. The Potential Impact of Changes 
in Income Distribution on Food Demand and 
Human Nutrition; Conunent. 

• Paris, Q. Revenue and Cost Uncertainty, Gener- 

alized Mean-Variance, and the Linear Comple- 
mentarity Problem. 

Pinstrup-Andetsen, P. The Potential Impact of 
Changes in Income Distribution on Food De- 
mand and Human Nutrition: Reply. 

Plaxico, J. S. and Kletke, D. D. The Value of Un- 
realized Farm Land Capital Gains. 

• Reiohelderfer, K, H. and Bender, F. E. Applica- 

tion of a Simulative Approach to Evaluating Al- 
ternative Methods for the Control of Agricul- 
tural Pests. 

Smith, V. K. and Knitilla, J. V. Endangered Spe- 
cies, Irreversibilities, and Uncertainty: A Com- 
ment. 

American Journal of Economics and Sociology, Vol. 
38, No. 3, July 1979 

Bonaparte, T. H. Multinational Corporations and 
Culture in Liberia. 

Chase, R. Structural-Functional Dynamics in the 
Analysis of Socio-economic Systems; Develop- 
ment of the Approach to Understanding the 
Processes of Systemic Change. 

Daniel, C., III. The Compatibility of Laissez- 
faire with Distributive Justice. 

Davis, J.C. and Hubbard, C.M. On the Measure- 
ment of Discrimination against Women. 

De Gregori, ’’T. R. In Perpetuity; Seme Reflec- 
tions on Literary Views of Land and Other 
Forms of Property. 

Gtvalakrithnan, C. Multinational Corporations, 
Nation-States and Ocean Resource Manage- 
ment: The Impact of the World’s 200-mile Eco- 


nomic Zone on Multinational and Natkmid De- 
velopment. 

Long, F. Hie Role of Social Scientific Inquiry in 
Technology Tranafisr. 

Niemi, A. W., Jr. Discrimination against Women 
Reconsidered. 

Renahaw, E. and Reeb, D. Government Budgets 
and Public Services: Some Criteria for Deter- 
mining the Sources and Levels of Public Goods, 
Including Transport Services. 

Stewart, J. B. and Hyclak, T. Ethnicity and Eco- 
nomic Opportunity. 

American Political Science Review, Vol. 73, No. 2, 
June 1979 

Jennings, E. T., Jr. Competition, Constituencies, 
and Welfare Policies in American States. 

American Real Estate and Urban Economics 
Association Journal, Vol. 6, No. 4, Winter 1978 
Diamond, D.-B., Jr. A Note on Inflation and Rela- 
tive Tenure Prices. 

Fullerton, D. J. and MacRae, C. D. FHA, Racial 
Discrimination and Urban Mortgages. 

Rubin, M.; Wagner, I. and Kamer, P, Industrial 
Migration; A Case Study of Destination by City- 
Surburban Origin within the New York Metro- 
politan Area. 

Thygenon, K. J. Hedging forward Mortgage 
Loan Commitments; The Option of Futures and 
a Future for Options. 

Weicher, J. C. New Home Affordability, Equity, 
and Housing Market Behavior. 

Wofford, L. E. A Simulation Approach to the Ap- 
praisal of Income Producing Real Estate. 

American Beal Estate and Urban Economics 
Association Journal, Vol. 7, No. 1, Spring 1979 
Case, F. E. Comment on "Multifamily Housing 
Demand” 

Case, F. E. The Attraction of Home Ownership. 
Epiey, D. and Bums, W. The Correct Use of Con- 
fidence Intervals and Regression Analysis in De- 
termining the Value of Residential Homes; A 
Reply. 

Fredland, J. E. and MacRae, C. D. FHA Multi- 
family Financial Failure; A Review of Ehnpirical 
Studies. 

Gloudemans, R. J. Confidence Intervals and the 
Evaluation of Regression Based Appraisal Mod- 
els. 

Kawaller, 1. C. Macroeconomic Determinants of 
Multifomily Housing Starts: A Descriptive Anal- 
ysis. 

Reid, G. and Schafer, R. Comment on “Multi- 
family Housing Demand” 

Rosen, K. T. A Regional Model of Multifunily 
Housing Starts. 
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StegBun, H. A. MuitiSunfiy Distrest: A Case Iot 
Nattonal Actloa. 

Stemlidft, G. and Burchett, R. W. Multitamtty 
Housiiig Demand: 1980-2000. 

Annali of the American Academy of Political and 
Social Science, Vol. 443, May 1979 

Berkowitz, M. Occupational Safety and Health. 
Greene, M. R. A Review and Evaluation of Se- 
lected Government Programs to Handle Bisk. 
Hall, C. P., Jr. Medical Malpractice Problem. 
Kro^,H.C. Guarantees against Loss to Transna- 
tional Corporations. 

Kunreuther, H. The Changing Societal Conse- 
quences of Risks from Natiural Hazards. 

Mehr, B. I. Changing Responsibility for Personal 
Risks and Societal Consequences: Premature 
Death and Old Age. 

Meurer, R M., Jr. Violent Crime Losses: Their 
Impact on the Victim and Society. 

Myers, R. J. Expansion or Contraction of Social 
Security; Serious Side Eiffects. 

O’Connell, J. No-Fault Insurance; What, Mi^y 
and Where? 

Schwcig, B. B. Products Liability Problem. 
Williams, C. A., Jr. Meeting the Risk of Unem- 
ployment: Changing Societal Responses. 

Zelten, R. A. Consequences of Increased Third- 
Party Payments for Health Care Services. 

Annals of Public and Co-operative Economy, Vol. 
50, No. 1, January-March 1979 
Angelopoulos, A. The Investment Crisis and the 
Approach of the Post-Keynesian Era. 
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No. 1, March 1979 

Arndt, H. W. and Sundrum, R. M. Civil Service 
Compensation in Indonesia: A Comment. 
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1079 
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H. E. L. Comparing the Dynamics of Canadian 
Macro Models. 

• Jump, G. V. The Quarterly Forecasting Model. 
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teur. (The Cost of Consumers’ Safety. With En- 
glish summary.) 

Kessler, D. and Strauss-Kahn, D. Epargne et in- 
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Lkr, L. Improvement of the System of Manage- 
ment of the Czechoslavak Economy. 

^edivec, V. Economic Integration among Ad- 
vanced Capitalist States. 

Suchy, J. Development of Socialism and Satisfac- 
tion of the Nece.ssities of Life. 
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Kvatemik, E. Sobre partidos y democracia en la 
Argentina entre 1955 y 1966. 

Sohvarzer, J. Estrategia industrial y grandes 
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Rogers, R. D. Commentary on “The Neglected 
Variety Drive.” 

Shimp, T. A. and Dyer, R. F. The Paln-Pill-Pleas- 
ure Model and Illicit Drug Consumption. 

Journal of Developing Areas, Vol. 12, No. 3, April 
1978 

Clawson, D. L. Intravillage Wealth and Peasant 
Agricultural Innovation. 

Fleuret, P. C. and Fleuret, A. K. Fuelwood Use 
in a Peasant Community: A Tanzanian Case 
Study. 

Forsyth, D. J. C. and Solomon, R. F. Restrictions 
on Foreign Ownership of Manufacturing Indus- 
try in a Less Developed Country; The Case of 
Ghana. 

Krane, D. Longitudinal Patterns of Centraliza- 
tion and Development: Testing Theories of Gov- 
ernment Organization. 

Schutjer, W. A. Agricultural Development Pol- 
icy and the Demographic Transition. 

Journal of Development Economics, Vol. 6, No. 1, 
March 1979 

Bamum, H. N. and Squire, L. An Econometric 
Application of the Theory of the Farm-House- 
hold. 

Bell, C. The Behaviour of a Dual Economy under 
Different ‘Closing Rules’ 

Bruno, M. Income Distribution and the Neoclas- 
sical Paradigm: Introduction to a Symposium. 
Lai, D. Indian Export Incentives. 

Lipton, M. ‘Perverse’ Responses by Factor Users 
to Factor Cost Changes: Need Policy Advisors 
Worry? 

LIuch, C. Models of Employment and Income 
Distribution. 

Michaely, M. Exports and Growth; A Reply. 
Monson, T. D. and Pursell, G. G. The Use of 
DRCs to Evaluate Indigenization Programs: The 
Case of the Ivory Coast. 

Taylor, L. and Lysy, F. J. Vanishing Income Re- 
distributions; Keynesian Clues about Model Sur- 
prises in the Short Run. 

Journal of Development Studies, Vol. 15, No. 2, 
January 1979 

Adams, D. W. and Nehman, C. I. Borrowing 
Costs and the Demand for Rural Credit. 
Blomqvist, A. G. Urban Unemployment and Op- 
timal Tax Policy in a Small, Open Dual Econ- 
omy. 

Franco, G. R. Domestic Credit and the Balance 
of Payments in Ghana. 

Giles, B. D. Economists in Government: The 
Case of Malawi. 

Higgins, B. Development Economics in the 


United States: A Rejoinder. 

Higgins, B. Development Economics in the 
United States; A Comment. 

Lam, N. V. Incidence of Agricultural Export Tax- 
ation in Papua New Guinea. 

Love, J. A Model of Trade Diversification Based 
on the Markowitz Model of Portfolio Analysis. 
Nafziger, E. W. Development Ek»>nomics in the 
United States; Reply. 

Nayyar, R. Rural Poverty in Bihar, 1961-62 to 
1970-71. 

Journal of Econometrics, Vol. 9, No. 3, February 
1979 

• Appelbaum, E. Testing Price Taking Behavior. 

• Belsley, D. A. On the Computational Competi- 

tiveness of Full-Information Maximum-Likeli- 
hood and Three-Stage Least-Squares in the Esti- 
mation of Nonlinear, Simultaneous-Equations 
Models. 

• Gupta, Y. P. and Maasoumi, E. Ommitted Varia- 

bles, Variability of Estimated Parameters and 
the Appearance of Autocorrelated Disturb- 
ances. 

• Hendry, D. F. The Behaviour of Inconsistent In- 

strumental Variables Estimators in Dynamic 
Systems with Autocorrelated Errors. 

• Klein, R. W. Optimal Instruments When the Dis- 

turbances are Small. 

Lancaster, T. Prediction from Binary Choice 
Models; A Note. 

• Phillips, P. C. B. The Sampling Distribution of 

Forecasts from a First-Order Autoregression. 

• Reinsel, G. FIML Estimation of the Dynamic Si- 

multaneous Equations Model with ARMA Dis- 
turbances. 

• Schmidt, P. and Lovell, C. A. K. Estimating 

Technical and Allocative Inefficiency Relative 
to Stochastic Production and Cost Frontiers. 

Journal of Econometrics, Vol. 10, No. 1, April 1979 

• Berzeg, K. The Error Components Model; Con- 

ditions for the Existence of the Maximum Likeli- 
hood Eistimutes. 

• Buse, A. Goodness-of-Fit in the Seemingly Unre- 

lated Regressions Model; A Generalization. 

• Farebrother, R. W. Estimation with Aggregated 

Data. 

• Gourieroux, C. and Monfort, A. On the Charac- 

terization of a Joint Probability Distribution by 
Conditional Distributions. 

• Guilkey, D. K. and Schmidt, P. Some Small Sam- 

ple Properties of Estimators and Test Statistics 
in the Multivariate Logit Model. 

• Neftci, S. N. Modeling the Price Side of Econo- 

metric Modeb: An Analysis of the Underlying 
Hypotheses. 

• Nelson, H. L., Jr. and Granger, C. W. J. Experi- 
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ence with Using the Box-Cox Transformation 
when Forecasting Economic Time Series. 

• Srivastava, V. K. and Dwivedi, T. D. Estimation 

of Seemingly Unrelated Regression Equations; 
A Brief Survey. 

• Swamy, P. A. V. B. and Mehta, J. S. Elstimation 

of Common Coefficients in Two Regression 
Equations. 

• Taub, A. J. Prediction in the Context of the Vari- 

ance-Components Model. 

• Toyoda, T. and Wallace, T. D. Pre-Testing on 

Part of the Data. 

• Wills, J. Technical Change in the U.S. Primary 

Metals Industry. 

Journal of Economics and Business, Vol. 31, No. 3, 
Spring/Summer 1979 

Barry, C. B. and Radcliffe, R. C. Bayesian Model- 
ing of Alternative Specifications in Portfolio 
Analysis. 

Gallagher, D. G. and Hackleman, E. C. Iso- 
quants, Collective Bargaining, and Public School 
Resource Allocation. 

Hagerman, R. L. anct Ruland, W. The Accuracy 
of Management Forecasts and Forecasts of Sim- 
ple Alternative Models. 

Hawawini, G. A. and Michel, P. A. An Assess- 
ment of Risk in Thiimer Markets: The Belgian 
Case. 

King, A. T. Estimation of a Linear Expenditure 
System for the United States in 1973. 

Lovins, W. G.; Johnson, K. H. and Shannon, 
D. S. Effects of Differential Tax Rates on Re- 
alized Returns from Portfolios Formed via 
Markowitz Allocation. 

McCafferty, S. Wage Dispersion and Job Search 
Behavior. 

McKenzie, J. A. Direct Earnings and Induced 
Deposit Effects of Variable-Rate Mortgages. 
Oppenheimer, M. Time as a Scarce Resource in 
Economic Planning. 

Sickles, R. C.; Schmidt, P. and Witte, A. D. 
An Applicabon of the Simultaneous Tobit 
Model: A Study of the Determinants of Criminal 
Recidivism. 

Tapon, F. and Vander Weide, J. Effectiveness of 
Regulation in the Electric Utility Industry. 

Journal of Economic History, Vol. 39, No. 2, June 
1979 

• Berlow, R. K. The Sailing of the "Saint Esprit” 

• Chamberlin, C. Bulk Eixports, Trade Tiers, Regu- 

lation, and Development: An Economic Ap- 
proach to the Study of West Africa’s "Legitimate 
Trade.” 

Cohen, J. S. Conflict on the Left: Marxist Econo- 
mists and the Friendly Enemy. 

Curran, C. and Johnston, J. The Antebellum 


Money Market and the Economic Impact of the 
Bank War: A Comment. 

• Field, A. J. Economic and Demognqshic Deter- 

minants of Educational Commitment: Massa- 
chusetts, 1855. 

• Fraundorf, M. N. The Labor Force Participation 

of Tum-of-the-Century Married Women. 

• Gregory, P. R. The Russian Balsmce of Payments, 

the Gold Standard, and Monetary Policy; A His- 
torical Example of Foreign Capital Movements. 
Olmstead, A. L. The Diffusion of die Reaper: 
One More Timel 

• Overton, M. Estimating Crop Yields from Pro- 

bate Inventories: An Example from Eiast Anglia, 
1581!H735. 

Sushka, M. E. The Antebellum Money Market 
and the Economic Impact of the Bank War; A 
Reply. 

Journal of Ekxmomic Issues, Vol. 13, No. 2, June 
1979 

Burch, P. H., Jr. Ownership and Control of 
American Corporations; Comment. 

Carroll, T. M.; Ciscil, D. H. and Chisholm, R. K. 
The Market as a Commons: An Unconventional 
View of Property Rights. 

Craypo, C. Markets: Actual and Potential; Com- 
ment. 

Cypher, J. M. The Transnational Challenge to 
the Corporate State. 

Dagum, C. Methods and Data in Economic In- 
quiry: Comment. 

Davidson, L. S. Large Changes; Pitfalls in Ekxino- 
metric Practice. 

Dugger, W. M. The Reform Method of John R. 
Commons. 

Edwards, C. D. The Multimarket Enterprise and 
Economic Power: Remarks upon Receipt of the 
Veblen-Commons Award. 

Felton, J. R. Markets; Actual and Potentisd; Com- 
ment. 

Ceorgescu-Boegen, N. Methods in Economic Sci- 
ence. 

Grossack, I. M. *1110 Corporate State: Its Manifes- 
tations and Containments; Comment. 

Hill, L. E. Methods and Data in Economic In- 
quiry: Comment. 

Hoffman, A. C. Ownership and Control of Amer- 
ican Corporations: Comment. 

Kottke, F. Six Misconceptions of Procompetition 
Policy. 

Kotz, D. M. The Significance of Bank Control 
over Large Corporations. 

Leonard, W. N. Ownership and Control of Amer- 
ican Corporations; Comment. 

Loescher, S. M. Limiting Corporate Power. 
Lovett, W. A. A Problem of Imagination; Na- 
tional Policy toward Multibank Integration. 
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Martfn, D. D. Our Changing Order. 

Mafthuon, O. B. and Campbell, G. R Social Net- 
work Analytis: Suggested Applications to Eco- 
nomic Control. 

Nelson, P. B. Contracts between a Finn and Its 
Constituents during Bankruptcy Crises. 
Nowotny, K. Private Property: With or without 
Power. 

Peterson, H. D. Clarence E. Ayres Memorial Ses- 
sion: Nonmarket Corporate Control Networks: 
Comment. 

Reinemer, V. Stalking the Invisible Investor. 
Samuels, W. J. Clarence E. Ayres Memorial Ses- 
sion: Nonmarket Corporate Control Networks: 
Comment. 

Smith, R. E. A Theory for the Administered Price 
Phenomenon. 

Sobel, 1. Adam Smith: What Kind of Institutional- 
ist Was Hep 

Stevens, R. W. The Corporate State: Its Manifes- 
tations and Containments; Comment. 

Taliaferro, R. T. Clarence E. Ayres Memorial Ses- 
sion: Nonmarket Corporate Control Networks: 
Comment. 

Journal of E^nomic Literature, Vol. 17, No. 2, June 
1979 

Boland, L. A. A Critique of Friedman's Critics. 
Comanor, W. S. and Wilson, T, A. The Effect 
of Advertising on Competition: A Survey. 
Leibenstein, H. A Branch of Economics is Miss- 
ing; Micro-Micro Theory. 

Journal of Economic Studies, Vol. 6, No. 1, May 1979 

Abbott, G. C. Recent Developments in the Inter- 
national Monetary System and Their Implica- 
tions for International Ek;onomic Relations. 
Baker, A. J. Growth and Valuation in 'Manage- 
rial' Theory: An Alternative View. 

Currie, L. Is There an Urban Bias? Critique of 
Michael Upton's Whj/ Poor People Stay Poor. 
Dumas, L. J. Armament, Disarmament and Na- 
tional Security: A Theoretical Duopoly Model 
of the Arms Race. 

Hargreaves-Heap, S. P. The Post-War Interna- 
tional Business Cycle. 

Stein, L. Dependence Theories and Underdevel- 
opment. 

Journal of Economic Theory, Vol. 19, No. 2, 
December 1978 

• Calvo, G. A.' On the Indeterminacy of Interest 

Rates and Wages with Perfect Foresight. 

Daniel, T. E. Pitfalls in the Theory of Fairness — 
Comment. 

• Gale, D. M. The Core of a Monetary Economy 

without Trust. 


• Green, J. and Laffont, J.-J. Satisfactory Mecha- 

nisnu for Environments with Consumption 
Lower Bounds. 

• Guesnerie, R and Laffont, J.-J. Taxing Price 

Makers. 

Hartfiel, D. J. Some Error Estimates in Matrix 
Economic Models. 

• Jaynes, G. D. Equilibria in Monopolistically 

Competitive Instu-ance Markets. 

• Johansen, L. On the Theory of Dynamic Input- 

Output Models with Different Time Profiles of 
Capital Construction and Finite Life-Time of 
Capital Equipment. 

Kramer, G. H. Robustness of the Median Voter 
Result. 

• Miyao, T. A Probabilistic Model of Location 

Choice with Neighborhood Effects. 

• MUIler, H. and Sehweizer, U. Temporary Equi- 

librium in a Money Economy. 

Nermuth, kf. Minimal Conditions for Upper- 
Hemicontinuity of the Choice Correspondence. 

• Novshek, W. and Sonnenschein, H. F. Cournot 

and Walras Equilibrium. 

Patel, N. R. and Subrahmanyam, M. G. Utility 
Theory and Participation in Unfair Lot- 
teries. 

Pope, R. D. and Just, R. E. A General Ekjuilib- 
rium Model of Production with a Random Mar- 
ginal Rate of Substitution. 

Richelson, J. T. A Characterization Result for the 
Plurality Rule. 

• Sakai, Y. A Simple General Equilibrium Model 

of Production: Comparative Statics with Price 
Uncertainty. 

• Sehweizer, U. A Spatial Version of the Nonsubsti- 

tution Theorem. 

• Shorrocks, A. Income Inequality and Income Mo- 

bility. 

• Ulph, D. On Labour Supply and the Measure- 

ment of Inequality. 

• Weymark, J. A. On Pareto-Improving Price 

Changes. 

Journal of Economic Theory, Vol. 20, No. 1, Feb- 
ruary 1979 

• Cass, D.{ Okuno, M. and Zilcha, 1. The Role of 

Money in Supporting the Pareto Optimality of 
Competitive Equilibrium in Consumption-Loan 
Type Models. 

Cheng, H.-C. Linear Economies Are “Gross Sub- 
stitute” Systems. 

• Cohen, L. Cyclic Sets in Multidimensional Vot- 

ing Models. 

• Kalai, E.; Postlewaite, A. and Roberts, J. A Group 

Incentive Compatible Mechanism Yielding 
Core Allocations. 

• Krept, D. M. and Porteus, E. L. Temporal von 
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NeiutUum-Morgenstem aiul Induced Prefer- 
ences. 

Sandberg, I. W. Correction to “A Note on Market 
Equilibrium with Fixed Supply” 

Schmeidler, D. A Bibliographical Note on a 
Theorem of Hardy, Littlewood, and Polya. 

# Welch, R. L. The Representation of Shadow Val- 
ues in Resource Allocation Teams. 

Yuir, K. K. On die Existence of a Unique and 
Stable Market Equilibrium. 

Journal of Economic Theory, Vol. 20, No. 2, April 
1979 

Boylan, E. S. On the Avoidance of Elxtinction in 
One-Sector Growth Models. 

e Harris, M. and Raviv, A. Optimal Incentive Con- 
tracts with Imperfect Information. 

Kim, K. H. and Roush, F. W. Characterization 
of Certain Choice Functions. 

a Kwon, Y. K.; Fellingham, J. C. and Newman, 
D. P. Stochastic Dominance and Information 
Value. 

a Little, J. T. Indirect Preferences. 

a Makowski, L. Value Theory with Personalized 
Trading. 

a Richter, M. K. Duality and Rationality. 

Zajac, E. E. Dupuit-Marshall Consumer’s Sur- 
plus, Utility, and Revealed Preference. 

Journal of Energy and Development, Vol. 4, No. 
2, Spring 1979 

Al-Chalabi, F. and Al-Janabi, A. Optimum Pro- 
duction and Pricing Policies. 

Dailami, M. Inflation, Dollar Depreciation, and 
OPEC’s Purchasing Power. 

El Serafy, S. ’The Oil Price Revolution of 1973- 
1974. 

Jaidah, A. M. Downstream Operations and the 
Development of OPEC Member Countries. 

Mead, W. J. An Economic Analysis of Crude Oil 
Price Behavior in the 1970s. 

Noreng, 0. Friends or Fellow Travelers? The 
Relationship of Non-OPEC Exporters with 
OPEC. 

Ortiz, R. G. The World Energy Outlook in the 
1980s and the Role of OPEC. 

Pindyck, R. S. Some Long-Term Problems in 
OPEC Oil Pricing. 

Shihata, I. F. I. OPEC Aid, the OPEC Fund, and 
Cooperation with Commercial Development Fi- 
nance Sources. 

Journal of Environmental Economics and Man- 
agement, Vol. 6, No. 1, March 1979 

Abelson, P. W. Property Prices and the Value 
of Amenities. 


Beavis, B. Optimal Pollution in die Preaenod of 
Ac^ustment Coats. 

Rinaldi, S.; Soncfaii-Sesaa, R. and Whhiaton, A. B. 
Stable Taxation Schemes in Regional Environ- 
mental Management. 

Sarhan, M. E.; Howitt, R. E. and Moore, C. V. 
Pesticide Resistance ExtemkliUes and Optimal 
Mosquito Management 

’Thompson, W. A., et ml. Evaluation of Alterna- 
tive Forest System Management Policies; ’The 
Case of the Spruce Budworm in New Brunswick. 

Journal of Environmental Economics and Man- 
agement, Vol. 6, No. 2, June 1979 

Fischel, W, A. Determinants of Voting on Envi- 
ronmental Quality: A Study of a New Hampshire 
Pulp Mill Referendum. 

Hochman, E. and Zilberman, D. Two-Goal Ejivi- 
ronmental Policy; An Integration of Micro and 
Macro ad hoc Decision Rules. 

McConnell, K. E. and Sutinen, J. C. Bioeconomic 
Models of Marine Recreational Fishing. 

Mendelsohn, R. and Orcuti, G. An Empirical 
Analysis of Air Pollution Dose-Response Curves. 

Plourde, C. Diagrammatic Representations of 
the Exploitation of Replenishable Natural Re- 
sources: Dynamic Iterations. 

Yaron, D. A Model for the Analysis of Seasonal 
Aspects of Water Quality Control. 

Journal of Finance, Vol. 34, No. 2, May 1979 

Aliber, R. Z. New Techniques for Assessing Inter- 
national Risk: Discussion. 

Benninga, S. Capital Market Theory: Discussion. 

Benninga, S. General Equilibrium with Financial 
Markets: Existence, Uniqueness, and Implica- 
tions for Corporate Finance. 

Bhattacharya, S. Financial Markets and Business 
Finance: Discussion. 

Bierwag, G. O. and Khang, C. An Immunization 
Strategy Is a Minimax Strategy. 

Bluer, S. A. Multiperiod Financial Models: Dis- 
cussion. 

Castanias, R. P., II. Macroinformation and the 
Variability of Stock Market Prices. 

Chen, A. H. and Kim, E H. ’Theories of Corpo- 
rate Debt Policy: A Synthesis. 

Cooper, I. A. and Carleton, W. T. Dynamics of 
Borrower-Lender Interaction: Partitioning Fi- 
nal Payoff in Venture Capital Finance. 

Fielitz, B. D. Empirical Research on Capital Mar- 
kets: Discussion. 

Fisk, C. and Rimlinger, F. Nonparametric Esti- 
mates of LDC Repayment Prospects. 

Fromm, G. and Ciccolo, J. ”q” and the Theory 
of Investment. 
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Goldman, M. B.; Sotin, H. B. and Shepp, L. A. 
On Contingent Oaims That Insure Ex-post Op- 
timal Stock Market Timing. 

Goldman, M. B. Anti-Diversification or Optimal 
Programmes for Infrequently Revised Portfol- 
ios. 

Goodman, S. H. Foreign Exchange Rate Fore- 
casting Techniques: Implications for Business 
and Policy. 

Hamada, R. S. Financial Theory and Taxation in 
an Inflationary World: Some Public Policy Issues. 
Ingersoll, J. Multiperiod Financial Models: Dis- 
cussion. 

Jordan, J. L. Monetary Policy: Assessing the 
Bums Years: Discussion. 

Kon, S. J. and Lau, W. P. Specification Tests for 
Portfolio Regression Parameter Stationarity and 
the Implications for Empirical Research. 
Lombra, R. E. Monetary Policy: Assessing the 
Burns Years: Discussion. 

Long, J. B., Jr. State-of-the-Art Studies in Finan- 
cial Theory: Discussion. 

Malldel, B. C.; von Furstenberg, G. M. and Wat- 
Mn, H. S. Expectations, Tobin's q, and Industry 
Investment. 

Malldel, B. G. The Capital Formation Problem 
in the United States. 

Mayer, T. Monetary Policy: Assessing the Bums 
Years: Discussion. 

Pettit, R. R. Empirical Research on Capital Mar- 
kets: Discussion. 

Pierce, J. L. The Political Economy of Arthur 
Bums. 

Poole, W. Bumsian Monetary Policy: Eight Years 
of Progress? 

Reinhart, W. J. The Channels of Influence of To- 
bin-Brainards “q“ on Investment: Discussion. 
Schwartz, E. S. State-of-the-Art Studies in Finan- 
cial Theory: Discussion. 

Scott, J. H., Jr. The Tax Effects of Investment 
in Marketable Securities on Firm Valuation. 
Thompson, R. Financial Markets and Business 
Finance: Discussion. 

Journal of Finance, Vol. 34, No. 3, June 1979 

• Bowman, R. G. The Theoretical Relationship be- 

tween Systematic Risk and Financial (Account- 
ing) Variables. 

Burt, J.; Kaen, F. R. and Booth, G. G. Foreign 
Exchange Market Efficiency under Flexible Ex- 
change Rates: Reply. 

Ederington, l5. H. Aspects of the Production of 
Significant Financial Research. 

Eubank, A. A., Jr. and Zumwalt, J. K. An Analysis 
of the Forecast Error Impact of Alternative Beta 
Adjustment Techniques and Risk Classes. 

* Feni, M. G. and Jones, W. H. Determinantrof 


Financial Structure: A New Methodological Ap- 
proach. 

Firth, M. The Relationship between Stock Mar- 
ket Returns and Rates of Inflation. 

• Garbade, K. D. and Silber, W. L. Structural Or- 

ganization of Secondary Markets: Clearing Fre- 
quency, Dealer Activity and Liquidity Risk. 

• Garcia, C. and Pak, S. The Ratio of Currency to 

Demand Deposits in the United States. 
Goldman, M. B. and Beja, A. Market Prices vs. 
Equilibrium Prices: Returns’ Variance, Serial 
Correlation, and the Role of the Specialist. 
Grube, R. C.; Joy, O. M. and Panton, D. B. 
Market Responses to Federal Reserve Changes 
in the Initial Margin Requirement. 

Holmes, A. B. and Kwast, M. L. Interest Rates 
and Inflationary Expectations: Tests for Struc- 
tural Change, 1952-1976. 

Joehnk, M. D. and Kidwell, D. S. Comparative 
Costs of Competitive and Negotiated Under- 
writings in the State and Local Bond Market. 
Kidwell, D. S. and Trzcinka, C. A. The Risk 
Structure of Interest Rates and the Penn-Cen- 
tral Crisis. 

Laber, G. The Effect of Bond Refunding on 
Shareholder Wealth: Comment. 

Latan^, H. A. and Jones, C. P. Standardized 
Unexpected Earnings — 1971-77. 

Livingston, M. The Effect of Bond Refunding on 
Shareholder Wealth: Comment. 

Miles, M. A. and Wilford, D. S. Foreign Ex- 
change Market Efficiency under Flexible Ex- 
change Rates: Comment. 

• Praetz, P. D. Testing for a Flat Spectrum on Effi- 

cient Market Price Data. 

Sealey, C. W., Jr. Credit Rationing in the Com- 
mercial Loan Market: Estimates of a Structural 
Model under Conditions of Disequilibrium. 
Singer, R. F. Endogenous Marginal Income Tax 
Rates, Investor Behavior and the Capital Asset 
Pricing Model. 

• Smidt, S. A Bayesian Analysis of Project Selection 

and of Post Audit Evaluations. 

Yawitz, J. B. and Anderson, J. A. The Effect of 
Bond Refunding on Shareholder Wealth: Reply. 

Journal of Financial Economics, Vol. 6, No. 4, 
December 1978 

Elton, E. J. and Gruber, M. J. Taxes and Portfolio 
Composition. 

Langetieg, T. C. An Application of a Three-Fac- 
tor Performance Index to Measure Stockholder 
Gains from Merger. 

• Miller, M. H. and Scholes, M. S. Dividends and 

Taxes. 

Morgan, I. G. Market Proxies and the Condi- 
tional Prediction of Returns. 
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Joumid Financial Economics, Vol. 7, No. 1, March 
1979 

• 

• Geske, R. The Valuation of Compound Options. 

• Goldman, M. B. and Sosin, H. B. Information 

Dissemination, Market Efficiency and the Fre- 
quency of Transactions. 

Kim, E. H.; Lewellen, W. G. and McConnell, 
J. J. Financial Leverage Clienteles: Theory 
and Evidence. 

• Mayers, D. and Rice, E. M. Measuring Portfolio 

Performance and the Ejnpirical Content of As- 
set Pricing Models. 

Journal of Human Resources, Vol. 14, No. 1, Winter 

1979 

• Borjas, G. J. Job Satisfaction, Wages, and Unions. 

• Burkhauser, R. V. The Pension Acceptance Deci- 

sion of Older Workers. 

• Corcoran, M. and Duncan, G. J. Work History, 

Labor Force Attachment, and Beamings DiBFer- 
ences between the Races and Sexes. 

Graves, P. E. Income and Migration Revisited. 
King, A. G. A Note on Lucas's Critique of the 
Human Capital Model. 

• Levy, F. The Labor Supply of Female Household 

Heads, or AFDC Work Incentives Don’t Work 
Too Well. 

• Link, C. R. and Ratledge, E. C. Student Percep- 

tions, I.Q. and Achievement. 

Moffitt, R. A. Cumulative EflFective Tax Rates 
and Guarantees in Low-Income Transfer Pro- 
grams. 

• Quinn, J. F. Wage Differentials among Older 

Workers in the Public and Private Sectors. 

Journal of Human Resources, Vol. 14, No. 2, Spring 
1979 

• Baumer, D. C.; Van Horn, C. E. and Marvel, M. 

Explaining Benefit Distribution in CETA Pro- 
grams. 

• Blau, F. D. and Hendricks, W. E. Occupational 

Segregation by Sex: Trends and Prospects. 
Bloch, F. E. Labor Turnover in U.S. Manufactur- 
ing Industries. 

Bloch, F. E. and Smith, S. P. Human Capital and 
Labor Market Employment: Errata and Exten- 
.sion. 

• Cooney, R. S. Intercity Variations in Puerto Ri- 

can Female Participation. 

Jones, E. B. and Long, J. E. Human Capital and 
Labor Market Employment: Additional Evi- 
dence for Women. 

Link, C. R. and Settle, R. F. Labor Supply Re- 
sponses of Married Professional Nurses: New Ev- 
idence. 

• Moon, M. The Incidence of Poverty among the 

Aged. 


• Smith, R. S. The Impact of OSHA Inq;>ectlons 

on Manufiacturing Injury Rates. 

Solon, G. Labor Supply Effects of Extended Un- 
employment Benefits. 

Journal of International Buainew Studies, Vol. 9, No. 
3, Winter 1978 

Agodo, O. The Determinants ' of U.S. Private 
Manufacturing Investments in Africa. 
Andetton, R. D.; Engledow, J. L. and Becker, H. 
Advertising Attitudes in West Germany and the 
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Kanniainen, V. Rahoitusmarkldnoiden toimin- 
nasta ja kehittamisesta Suomessa. (The Func- 
tioning and Development of the Financial Mar- 
ket in Finland. With English summary.) 

Morri, P. Eliikkeista ja niiden rahoittamisesta. 
(On Pensions and the Financing of Pensions. 
With English summary.) 

Bistimliki, J. Kykenemmenkd johdonmukaiseen 
teoUisuuspoUttiseen Unjanvetoon? (Is Finland 
Able to Assume a Consistent Industrial Policy 
Strategy? With Ejiglish summary.) 

Kansantaloudellinen Aikakauskirja, Vol. 75, No. 2, 
1979 

Ali-Melkkilii, M. Suomalaisen pankkikilpailun pi- 
irteitii. (Aspects of Interbank Competition in 
Finland. With ELnglish summary.) 

Grdnlund, P. Tyo on jatko-opiskelua. 

Hiiiniiliiinen, H. Taloudellisen tutkimuksen arki- 
pSivaa Puolassa. 

Korkman, S. Finanssipolitiikka ja tydttbmyyson- 
gelma. (Fiscal Policy and the Unemployment 
Problem. With English summary.) 

Pekkarinen, J. ttnd Suvanto, A. 1970-luvun tal- 
ouspolitiikan keskeiset vaiheet. (Economic Pol- 
icy in the I970’s. With English summary.) 

VSisiinen, J. Finanssipolitiikan Arkhimedeen 
laid? (Archimedes’ Law in Fiscal Policy? With 
English summary.) 

Kokumin-Keizai Zasshi, Vol. 139, No. 3, March 1979 

Ichihara, K. Dynamish orientierte Betriebsso- 
ziologie. (In Japanese.) 

Maruya, R. Zur gegenwartigen Vermdgenspoli- 
tischen Diskussion. (In Japanese.) 

Mizuno, T. Development of the Small Business 
Theory. (In Japanese.) 


Yamagudil, M. Population Growth and Eco- 
nomic Development in Japan; A Comparison of 
Some Econometric Analyses. (In Japanese.) 

Yoshihora, H. Information Processing and Own- 
erships Policy in Multinational Enterprises. (In 
Japanese.) 

Kokumin-Keizai Zasshi, Vol. 139, No. 4, April 1979 

Fatatsugi, Y. On Reciprocal Shareholdings. (In 
Japanese.) 

Nakatani, T. Price Competition and Technical 
Choice. (In Japanese.) 

Takahashi, S. An Examination of Page’s Fertility 
Model by Using Japanese and Swedish Fertility 
Datsu (In Japanese.) 

Tani, T. Control of Divisional Investment Per- 
formance. (In Japanese.) 

Toyoda, T. Phillips Curves: A Survey. (In Japa- 
nese.) 

YoshOiara, H. Strategy and Ownership of Multi- 
national Elnterprises — Electric Machinery In- 
dustry. (In Japanese.) 

Konjunkturpolitik, Vol. 25, No. 1, 1979 

• Genosko, J. Die Arbeitslosenquote->ein Kon- 

zept mit Miingeln Dargestellt am Beispiel 
Ostbayems. (The Rate of Unemployment — 
An Imperfect Concept Illustrated by the 
Example of E)astem Bavaria. With Ejvglish sum- 
mary.) 

Miiller-Heine, K. Struktuelie Arbeitslosigkeit — 
Abgrenzung und Faktoren. (Structural Unem- 
ployment — Delimitation and Factors. With En- 
glish summary.) 

• Tomann, H. Cesamtwirtschaftliche Wirkungen 

der UmweltpoUtik. (Elconomic Impact of Pollu- 
tion Control Policies. With English summary.) 

Kiedit und Kapital, Vol. 12, No. 2, 1979 

Fazio, A. Monetary Policy in Itsdy from 1970 to 
1978. 

Feder, G. and Just, R. E. Optimal International 
Borrowing Capital Allocation and Credit- 
Worthiness Control. 

Heinevetter, B. Liquiditatsschafiung und-ver- 
mittlung an den EurowHumigsmSrkten und die 
Struktur des internationalen Bankensystems. 
(Creation and Supply of Liquidity on the Euro- 
currency Markets and the Structure of the Inter- 
natioiud Banking System. With English sum- 
mary.) 

Kriimmel, H.-J. Bedingungen (lir die Schwan- 
kungen der Goldpreise im Spiegel der Markt- 
berichterstattung. (Conditions Governing Gold 
Price Fluctuations as Reflected in Market Re- 
ports. With Elnglish summary.) 
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Rudoipfa, B. ZlniSiideningirislken iind die Str«- 
tegie der durchichnittUcheii SelbstUquidation- 
speriode. (Hie Risks of Interest-Rate Changes 
and the Strategy of the Self-Liquidation Period. 
With En^ish summary.) 

Kyklot, Vol. 32, No. 1/2, 1979 

• Bemholz, P. Flexible Exchange Rates, Employ- 

ment and Inflation in a Small Country. 

■ Blattner, N. Hindemisse auf dem Weg zur VoU- 
beschiltftigung. (Obstructions in the Road to Full 
Employment.) 

• Blflmle, G. WirtschaRliche Entwicklung und 

personelle Einkommensverteilung in E^twick- 
lungsliindern. (Economic Development and 
Personal Income Distribution in Developing 
(Countries.) 

• Bomer, S. Who Has the Right Policy Perspective, 

the OECD or Its Monetarist Critics? 

• Frey, B. S. Economic Policy by Constitutional 

Contract. 

• Frey, R. L. and Hill, W. Volkswirtschaftslehre 

und Betriebswirtschaftslehre; Ekitwicklungsten- 
denzen und Kooperationsmttglichkeiten. (Ek;o- 
nomics and Business Administration; Trends and 
Possibilities of Cooperation.) 

• Gahlen, B. Preis- und Mengeneffekte in kur- 

zund langinstiger Analyse. (The Elffects of Price 
and Quantity in a Short- and Long-Term Analy- 
sis. 

• Cerfin, H. Arbeitslosigkeitstypen und Einkom- 

mensverteilung in der "Neuen Makrodkonomis- 
chen Theorie." (Types of Unemployment and 
Income Distribution in the “New Macroeco- 
nomics.”) 

• Giersch, H. MSrkte und Unternehmen in der 

wachsenden weltwirtschafl. (Markets and Busi- 
ness Enterprises in the Growing World Econ- 
omy.) 

• Guth, H.; Kugler, P. and Zehnder, R. Zu einigen 

neuen Entwicklungen in der Schatzung von 
Time-Lag-Stnikturen. (On Some New Develop- 
ments in the Calculation of Time-Lag Struc- 
tures.) 

• KBnig, H. Zur Bildung von Preiserwartungen: 

E)in multivariates log-lineares Wahrscheinlich- 
keitsmodell. (The Formation of Price Expecta- 
tions: A Multivariate Log-Linear Probability 
Model.) 

• Krauss, M. B. and Baumol, W. J. Guest Workers 

and Income-Transfer Programs Financed by 
Host Ck>vefhments. 

• Krelle, W. The Way out of Unemployment: 

Change of Group Behaviour. 

• I&engel, R. Die AnRinge der Input-Output- 

Rechnung des DIW Rir die Bundesrepublik 
Deutschland. (The Beginnings of the Input-Out- 


put Calculation of the German Institute for Eco- 
nomic Research for the Federal Republic of Ger- 
many.) 

• Mochlup, F. Stocks and Flows of Knowledge. 

• Maddison, A. Per Capita Output in the Long 

Run. 

• Neumark, F. Wandlungen in der Beurteilung 

eingebauter Steuerflexibilitiit. (Changes in the 
Appraisal of Built-in Tax Flexibility.) 

• Ott, A. E. Ober die Definition eines Verteil- 

ungszieles. (On the Definition of a Distribution 
Target.) 

• Ramser, H. J. Keynessche Inflations- und Kal- 

dorsche Verteilungstheorie. (Keynes’ Inflation 
Model and Kaldor's Distribution Theory.) 

• Riese, H. Theoretische Grundlagen stabilitSts- 

politischer Kontroversen. (The Theoretical 
Foundations of Stabilization Controversies.) 

• Bogge, P. G. Weltwirtschaftliche Faktorallokatin 

als Problem einzelstaatlicher Wirtschaftspolitik. 
(The Allocation of World Resources as a Problem 
of National Economic Policy.) 

• Rothschild, K. W. Aussenhandlestheorie, Aus- 

senhandelspolitik und Anpassungsdruck. (For- 
eign Trade Theory, Foreign Trade Policy and 
the Adjustment Problem.) 

• Schefold, B. Capital, Growth, and Definitions of 

Technical Progress. 

Schrdder, D. Mittel- und Langfristige Perspek- 
tiven gleichgewichtiger Arbeitsmarktentwick- 
lung. 

• Stolz, P. Neue Wirtschaftsgeschichte und Neue 

Politische Oekonomie: Vom Vergleich zum Ver- 
such einer Synthese. (New Economic History 
and New Political Economy: From a Compari- 
son to an Attempt of Synthesis.) 

• Streissler, E. Growth Models as Diffusion Pro- 

cesses. 

• Timmeimann, M. Zur Integration sozio-Skono- 

mischer Gesamtrechungen. (On the Integration 
of Socio-Economic National Accounting Sys- 
tems.) 

• von Weizsacker, C. C. Das eheme Zinsgesetz. 

(The Iron Law of Interest.) 

• Widmaier, H. P. Zur Theorie der Evolution os- 

zialer Bedurfhisse. (On the Theory of the Evolu- 
tion of Social Needs.) 

Labor History, Vol. 20, No. 2, Spring 1979 

Andrew, W. D. Factionalism and Anti-Commun- 
ism; Ford Local 600. 

Keeran, R. R. Communist Influence in the Auto- 
mobile Industry, 1920-1933: Paving the Way for 
an Industrial Union. 

Nash, A. Local 1707, CSAE: Facets of a Union 
in the Non-Profit Field. 
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Nash, G. B, The Failure of Female Factory Labor 
in Colonial Boston. 

Land Economics, Vol. 55, No. 1, February 1979 

• Doebele, W. A.; Grimes, O. F., Jr. and Linn, 

J. F. Participation of Beneficiaries in Financing 
Urban Services; Valorization Charges in Bogoti, 
Colombia. 

Foster, H. S., Jr. and Beattie, B. R. Urban Resi- 
dential Demand for Water in the United States. 
Gasldns, D. W., Jr. and Haring, J. R., Jr. A Note 
on Unilateral Withholding. 

• Gordon, 1. M. and Knetsch, J. L. Consumer’s Sur- 

plus Measures and the Evaluation of Resources. 
Koo, A. Y. C. Monopoly and Monopsony Powers 
of Landlords in Developing Countries. 

• Mehay, S. L. Intergovernmental Contracting for 

Municipal Police Services: An Empirical Analy- 
sis. 

• Salmanzadeh, C. tuid Jones, G. E. An Approach 

to the Micro Analysis of the Land Reform Pro- 
gram in Southwestern Iran. 

• Seitz, W. D., et al. Economic Impacts of Soil Ero- 

sion Control. 

• Truran, J. A. and Fox, R. W. Resource Productiv- 

ity of Landowners and Sharecroppers in the Ca- 
riri Region of CearA, Brazil. 

• YoungDay, D. J. and Fight, R. D. Natural Re- 

source Policy: The Distributional Impact on 
Consumers of Changing Output Prices. 

Luketaloudellinen Aikakauskirja, Vol. 28, No. 1, 
1979 

Gahmberg, H. On the Control of Control Sys- 
tems. 

Hannu, K. and Pekka, L. Yritysmallit: Rakenta- 
misen ja kfiyton lahtokohtatekijoita. (Corporate 
Models: A Framework and Basis for Building 
and Use. With English summary.) 

Kanniainen, V. Inflaatio, Paaomakustannus ja in- 
vestointikysynta. (Inflation, Cost of Capital and 
Investment Demand. With English summary.) 
Nissila, J. On the Case for Corporate Diversifica- 
tion. 

Tell, B. and Wallenius, J. A Survey of Multiple- 
Criteria Decision Methods and Applications: 
Utility Theory and Mathematical Programming. 

Lloyds Bank Review, No. 132, April 1979 

Dunning, J. H. The UK’s International Direct In- 
vestment Position in the Mid-1970s. 

Lansley, S. What Hope for the Poor? 

Lovegrove, P. A. Mergers — ^Time to Turn the 
Tide: Comment. 

O’Brien, D. Mergers — Time to Turn the Tide: 
Reply. 

Pratten, C. Building Societies versus Elquities. 


Lloyds Bank Review, No. 133, July 1979 

Enuninger, O. The Exchange Rate as an Instru- 
ment of Policy. 

Kilroy, B. Housing Finance — ^Why So Privileged? 

Neild, R. Government Borrowing by Deposit. 

Malayan Economic Review, Vol. 23, No. 2, October 
1978 

Bird, P. J. W. N. The Price Elasticity of Supply 
of Tin: 1961-1975. 

Bird, G. TThe Choice between Balance of Pay- 
ments Adjustment and Financing; A Graphical 
Exposition. 

Drabble, J. H. Malayan Rubber Smallholdings in 
the Inter-War Period: Some Preliminary Find- 
ings. 

Ishimine, T. Organization, Ideology and Per- 
formance of China’s International Trade. 

McLeod, R. N. On Middlemen. 

Narayanan, S. A Note on Internal Migration and 
Regional Growth Trends in Peninsular Malaysia, 
1957-1970. 

Ramakrishnan, M. K. and Rao, V. V. B. A Note 
on the Decomposition of the Gini Ratio. 

Siraj, A. Industrial Land Use in Singapore: The 
Present Pattern and Some Future Needs. 

Management Accounting, Vol. 60, No. 11, May 1979 

Ferguson, L. W. An Accountant Profiles a Sports 
Franchise. 

Ginter, E. M. Communications and Cost-Benefit 
Aspects of Employee Safety. 

Hazelton, W. A. How to Cost Labor Settlements. 

McFarlane, K. A. W. Tracking Inflation in Your 
Company. 

Most, K. S. A New Method of Accounting for Oil 
and Gas Producers. 

Management Accounting, Vol. 60, No. 12, June 1979 

Chiu, J. S. and Chang, D. L. Management Ac- 
counting in Taiwan. 

Choi, F. D. S. Political Risk — An Accounting 
Challenge. 

Malkoff, A. R. Foreign Acquisition Analysis: A 
Suggested Approach. 

Sale, J. T. and Carroll, K. B. Tax Planning Tools 
for the Multinational Corporation. 

Tse, P. S. Evaluating Performance in Multina- 
tionals. 

Whitt, J. D. Motivating Lower-Level Manage- 
ment of Mexican Affiliates. 

Yamakawa, T. T. How the Strong Yen Influenced 
Financial Reporting in Japan. 

Management Accounting, Vol. 61, No. 1, July 1979 

Bailes, J. C.; Nielsen, J. F. and Wendell, S. 
Capital Budgeting in the Forest Products Indus- 
try. 
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Bryant, K., Jr. How a HentaJ Apartment Waa 
Converted to a Condominium. 

Ching, D. F. How to Isolate Medicare Costs. 
Jablonsky, S. F. and Dirsmith, M. W. Is Financial 
Reporting Influencing Internal Decision Mak- 
ing? 

Millar, J. A. Hospital Equipment Leasing: The 
Breakeven Discount Rate. 

Nestor, O. W. and Riddell, A. J. A Home Health 
Care Agency Cures Itself. 

Matekon, Vol. 15, No. I, Fall 1978 

Aivazian, S. A. Multidimensional Socioeconomic 
Statistical Analysis. 

Fridman, A. A. Modern Trends in Discrete Op- 
timization. 

Kaganovich, I. Z. An Integrated Analysis of Ter- 
ritorial and Production Problems Taking Eco- 
logical Factors into Account. 

Matekon, Vol. IS, No. 2, Winter 1978-79 

Arushanian, 1. 1., et al. A Stationary Optimization 
Model for the Development of a Capital-Inten- 
sive Branch. 

laremenko, I. V. Use of an Interbranch Interac- 
tion Model for Forecasting. 

Kovshov, G. N. Transport in a System of Models 
for Perspective Planning of the Economy. 

Michigan Academician, Vol, 11, No. 4, Spring 1979 

Jensen, A. L. Yield per Recruit of Whitefish (Co- 
regonus Clupeaformis) in Northern Lake Michi- 
gan. 

Swartz, R. D. Regional Shopping Malls; Strengths 
and Weaknesses as Suburban Foci. 

Mondo Aperto, Vol. 33, No. 1, February 1979 

Bongiovanni, G. Investimenti di capitali italiani 
all’estero. 

Bongiovanni, G. La tutela del brevetto e i march! 
d'impresa. 

Kriz, M. A. II nuovo regime dell’oro e le realto 
monetarie. (The New Gold Standard and the 
Monetary Situation. With English sununary.) 
Ozdas, M. N. Vent’anni di coUaborazione scien- 
tifica in seno alia Nato. (20 Years of Scientific 
Cooperation within NATO. With English sum- 
mary.) 

Monthly Labor Review, Vol. 102, No. 4, April 1979 

• Frumkin, R.^and Schmitt, D. Pension Improve- 
ments since 1974 Reflect Inflation, New U.S. 
Law. 

Johnson, B. L. Changes in Marital and Family 
Characteristics of Workers, 1970-78. 

Kochan, T. A. How American Workers Vievy La- 
bor Unions. 


• Olsen, J. C. Labor and Material Requirements 

for New School Construction. 

• Personick, V. A. Industry Output and Employ- 

ment; BLS Projections to 1990. 

• Ryscavage, P. M. BLS Labor Force Projections: 

A Review of Methods and Results. 

Monthly Labor Review, Vol. 102, No. 5, May 1979 

• Bingham, B. J. Labor Requirements for College- 

Housing Construction. 

Job, B. C. The Black Labor Force during the 
1975-78 Recovery. 

Kassalow, E. M. Labor-Management Relations 
and the Coal Industry. 

Martin, B. Industrial Relations in Spain: A Status 
Report. 

Millen, B. H. Providing Assistance to Displaced 
Workers. 

• Moy, J. Recent Labor Market Trends in Nine 

Industrial-Nations. 

Stamas, C. D. Long Hours and Premium Pay, 
May 1978. 

Monthly Labor Review, Vol. 102, No. 6, June 1979 

• Borum, J. D. Wage Increases of 1978 Absorbed 

by Inflation. 

• Howell, C.i Thomas, W. and Lamb, E. First- 

Quarter Food and Fuel Prices Propel Inflation 
Rate to 5-Year High. 

Ryscavage, P. More Wives in the Labor Force 
have Husbands with ‘Above-Average’ Incomes. 

• Sheifer, V. J. Cost-of-Living Adjustment: Keep- 

ing up with Inflation? 

Stelluto, C. L. Federal Pay Comparability: Facts 
to Temper the Debate. 

Y oung, A. M. Median £)arnings in 1 977 Reported 
for Year-Round Full-Time Workers. 

National Institute Economic Review, N0.-88, May 
1979 

• Osborn, D. R. and Teal, F. An Assessment and 

Comparison of Two NIESR Econometric Model 
Forecasts. 

• Osborn, D. R. National Institute Gross Output 

Forecasts; A Comparison with US Performance. 

National Tax Journal, Vol. 32, No. 1, March 1979 

• Akin, J. S. Estimates of State Resource Con- 

straints Derived from a Specific Utility Function: 
An Alternative Measure of Fiscal Capacity. 

• Bowman, J. H. Federal Restrictions on State Tax- 

ation of Military Pay Revisited: A Note on Tax 
Avoidance through Domicile Shifting Following 
Removal of the Withholding Prohibition. 

• Clotfelter, C. T. Equity, EESciency, and the Tax 

Treatment of In-Kind Compensation. 
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Gullirie, R. S. MeMurement of Relative Tax 
Progresgivity. 

• Hettioh, W. Henry Simons on Taxation and the 

Elconomic System. 

Katseli'Papae^atiou, L. T. Nominal Tax Rates 
and the Effectiveness of Fiscal Policy. 

McDonald, S. L. Depreciability of Assets and the 
Taxation of Capital Gains. 

O’Connell, J. F. Multiple Job Holding and Mar- 
ginal Tax Rates. 

• Okner, B. A. Distributional Aspects of Tax Re- 

form during the Past Fifteen Years. 

Palash, C. J. A Note on the Relative Elfficiency 
of an Acceleration of Depreciation Allowances 
and an Increase in the Investment Tax Credit. 

• Vehom, C. L. Market Interaction between Pub- 

lic and Private Goods: The Demand for Fire 
Protection. 

Whalley, J. Capital Gains Taxation and Interest 
Rate Changes: An Extension of Paish’s Argu- 
ment. 

National Westminister Bank Quarterly Review, May 
1979 

Haslam, J. An Appraisal of Microelectronic 
Technology. 

Jones, T. T. Oil Refining: An EEC and UK Prob- 
lem of Excess Capacity. 

Kirkpatrick, C. H. The Renegotiation of the 
Lom4 Convention. 

Leigh-Pemberton, R. Banks, Building Societies 
and Personal Savings. 

Rowley, C. K. Liberalism and Collective Choice. 

Walker, D. H. Mid-career Redundancy. 

Nationalokonomisk Tidsskrift, Vol. 116, No. 3, 1978 

Blomgren-Hansen, N. and Knesgaard, J. E. 
Boligmarkedet i den pengepolitiske transmis- 
sionsmekanisme. (An Econometric Model of the 
Interaction of Monetary Policy and the Housing 
Market in Denmark. With English summary.) 

Feiwel, G. R. Price Reform and Inflation in So- 
viet-type Economies. 

Gortz, E. Maengde- og prisvirkningen af 
pengemaengdeaendringer i Keynes-modellen. 
(The Price Eflect of Changes in the Money Stock 
in Keynes’ Analysis. With English summary.) 

Kristensen, K. En metode til kalibrering af diskri- 
minantanalysens afskaeringsvaerdi. (The Cut-off 
Point in Discriminant Analysis of Classification 
Problems. With English summary.) 

Laursen, K. Udviklingslandenes okonomi: De 
forlobne 25 &r og de nasste 10. (The Developing 
Countries: Recent Development and Future 
Prospects. With English summary.) 

Nmregaard, P. R. Mogens Boserups ofientligg- 
jorte arbejder. (Mogens Boserup’s Published 


Works: A Bibliogn^y.) 

Svendaen, K. E. Altemativ teori om socialisHsk 
forbrug i lyset af soyjetisk og polsk debat. (An 
Alternative Theory of SocUJist Consun^tion. 
With English sununary.) 

Thage, B. Det nye dansk^ nationalre^iskab. 
(The New Danish National Accounts. With Eln- 
glish summary.) 

Natural Resources Journal, Vol. 19, No. 2, April 1979 

Abbey, D. Energy Production and Water Re- 
sources in the Colorado River Basin. 

Brooks, H. T. Reserved Water Rights and Our 
Natiomd Forests. 

Daneke, C. A. and Priseoli, J. D. Social Assess- 
ment and Resource Policy: Lessons from Water 
Platming. 

Goldfarb, W. The Hazards of our Hazardous 
Waste Policy. 

Johnson, R. N. Oral Auction versus Sealed Bids: 

An Ejnpirical Investigation. 

Lackmann, C. G. Coastal States Have Control of 
Coastal Resources. 

McNamara, J. Federal Land Management Policy 
and the Drive to Develop an Alternate Energy 
Source, Geothermal Energy: Shall the Twain 
Ever MeetP 

Noble, J., Jr. Conservation, Lifeline Rates and 
Public Utility Regulatory Commissions. 

Ricco, E. Anti-Nuclear Sentiment Makes Itself 
Felt. 

Silver, R. M. and Comeau, S. P. Geothermal En- 
ergy: Problems and Shortcomings of Classifica- 
tion of a Unique Resource — A Look at Problems 
with Water Law, with Particular Emphasis on 
New Mexico: Comment. 

Smith, A. L. The Forest Service, NEPA, and 
Clear Cutting. 

Thomas, H. Environmental Considerations in 
Federal Oil and Gas Leasing on Outer Continen- 
tal Shelf. 

Nebraska Journal of Economics and Business, Vol. 
18, No. 2, Spring 1979 

* Davidson, P. Is Monetary Collapse in the Eight- 

ies in the Cards? 

* Englebrecht, T. D.; Copeland, R. M. and Davison, 

D. L. An Empirical Inquiry into the Tax 
Court’s Utilization of Guidelines for Valuing 
Closely Held Stock for Estate and Gift Tax Pur- 
poses. 

* Fusfeld, D. R. The Next Great Depression. 
Junz, H. B. Adjustment Policies and Trade Rela- 
tions with Developing Coimtries. 

* Moosa, S. A. Why Stocks Have not been a Hedge 

against Inflation. 
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New England Economic Review, Maroh/ April 1979 
Andenon, P. S. Costs and Profitability of Bank 
Functions. 

Ellis, R. P. How Have Regional Energy Patterns 
Changed since 1973? 

Fielelce, N. S. Foreign-Exchange Speculation by 
U.S. Firms: Some New Evidence. 

Halpem, J. D. The Effectiveness of Temporary 
Changes in the Federal Personal Income Tax. 
Munnell, A. H. The Impact of Inflation on Pri- 
vate Pensions. 

New England Economic Review, May/June 1979 

Fieleke, N. S. The Forecasting Performances of 
the OECD and of National Officials in Six Major 
Countries. 

Halpem, J. D. The Social Security Disability In- 
surance Program: Reasons for Its Growth and 
Prospects for the Future. 

Kopcke, R. Are Stocks a Bargain? 

Morris, F. E. The Cost of Price Control in Bank- 
ing. 

Ohio State University Bulletin of Business Research, 
Vol. 53, No. 12, December 1979 

Hunker, H. L. and L'Esperance, W. L. The Role 
of City Government in the Economic Develop- 
ment of Columbus, Ohio. 

Shkurti, W. J. The Health Care Industry in Ohio: 
Characteristics and Impact. 

Ohio State University Bulletin of Business Research, 
Vol. 54, No. 1-2, January-February 1978 

McCalmont, D. B. Consumer Cooperatives. 
Schwirian, P. M. and Schwirian, K. P. Finances 
and Life Satisfaction among Institutionalized 
Elderly. 

Osaka Economic Papers, Vol. 28, No. 4, March 1979 

Ishikawa, J. On the Overhead Allocation Model 
of Kaplan and Thompson. (In Japanese. With 
English summary.) 

Kuwata, M. and Hatakeyama, H. The Manage- 
ment and the Accounting Methods of a Hard- 
ware Wholesale Merchant in Miki of Harima 
Province — ^The Case of the Kuroda Family. (In 
Japanese. With English summary.) 

Sakagami, Y. On the Evaluation of the Hypothe- 
sis, "All R are B.” (In Japanese. With English 
summary.) 

Takada, K. Corporate Social Responsibility and 
Corporate Goals. (In Japanese. With English 
summary.) 

^ .llelcawa, Y. The Formation of Trade Associations 
. and the Osaka Chamber of Commerce in the 
Early Period of Meiji Era. (In Japanese. With 
English summary.) 


Yamada, M. On the Theory of Optimal Commod- 
ity Taxation; A Survey. (In Japanese. With En- 
glish summary.) 

Oxford Bulletin of Economics and Statistics, Vol. 40, 
No. 4, November 1978 

• Armstrong, A. C. and Odling-Smee, J. C. 

The Demand for New Cars I — A Theoretical 
Model of Replacement Demand. 

• Creedy, J. Negative Income Taxes and Income 

Redistribution. 

• Elliott, R. F. and Shelton, H. C. A Wage Settle- 

ments Index for the United Kingdom, 1950- 
1975. 

• McAleese, D. and McDonald, D. Employment 

Growth and the Development of Linkages in 
Foreign-Owned and Domestic Manufacturing 
Enterprises. 

• Yeats, A. J. On the Accuracy of Partner Country 

Trade Statistics. 

Oxford Bulletin of Economics and Statistics, Vol. 41, 
No. 1, February 1979 

• Barker, T. S. Identification of Activity Effects, 

Trends and Cycles in Import Demand. 

• Brown, W. Engineering Wages and the Social 

Contract, 1975-1977. 

Hughes, J. J. and Thirlwall, A. P. Trends and 
Cycles in Import Penetration in the UK: Reply. 

• Khatkhate, D. R. and Villanueva, D. P. Deposit 

Substitutes and Their Monetary Policy Signifi- 
cance in Developing Countries. 

• Livingstone, I. and Hazlewood, A. The Analysis 

of Risk in Irrigation Projects in Developing 
Countries. 

• Mayhew, K. Economists and Strikes. 

Whitley, J. D. and Wilson, R. A. Trends and 

Cycles in Import Penetration in the UK: Com- 
ment. 

Oxford Economic Papers, N. S., Vol, 31, No. 1, March 
1979 

• Duck, N. W. and Zis, G. The Natural Rate Hy- 

pothesis, Policy Rules, and Fixed Exchange 
Rates. 

• Hay, D. A. The Location of Industry in a Devel- 

oping Country; The Case of Brazil. 

Hicks, J. The Ricardian System; A Comment. 

• Ozawa, T. International Investment and Indus- 

trial Structure: New Theoretical Implications 
from the Japanese Experience. 

• Sattinger, M. Differential Rents and the Distri- 

bution of Earnings. 

Sawyer, M. C. ‘The Effects of Unemployment 
Compensation on the Rate of Unemployment 
in Great Britain’: A Comment. 

• Scarfe, B. L. Optimal Monetary Policy with a 
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Trade-Off Function. 

Spindler, Z. A. and Maid, D. More on the Effects 
of Unemployment Compensation on the Rate 
of Unemployment in Great Britain. 

• Tovias, A. Hie Outcome of Qoser Economic 

Links with the ElEC for LDCs’ E^xports Previ- 
ously Dumped in World Markets; An Empirical 
Investigation. 

• Tumovsky, S. J. Inflationary Expectations in a 

Two-Sector Model of Wage-Price Determina- 
tion. 

• Young, L. Uncertainty, Market Structure, and 

Resource Allocation. 

Pakistan Economic and Social Review, Vol. 15, No. 
3-4, Autumn-Winter 1977 

Aftab, K. Does Education Accelerate Economic 
Growth? An Assessment of McClelland’s Hy- 
pothesis. 

Ayub, M. A. Property Rights and Ejcternalities. 
Cebula, R. J. and Chapin, G. L. A Note on Inter- 
industry Labor Movements. 

Johnson, H. G. Balance-of-Payments Adjustment 
with Bonds and Goods; A Geometrical Ap- 
proach. 

Lowdermilk, M. K., et al. Organizing Farmers 
to Improve Irrigation Water Delivery — The 
Problem and Prospects for Solutions in Pakistan. 
Ojo, F. Nigeria's Export Performance; Trends, 
Problems and Prospects. 

Policy Analysis, Vol. 5, No. 2, Spring 1979 

Acland, H, Are Randomized Experiments the 
Cadillacs of Design? 

von Furstenberg, G. M. The Choice of Housing; 

Efficiency versus Redistribution. 

Lehman, E. W. and Waters, A. M. Control in Pol- 
icy Research Institutes; Some Correlates. 
Nikolai, L. A.; Elam, R. and Bozeman, B. 
Financial Statement Modeling; Analyzing the 
Pollution-Control Tax Incentive. 

Roessner, J. D. Federal Technology Policy; Inno- 
vation and Problem Solving in State and Local 
Governments. 

Russell, C. S. What Can We Get from Effluent 
Charges? 

Thayer, R. E. Make City Annual Reports Useful. 

*Political Science Quarterly, Vol. 94, No. 2, Summer 
1979 

Kenen, P. B. Taking the Long View; Rostow on 
Prospects for the World Economy. 

* The Summer 1979 issue of Political Science 
Quarterly carries the volume number 95 on the 
cover. According to our records, the sequential 
volume number is 94. 


Populatimi and Development Review, Vol. 5, No. 
2, June 1979 

Dutton, J., Jr. Changes in Soviet Mortality Pat- 
terns, 1959-77. 

Fields, G. S. Lifetime Migration in Colombisu 
Tesjts of the Expected Incofoe Hypothesis. 

Knodel, J. and van de Walle, & Lessons from 
the Past; Policy Implications of Historical Fertil- 
ity Studies. 

Lieberman, S. S. Prospects for Development and 
Population Growth in Iran. 

Preston, S. H. Urban Growth in Developing 
Countries; A Demographic Reappraisal. 

Population Studies, Vol. 33, No. 1, March 1979 

Courbage, Y. and Fargues, P. A Method for De- 
riving Mortality Estimates from Incomplete Vi- 
tal Statistics. 

Ermisch, J. The Relevance of the ‘Easterlin Hy- 
pothesis’ and the ‘Nftw Home Elconomics’ to Fer- 
tility Movements in Great Britain. 

Gtebenik, E. David Victor Glass (1911-1978) 

Meegama, S. A. Cholera Epidemics and Their 
Control in Ceylon. 

Mosk, C. The Decline of Marital Fertility in Ja- 
pan. 

Rumford, J. and Greene, S. A Study of the Corre- 
lation Bias of Unrecorded Events by Two Inde- 
pendent Emuneration Systems. 

Santow, G. Models of Contemporary Dutch Fam- 
ily Building. 

St. John-Jones, L. W. Emigration from Canada 
in the 1960s. 

Turpeinen, O. Fertility and Mortality in Finland 
since 1750. 

Weller, R. H. The Differential Attainment of 
Fanuly Size Goals by Race. 

Yu, Y. C. The Population Policy of China. 

Zaba, B. The Four-Parameter Logit Life Table 
System. 

Problems of Economics, Vol. 21, No. 8, December 
1978 

Fal’tsman, V. Intensification of Development of 
the Production Apparatus. 

Gorizontov, B. and Prokudin, V. Environmental 
Protection in Comecon Member Nations. 

Krasovsldi, A. Capital Investment Policy in the 
Period of Developed Socialism. 

Manevich, E. L. Manpower Shortages and Re- 
serves. 

Senchagov, V. Development of the Socialist Eco- 
nomic Mechanism. 

Tupytsia, 1. Nature Conservation as a Problem 
of Economic Science. 
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PrablMM of Eoonomict, Vol. 21, No. 9, January 1979 

Meahbers, I. Current Problems in the Restruc- 
turing of the Countryside. 

Mikheev, C. and ludaeva, N. The Effectiveness 
of Utilization of Capital Investments in the Na- 
tionstl Economy. 

Rutgaizer, V. and Saenko, O. Using the Rational 
Consumption Budget in Planning the Standard 
of Living. 

Subotskii, I. Concentration of Production and 
Small Enterprises. 

Problems of Economics, Vol. 21, No. 10, February 
1979 

Bagrova, 1. Reflecting the Differentiation of La- 
bor Resources in Socioeconomic Forecasting. 
Beliaevskii, I. Socioeconomic Factors in the De- 
velopment of Retail Trade Turnover. 

Kravtsova, V. Food Consumption (The Socioeco- 
nomic Aspect) 

Manevich, E. Reproduction of the Population 
and Utilization of Labor Resources. 

Martynov, V. Comparative Evaluation of Final 
Output of the USSR and USA. 

Maslova, I. Effectiveness of Utilization of Labor 
Resources (Problems of Theory and Methodol- 
ogy) 

Mikhasiuk, 1. The Elconomic Evaluation of Land 
and the Improvement of Rental Relationships 
in the USSR. 

Problems of Economics, Vol. 21, No. 11, March 1979 

Klochek, V. Soviet Foreign Trade. 

Lisitsian, N. Effectiveness of the Circulation 
Sphere (Methodological Problems) 

Nekrasov, N. Problems in the Deployment of 
Productive Forces in the USSR. 

Vitebskii, R. Regional Differences in Expendi- 
tures on the Infrastructure. 

Vitin, A. The Effectiveness of Nonproductive 
Capital Investments. 

Zaikov, G. On the Ecological Aspect of Cost Ac- 
countability. 

Problems of Economics, Vol. 21, No. 12, April 1979 

Aleksandrova, E. and Fedorovskaia, E. Improve- 
ment in the Well-Being of the Working People 
and Growth in the Population’s Savings. 
Ansbartsumov, A. On the Question of Elquiva- 
lence in Elxchange between Industry and Agri- 
culture. 

Bobylev, S. Agricultural Production and the De- 
velopment of the Infrastructure. 

Feitel’man, N. Socioeconomic Problems of Eco- 
logical Equilibrium in Western Siberia. 

Il'ev, L. Nature Conservation and Cost Account- 
ing. 


Rutgaizer, V.: Koriagina, T. and Petrov, T. 
Workers’ Well-Being and Time Budgets (Metho- 
dological Problems) 

Public Policy, Vol. 27, No. 2, Spring 1979 
Graham, E. M. Techncflogical Innovation, the 
Technology Gap, and U.S. Welfare. 

Salamon, L. M. The Time Dimension in Policy 
Evaluation: The Case of the New Deal Land- 
Reform Experiments. 

Stone, D. A. Physicians as Gatekeepers: Illness 
Certification as a Rationing Device. 

Taylor, A. K. Government Health Policy and 
Hospital Labor Costs: The Effects of Wage and 
Price Controls on Hospital Wage Rates and Ein- 
ployment. 

Public Policy, Vol. 27, No. 3, Summer 1979 
Cole, R. F. Social Reform Frustrated by Bureau- 
cratic Routine: Title XX in Massachusetts. 
Fischel, W.~A. Equity and Elfficiency Aspects of 
Zoning Reform. 

Plotnick, R. and Smeeding, T. Poverty and In- 
come Transfers: Past Trends and Future Pros- 
pects. 

Weinstein, M. C. Decision Making for Toxic Sub- 
stances Control: Cost-Effective Information De- 
velopment for the Control of Environmental 
Carcinogens. 

Quarterly Journal of Economics, Vol. 93, No. 2, May 
1979 

Akerlof, G. A. Irving Fisher on His Head: The 
Consequences of Constant Threshold-Target 
Monitoring of Money Holdings. 

• Christofides, L. N. and Tapon, F. Discretionary 

Expenditures and Profit Risk Management: The 
Galbraith-Caves Hypothesis. 

• Gianessi, L. P.; Pesldn, H. M. and Wolff, E. 

The Distributional Effects of Uniform Air Pollu- 
tion Policy in the United States. 

• Hartman, D. G. Foreign Investment and Fi- 

nance with Risk. 

• Kotlikoff, L. J. Social Security and Equilibrium 

Capital Intensity. 

• Markusen, J. R. Personal and Job Characteristics 

as Determinants of Employee-Finn Contract 
Structure. 

• Pratt, J. W.; Wise, O. A. and Zeckhauser, R. 

Price Differences in Almost Competitive Mar- 
kets. 

Yitzhaki, $. Relative Eleprivation and the Gini 
Coefficient. 

Quarterly Review of Economics and Business, Vol. 
19, No. 2, Summer 1979 

• Chelius, J. R. Elconomic and Demographic As- 

pects of the Occupational Iqjury Problem. 
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• De Rooy, J. Are There Decreasing Returns to 

Income in the United States? 

• Due, J. F. State Rail Plans and Programs. 

• Fisher, F. M. Diagnosing Monopoly. 

• Galai, D. A Convexity Test for Traded Options. 

• Goodman, D. E. and McMahon, W. W. Predict- 

ing Inflation Rates with Changing Oil Prices. 

• Kalish, L. and McKenzie, J. A. Portfolio Drag 

and Savings and Loan Lending Policy. 

• Pustay, M. W. The Transatlantic Airline Market; 

Exploring the Myths of Excessive, Un&ir, and 
Predatory Competition. 

Regional Studies, Vol. 13, No. 1, 1979 

Ashcroft, B. and Ingham, K. P. D. Company 
Adaptation and the Response to Regional Policy; 
A Comparative Analysis of MNC Subsidiaries 
and Indigenous Companies. 

Bell, D. N. F. and Kirwan, F. X. Return Migra- 
tion in a Scottish Context. 

Creigh, S. W. Work Stoppages in the Humber- 
side Sub-Region; A Case Study in Regional 
Strike-Proneness. 

Drudy, P. J. and Drudy, S. M. Population Mobil- 
ity and Labour Supply in Rural Regions; North 
Norfolk and the Galway Gaeltacht. 

Lund, P. J. and deed, R. H. The Development 
Area Share of Manufacturing Industry Invest- 
ment, 1966-69. 

O’Farrell, P. N. and Crouchley, R. The Loca- 
tional Pattern of New Manufacturing Establish- 
ments; An Application of Discriminant Analysis. 
Oberg, S. and Oscarsson, G. Regional Policy and 
Interregional Migration — Matching Jobs and In- 
dividuals on Local Labour Markets. 

Pacione, M. The In-Town Hypermarket; An In- 
novation in the Geography of Retailing. 

Regional Science and Urban Economics, Vol. 9, No. 
1, February 1979 

Guise, J. W. B. An Expository Critique of the 
Takayama-Judge Models of Interregional and In- 
tertemporal Market Equilibrium. 

Okabe, A. An Expected Rank-Size Rule: A Theo- 
retical Relationship between the Rank Size Rule 
and City Size Distributions. 

Papageorgiou, C. ]. Agglomeration, 
von Rabenau, B. and Hanson, D. A. The Provi- 
sion of Public Goods in a Growing Urban Econ- 
omy. 

Rogers, K. and Hansen, S. Models of Individual 
Mode Change. 

Takayama, T. and Hashimoto, H. An Expository 
Critique of the Takayama-Judge Models of Inter- 
regional and Intertemporal Market Equilib- 
rium: A Rejoinder. 

Varaiya, P.; Artie, R. and Humes, C., Jr. Division 


of Labor and dte Distribution of Income. 

VitUe, J. Division of Labour— Simon Revisited; 
A Comment. 

Review of the Economic Conditions in Italy, Vol. 
32, No. 5-6, September-November 1978 

Apicella, V. The Evolution of the Italian Motor- 
way System. 

Guidi, G. Research and Management Training: 
Indications and Stimuli in the Present Economic 
Situation of Banks. 

Parrillo, F. The Cooperative Banks and Their 
Role in the Italian Economy. 

Ruini, C. The Prospects for Development of the 
Italian Economy. 

Review of Economic Studies, Vol. 46, No. 1, January 
1979 

• Barnett, W. A. Theoretical Foundations for the 

Rotterdam Model. 

• Calvo, G. A. Optimal Population and Capital 

over Time; The Maximin Perspective, 
o Fishbum, P. C. Transitivity. 

• Gelb, A. H. On the Definition and Measurement 

of Instability and the Costs of Buflering Export 
Fluctuations. 

• Gilbert, R. J. Optimal Depletion of an Uncertain 

Stock. 

Hadjimichalakis, M. G. and Okuguchi, K. 
The Stability of a Generalized Tobin Model. 

• Hart, O. D. Monopolistic Competition in a Large 

Economy with Diflerentiated Commodities. 

• Polemarchakis, H. M. Implicit Contracts and 

Employment Theory. 

• Selden, L. An OCE Analysis of the Effect of Un- 

certainty on Saving under Risk Preference Inde- 
pendence. 

• Sheshinski, E. and Weiss, Y. Demand for Fixed 

Factors, Inflation and Adjustment Costs. 

• Wales, T. J. and Woodland, A. D. Labour Supply 

and Progressive Taxes. 

• Zabalza, A. The Determinants of Teacher Sup- 

ply. 

Review of Economics and Statistics, Vol. 61, No. 2, 
May 1979 

Atesoglu, H. S. Simple Keynesian and Monetarist 
Models; Evidence from Postwar Japan. 

• Balassa, B. The Changing Pattern of Compara- 

tive Advantage in Manufactured Goods. 

• Battalia, R. C., et al. Residential Electricity De- 

mand; An Experimental Study. 

Brenner, M. and Efownes, D. H. A Critical Evalu- 
ation of the Measurement of Conglomerate Per- 
formance Using the Capital Asset Pricing Model. 
Buse, A. Least Squares with an Adjusted De- 
pendent Variable. 
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• Cron, J. G. Reinforcement Theory and the Con- 

sumer Model. 

• FVeebaim, J. W. and Withers, G. A. Welfare Ef- 

fects of Salary Forecast Error in Professional 
Labour Markets. 

Frost, P. A. Proxy Variables and Specification 
Bias. 

• Joskow, P. L. and Rozansld, G. A. The Effects 

of Learning by Doing on Nuclear Plant Operat- 
ing Reliability. 

Klotz, B. P. Portfolio Theory with Variable Risk. 

• McGuoldn, R. H. and Winkler, D. R. University 

Resources in the Production of Education. 
Oster, S. Industrial Search for New Locations: An 
Empirical Analysis. 

• Pindyck, R. S. Interfoel Substitution and the In- 

dustrial Demand for Energy; An Internationa] 
Comparison. 

• Polinsky, A. M. and Ellwood, D. T. An Empirical 

Reconciliation of Micro and Grouped Estimates 
of the Demand for Housing. 

Porter, M. E. The Structure within Industries 
and Companies’ Performance. 

Rider, K. L. The Elconomics of the Distribution 
of Municipal Fire Protection Services. 

• Scott, J. H. and Wolf, C. R. The Efficient Diversi- 

fication of Bids in Treasury Bill Auctions. 

• Shiba, T. The Personal Savings Function of Ur- 

ban Worker Households in Japan. 

Stone, J. A. Price Elasticities of Demand for Im- 
ports and Exports: Industry Elstimates for the 
U.S., the E.E.C. and Japan. 

Taimer, J. E. Fiscal Policy and Consumer Behav- 
ior. 

Truong, T. V. and Gash, D. N. Less-Developed 
Countries’ Taxable Capacity and Economic In- 
tegration: A Cross-Sectional Analysis. 

• Wilson, J. F. and Takacs, W. E. Differential Re- 

sponses to Price and Exchange Rate Infiuences 
in the Foreign Trade of Selected Industrial 
Countries. 

• Wu, C. C. Price-Output Uncertainty and Alloca- 

tive Efficiency: An Empirical Study of Small- 
Scale Farms. 

Zind, R. G. A Note on the Measurement of Tech- 
nical Bias in the U.S. Economy. 

Review of Income and Wealth, Vol. 25, No. 1, March 
1979 

de Boer, S. and van Tuinen, H. K. Price Analysis 
and a System of Price Statistics. 

Coondoo, D.1 Mukheijee, R. and Prasada Rao, 
D. S. Inter-Occupation Differences in the Pat- 
tettt 'of Monetized and Non-Monetized Con- 
' sumer Elxpenditure in Rural India. 

Greenfield, C. C. and Fell, H. A. The Estimation 
of Price Effects in' a Social Accounting Matrix. 


Haig, B. D. and Wood, M. P. Tracmg PMee 
Changes through Stages of Production: Austra- 
lia, 1968 to 1977. 

Hill, T. P. Do-It-Yourself and GDP. 

Suominen, R. Empirical Results Concerning Ver- 
tical and Horizontal Redistribution in Finland. 

Review of Social Economy, Vol. 37, No. 1, April 1979 

Bruyn, S. T. and Nicolaou-Smokovitis, L. A 
Theorebcal Framework for Studying Worker 
Participation: The Psychosocial Contract, 
o Cochran, K. P. Why a Social Economics? 

• Finn, D. R. Objectivity in Economics; On the 

Choice of a Scientific Method. 

Johnson, F. R. The Mormon Church as a Central 
Command System. 

Larson, D. A. and Wilford, W. T. The Quality 
of Life and Per Capita Income in the United 
States. 

• Mabry, B. D. Bargaining Power and Changes in 

Fringe Benefits. 

• McKee, A. F. From a Theory of Economic Justice 

to Its Implementation. 

Smith, G. A. Belize Development: The Plans and 
Ideology. 

Rivista Intemazionale di Scienze Economiche e 
Commerciali, Vol. 26, No. 2, February 1979 

Casetta, E. Question! varie in materia di costitu- 
zionaliti della legge 28 gennaio 1977 N. 10. 
(Sundry Questions as to the Constitutionality of 
the Law, January 28, 1977, No. 10.) 

Di Nardi, G. Deficit abitativo e nuova disciplina 
dei suoli. (The Housing Deficit and the New 
Land Regtilation.) 

Gambaro, A. Lo "ius aedificandi” nel diritto fran- 
cese. (”Ius aedificandi” in French Law.) 
Guameri, A. Profili comparativi in tema di “ius 
aedificandi.” (A Comparative Analysis of the “ius 
aedificandi” in Different Countries.) 

Magnani, I. Le conseguenze economiche della 
legge sui suoli. (Economic Effects of the Land 
Law.) 

Manfredini Casparetto, M. Conclusione alia gior- 
nata di studio su “Aspetti e problemi economici 
della nuova disciplina dei suoli.” (Economic As- 
pects and Problems of the New Land Regula- 
tion.) 

MazzaroIIi, L. Proprieti dei suoli e potere pub- 
blico; Un’introduzione. (Land Ownership and 
the Public Authorities: An Introduction.) 

Muraro, C. Uso dei suoli e intervento pubblico 
sul mercato edilizio. (Land Use and Public Inter- 
vention in the Construction Market.) 
SandulU,A.M. Nuovo regime dei suoli e costitu- 
zione. (The New Land Regulation and the 
Coiistitution.) 


Current Periodicals 


1629 



gP „«M<h mrwr.H. }. Dtoitto edilizlo e piani edlUzi 
in Gennax^ and Budding Pians 

in Germany.) 

Bivifta Interaazionale di Scienze Economiche e 
Commerciali, Vol. 26, No. 3, March 1979 

Chen, E. K. Y. Kaldor’s Laws and the Developing 
Countries: An Empirical Study. 

Gandhi, D. K. and Saunders, A. Optimal Tax 
Structures and Bisk Aversion. 

Holden, P. and Holden, M. Exchange Rate Pol- 
icy and the Demand for International Reserves. 
Levin, S. G. and Levin, S. L. Owner vs. Manager 
Control; Some Evidence on Discriminatory Em- 
ployment Practices. 

Palomba, G. Dialoghi sull’essenziale tra un eco- 
nomista e un politico. (Dialogues on the Essen- 
tials between an Economist and a Politician. 
With English summary.) 

Yousefi, M. Monetary Rules in Monetary Policy. 

Rivista di Politica Economics, Vol. 69, No. 1, January 
1979 

Heimler, A. Occupazione e produzione nei ser- 
vizi; alcune stime econometriche. 

Simonsen, M. H. Pagamenti internazionali e in- 
debitamento estero. 

Zenezini, M. Curva di Phillips, aspettative infla- 
zionistiche, tasso naturale di disoccupazione: 
considerazioni teoriche e verifies empirics per 
I’ltalia, 1963-1976. 

Rivista di Statistics Applicata, Vol. 12, No. 1, 
January-February-March 1979 

Muttarini, L. L’effetto delle variazioni di calen- 
dario nell’indice della produzione industriale 
italiana. (With English summary.) 

Scandinavian Journal of Economics, Vol. 81, No. 1, 
1979 

* Ando, A. On the Contributions of Herbert A. Si- 

mon to Economics. 

* Baumol, W. J. On the Contributions of Herbert 

A. Simon to Economics. 

Gertz, E. On Relations between Price Elasticities 
and the Elasticity of Substitution in Consump- 
tion; A Reply. 

* Hansen, T. The Relationship between Aggregate 

Costs, Employment and Cargo Capacity of the 
Norwegian Purse Seiner Fleet. 

* Jonung, L. and Wadensjo, E. Wages and Prices 

in Sweden, 1912-1921: A Retrospective Test. 

* Koskela, E. On Disequilibrium Effects of Interest 

Rate Controls in a Monopolistic Banking System. 

* L6fgren, K.-G. The Corridor and Local Stability 

of the Effective Excess Demand Hypothesis: A 
Result. 


• Itedieth, A. Macroeconomic Policy in a Small 

Open Economy. 

Smith, V.K. On Relations between Price Elastici- 
ties and the Elasticity of Substitution in Con- 
sumption: A Comment. 

Science and Society, Vol. 43, No. 12, Summer 1979 

Mishra, R. Technology and Social Structure in 
Marx’s Theory; An Exploratory Analysis. 

Pregger Rom&n, C. G. Economic Interest Groups 
within the Chilean Government, 1851 to 1891: 
Continuity and Discontinuity in Economic and 
Political Evolution. 

Rucker, R. D. Workers’ Control of Production 
in the October Revolution and Civil War. 

Sloan Management Review, Vol. 20, No. 3, Spring 
1979 

Abernathy, W. J. and Chakravarthy, B. S. Gov- 
ernment Intervention and Innovation in Indus- 
try: A Policy Framework. 

Baldwin, C. Timing of Mandated Investments: 
A Framework for Decision Making. 

CozzoUno, J. M. A New Method for Risk Analy- 
sis. 

Emshoff, J. R. and Finnel, A. Defining Corporate 
Strategy: A Case Study Using Strategic Assump- 
tions Analysis. 

Othegraven, R. SMR Forum: CJermany’s Export 
Success? — A Model for the U.S.? 

Quinn, J. B. Technological Innovation, Elntre- 
preneurship, and Strategy. 

Suzuki, R. SMR Forum: Worldwide Expsmsion of 
U.S. Exports — A Japanese View. 

Social and Economic Studies, Vol. 27, No. 2, June 
1978 

Cuthbert, M. and Sparkes, V. Coverage of Ja- 
maica in the U.S. and Canadian Press in 1976; 
A Study of Press Bias and Effect. 

Farrell, T. M. A. The Unemployment Crisis in 
Trinidad and Tobago; Its Current Dimensions 
and Some Projections to 1985. 

Hawrylyshyn, O. A Geometric Exposition of 
LDC Unemployment via Third-Factor Short- 
ages. 

Hum, D. and Basilevsky, A. Economic Activity 
and Cyclical Variation in Birthrates: Some New 
Evidence for Jamaica. 

Petras, J. F. and Morley, M. H. The Rise and 
Fall of Regional Economic Nationalism in the 
Andean Countries, 1969-1977. 

St. Pierre, M. The 1938 Jamaica Disturbances: 
A Portrait of Mass Reaction against Colonialism. 

South African Journal of Economics, Vol. 46 , No. 
4, December 1978 

Bronfenbrenner, M. On Dumping Gold. 
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Brawn, C. P. and JRosen, C. Macroeconomics, 
Comparative Statics and the Correspondence 
Principle: A Critique. 

Gidlow, R M. The Rand Currency Link: Reply. 
Hicks, j. Capital, Elxpectations and the Market 
Process (Review Note) 

Harwood, O. P. F. The Monetary Role of Gold: 

The Need for a Reappraisal. 

Joubert, R J. O. Verdiensteiiinksies en die On- 
derwys. 

van der Merwe, G. C. The Rand Currency Link: 
Comment. 

O’Dowd, M. C. The Problem of “Government 
Failure” in Mixed Economies. 

Seeber, A. V. and Dockel, J. A. The Behaviour 
of Government Expenditure in South Africa. 

South African Journal of E)conomics, Vol. 47, No. 
1, March 1979 

Afxentiou, P. C. Reflections on Monetarism. 
Black, P. A. Growth, Exploitation and the Lewis 
Model: Gomment. 

Black, H.j Schulze, D. L. and Fellows, J. A. 

Velocity in West Germany. 

Dennis, R. J. Portfolio Behaviour of South Afri- 
can Commercial Banks, 1965-1975. 

Gidlow, R. M. The Case for a Forward Exchange 
Market in South Africa. 

Lynch, J. P. The Revision of the Consumer Price 
Index. 

Steenkamp, W. F. J. The Pharmaceutical Indus- 
try in South Africa. 

Torr, C. S. W. The Rate of Unemployment as 
an Indicator of Aggregate Demand Conditions. 
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Pacione, M. The In-Town Hypermarket: An In- 
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Rose-Ackerman, S. Market Models of Local Gov- 
ernment: Exit, Voting and the Land Market. / 
Urban Econ., July 1979, 6(3), pp. 319-37. 
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Talcayama, T. and Hashimoto, H. An Expository 
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A Comment. Reg. Sci. Urban Econ., February 
1979, 9(1), pp. 61-70. 
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010 General Economics 

Oil General Economics 
Cochran, K. P. — Why a Social Economics 
The presidential address before the Associa- 
tion for Social Economics attempts to define 
the identifying trait of a Social Economist; he 
(she) should reject the market place as the final 
arbiter of social values and accept some respon- 
sibility for defining and developing those social 
values, for helping guide society and political 
authorities toward social goals. The guiding 
principle of Social Economics, therefore, is the 
belief that economic theory is concentrated 
thought and analysis directed toward amelio- 
rating contemporary social-economic prob- 
lems. It is the central thesis of this article that 
a Social Economist has a moral duty to assume 
an openly normative, value-directed position 
of leadership to define and work for what is 
seen as a better social economy. Rev. Soc. 
Econ., April 1979, 37(1), pp. 121-32. North 
Texas State University, Denton. 

Frey, R. L. and Hill, W. — Volkswirtschafts- 
lehre und Betriebswirtschaftslehre: Ent- 
wicklungstendenzen und Kooperations- 
moglichkeiten (Economics and Business Ad- 
ministration: Trends and Possibilities of 
Cooperation) 

Both economics and business administration 
aim at describing, explaining and influencing 
economic processes and structures — though at 
different levels. The authors first survey the 


main trends of the two disciplines in recent 
decades. A main feature of economics is that 
it transfers its own techniques to noneconomic 
phenomena (e.g., politics), whereas business 
administration has adopted a great many of 
the techniques and knowledge of other disci- 
plines (e.g., psychology). In a second section 
the authors examine the possibilities of cooper- 
ation between economics and business admin- 
istration, using as examples quality of life and 
health economics. Kyklos, 1979, 32(1/2), pp. 
451-74 (German). University of Basle, Switzer- 
land. 

McKenzie, R. B. — ^The Non-Rational Domain 
and the Limits of Economic Analysis 
This article explores the non-rational domain 
of behavior and, thereby, the limitations of eco- 
nomic ansdysis. It suggests that contrary to a 
thesis developed by George Stigler and Gary 
Becker, "tastes do matter” in determining the 
boundaries of economics as a science. Further- 
more, it is argued that an assumption of com- 
plete rationality of behavior is the foundation 
of a completely deterministic theory of behav- 
ior, similar to that articulated by B. F. Skinner, 
in which choice and freedom is denied. South- 
ern Econ./., July 1979, 46(1), pp. 145-57. Glem- 
son University, South Carolina. 

Widmaier, H. P. — Zur Theorie der Evolution 
sozialer Bediirfnisse (On the Theory of the 
Evolution of Social Needs) 

The paper is introduced with the question 
of why economists have failed in the course 
of the history of economic thought to develop 
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a consistent theory of social policy. Then, a 
theory of social needs is presented. The typol- 
ogy of social needs is structured along the lines 
of: (a) the origin of social needs in the course 
of development, (b) social needs as a conse- 
quence of economic development, and (c) so- 
cial needs as derived from the long-term devel- 
opment, of the capitalist power structure. 
Social needs are derived from the production 
conditions and from a social demand point of 
view, articulated in the political sphere. 
Kyklos, 1979, 32(112), pp. 350-62 (German). 
University of Regensburg, West Germany. 

020 General Economic Theory 

d’Aspremont C. and Dr^ze J. H. — On the 
Stability of Dynamic Processes in Economic 
Theory 

The notion of stability in the sense of A. Lya- 
punov is applied to economic dynamic proc- 
esses of the D. Champsaur-Jacques H. Dr^ze- 
C. Henry type. A recent result of M. Maschler 
and B. Peleg, giving a sufficient condition for 
this kind of stability, is applied to both continu- 
ous and discrete economic processes. Finally 
an analogous necessary condition for the stabil- 
ity of such processes is given. Econometrica, 
May 1979, 47(3), pp. 733-37. CORE, Lou- 
vain-la-Neuve, Belgium. 

Boland, L. A. And Newman, C. — On the Role 
of Knowledge in Economic Theory 
This paper offers a critique of recent criti- 
cisms of neoclassical theory, which have ar- 
gued that Austrian theory is superior. Specifi- 
cally, this paper is concerned with the 
arguments of Ludwig M. Lachmann and G. 
L. S. Shackle and with Lachmann ’s overriding 
view that, since the theories of Shackle and 
the Austrians give a more strategic role to 
knowledge and its limitations, they possess a 
clear-cut advantage over neoclassical doctrine 
in explaining economic phenomena. It is ar- 
gued that their arguments are not sufficient 
for either the rejection of neoclassical doctrine 
or the resurrection of Austrian economics. 
Rather, what Lachmann’s essay reveab is that 
neither of the views under discussion are ex- 
planatorily complete with respect to knowl- 
edge. Specifically, neither provides a satisfac- 
tory solution to what might be termed “the' 


problem of knowledge dynamics”— the prob- 
lem of defining an explicit and non-trivial role 
for changes in knowledge to play in the expla- 
nation of the transition between short-run 
(temporary) equilibria and long-run (general) 
equilibrium. Australian Econ. Pap., June 1979, 
18(32) pp. 71-80. Simon Fraser University, 
Burnaby, British Columbia; University of To- 
ronto. 

021 General Equilibrium Theory 
Cass, D.; Okuno, M. and Zilcha, I. — The Role 
of Money in Supporting the Pareto Optimal- 
ity of Competitive Equilibrium in Consump- 
tion-Loan Type Modek 
This paper investigates the robustness of the 
two central popositions one can adduce from 
the basic version of Paul A. Samuekon’s cele- 
brated consumption-loan model with fiat 
money. It is shown that if that model is simply 
extended to encompass heterogeneous house- 
holds, then it is no longer necessarily true ei- 
ther (i) that the existence of monetary equilib- 
rium depends on the lack of Pareto optimality 
of nonmonetary equilibrium or (ii) that there 
is any competitive equilibrium monetary or 
nonmonetary) with the property of Pareto op- 
timality. Additional counterexamples establish 
that the mere existence of fiat money may ako 
not be enough to permit the attainment of Pa- 
reto optimality when households’ tastes exhibit 
either noiunonotonicity or nonconvexity. / 
Econ. Theory, Feb. 1979, 20(1), pp. 41-80. Cali- 
fornia Institute of Technology, Pasadena, and 
University of Pennsylvania; Yokohama Na- 
tional University; Tel-Aviv University. 

Gale, D. M. — ^TTie Core of a Monetary Econ- 
omy without Trust 

The Arrow-Debreu model implicitly as- 
sumes that agents trust one another. In the 
absence of trust — formalized by the concept 
of the “sequential core” — the economy has a 
sequential structure, even if markets are com- 
plete at the first date. The use of money (securi- 
ties) can replace trust. In a large economy 
money acts as a store of value. The absence 
of trust provides a rationale for money. / Econ. 
Theory, Dec. 1978, 19(2), pp. 456-91. London 
School of Economics. 
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Hart, O. D. — ^Nicnuqmlistic C<»npetition in a 
Large Economy with Difierentiated Com- 
modities 

A firm that suf^lies a large part of aggregate 
output possesses monopoly power. A tenet of 
the Chamberlinian theory of monopolistic 
competition is that a firm also possesses monop- 
oly power if it supplies a commodity with uni- 
que characteristias. The author demonstrates 
that this is not the case. He shows that, in an 
economy in which each firm is small relative 
to the aggregate, the elasticity of demand for 
a firm’s product is almost infinite whether or 
not other firms are producing similar products. 
A monopolistically competitive equilibrium is 
also proved to be approxinaately Pareto opti- 
mal under these conditions. Rev. Econ. Stud., 
Jan. 1979, 46(1) pp. 1-30. Churchill College, 
University of Cambridge. 

Kalai, E.; Postlewaite, A. and Roberts, J. — ^A 
Group Incentive Compatible Mechanism 
Yielding Core Allocations 
A large body of recent literature has con- 
cerned the design of resource allocation mech- 
anisms that have desirable performance even 
under strategic behavior by the individuals 
participating in the mechanism. This work has 
concentrated on individual incentive compati- 
bility as modelled by the Nash equilibrium. 
Here we present a mechanism that performs 
well even when we allow groups to coordinate 
their strategies. The solution concept we em- 
ploy is R. Aumann’s strong equilibrium, which 
is a strengthening of the usual Nash equilib- 
rium. We show equivalence of the strong equi- 
librium aUocations resulting from the strategic 
form game induced by this mechanism and 
the core of the underlying economy. /. Econ. 
Theory, Feb. 1979, 20(1), pp. 13-22. North- 
western University; University of Illinois, Ur- 
bana; Northwestern University. 

Makowski, L. — Value Theory with Personal- 
ized Trading 

This paper extends existing general equilib- 
riiun theory to describe the competitive 
production and allocation of “personalized 
commodities”: conunodities with only one po- 
tential buyer or seller. The basic, novel theo- 
retic possibility introduced into value theory 
with the introduction of personalized trad- 


ing — the trading of personalized conunodi- 
ties — is that price discrimination over quantity 
may occur under perfect competitioa. Hwo- 
rems on the existence and optimality of compe- 
titive equilibria under discrlpdnatory pricing 
are i»twed. / Econ. Theory, April 1979, 20(2), 
pp. 194-212. University of Cambridge. 

Novthek, W. and Sonnenschein, H. F. — Cour- 
not and Walras Equilibrium 
We present a formalization of perfectly com- 
petitive equilibrium (Walras equilibrium) as a 
limit of imperfectly competitive equilibrium 
(Cournot equilibrium). Firms enter when it is 
profitable, and entry is a driving force in the 
explanation of value. The presence of fixed 
costs places a limit on the number of active 
firms. When efficient scale is small relative to 
the size of the market, firms have little effoct 
on price when confined to the range in which 
they make non-negative profit. The aiudysis 
leads to a description of perfectly competitive 
equilibrium, which differs in substance from 
the one offered by existing formal competitive 
theory. / Econ. Theory. Dec. 1978, 1^2), pp. 
223-66. Northwestern University and Prince- 
ton University; Princeton University. 

Radner, R. — Rational Expectations Equilib- 
riiun: Generic Existence smd the Informa- 
tion Revealed by Prices 
When traders come to a market with differ- 
ent information about the items to be traded, 
the resulting market prices may reveal to some 
traders information originally available only to 
others. The possibility for such inferences rests 
upon traders having “models” or “expecta- 
tions” of how equilibrium prices are related 
to initial information. This relationship is en- 
dogenous, which motivates the term “rational 
expectations equilibrium.” This paper shows 
that, in a particular model of asset trading, if 
the number of alternative states of initial in- 
formation is finite then, generically, rational 
expectations equilibria exist that reveal to all 
traders all of their initial information. 
Econometrica, May 1979, 47(3), pp. 655-78. 
Harvard University. 

Rotheim, R. J.— On the Nature of Production 
and Contracts in an Arrow-Debreu Econ- 
omy 
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In an equilibrium model where risks are as- 
sumed, agents tender offers via contingency 
contracts. From such a model the following 
can be proved: (1) if each future event has an 
assignable probability, then there must exist 
a probability estimate assigned to that state 
corresponding to zero production for every 
commodity set; and (2) if each agent acts ra- 
tionally, then the only tenable state is the one 
characterized by the first proposition, i.e., a 
state of zero aggregate production. In other 
words, this paper attempts to prove that in 
an economy where risk and contingency con- 
tracts prevail, production cannot exist. / Post 
Keynesian Econ., Summer 1979, 1(4), pp. 120- 
26. Franklin and Marshall College, Lancaster. 
Pennsylvania. 

Sakai, Y. — A Simple General Equilibrium 
Model of Production: Comparative Statics 
with Price Uncertainty 
This paper examines the possibility of ex- 
tending the basic theorems of the risk-free, 
two-sector, two-factor, constant returns to 
scale model of production to cover situations 
with price uncertainty. In carrying out com- 
partive statics analysis, we highlight the dual 
relationship between factor endowments and 
commodity outputs on the one hand and factor 
prices and commodity price parameters on the 
other. We show that the Rybczynski and Stol- 
per-Samuelson theorems may fail to hold for 
certain cases, while the factor price equaliza- 
tion theorem cannot carry over to the stochas- 
tic world, provided firms in the uncertainty 
sector exhibit decreasing absolute risk aver- 
sion. The implications of uniform (relative) 
changes in both factor endowments and in 
both (expected) commodity prices are also ex- 
plored. / Econ. Theory, Dec. 1978, 19(2), pp. 
287-306. University of Tsukuba, Ibaraki, Ja- 
pan. 

022 Microe^nomic Theory 
Anderson, B. K.; Porter, P. K. and Maurice, 
S. C. — ^The plconomics of Consumer-Man- 
aged Firms 

This paper investigates the basic theoretical 
framework for the analysis of the consumer- 
managed firm. We show that consumer-owned, 
consumer-managed firms, organized to maia- 


mize utility dP each member will reach the 
same long-run equilibrium as the perfectly 
competitive firm if cooperatives can freely de- 
termine the number of members. We also de- 
rive several welfare implications of the model. 
Southern Econ. /, July 1979, ^6(1), pp. 119- 
30. Texas A fit M University, College Station; 
Southern Methodist University; Dallas; Texas 
A fit M University, College Station. 

Applebaum, E. — ^Testing Price Taking Behav- 
ior 

The purpose of this paper is to present an 
empirically implementable technique for the 
analysis of noncompetitive behavior in pro- 
duction. We provide a statistical test for the 
price-taking behavior hypothesis, which can be 
used to distinguish among different market 
structures. We apply this approach to the U.S. 
crude petroleum and natural gas industry and 
find that the prioe-taking behavior hypothesis 
is not appropriate for this industry. J. Econome- 
trics, Feb. 1979, 9(3), pp. 283-94. University 
of Western Ontario, London, Canada. 

Auerbach, A. J. — Infiation and the Choice of 

Asset Life 

This paper considers the choice of capital 
durability by competitive firms subject to a cor- 
porate income tax. We find that, with a positive 
rate of inflation, a historic cost depreciation 
rule biases the choice of asset life toward 
greater durability and lowers the market valu- 
ation of a firm’s capital assets. Extending the 
familiar one-sector monetary growth model to 
incorporate this behavior, we explore the gen- 
eral equilibrium effects that the failure to index 
depreciation allowances for inflation may have 
on the long-run characteristics of the economy, 
including the capital-labor ratio and the rate 
of return received by investors. J. Polit. Econ., 
June 1979, 87(3), pp. 621-38. Harvard Univer- 
sity. 

Barnett, W, A. — ^The Joint Allocation of Leisure 

and Goods Expenditure 

Conventionally, labor supply modeling has 
been dichotomized from consumption expend- 
iture allocation. We estimate a model unifying 
both aspects of the consumer’s decision prob- 
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lem aiKl test for the two-stage decision implied 
by the conventional dichotomy. We investigate 
foe gains &om joint modeling. We use a version 
of the Rotterdam Model recently shown to be 
derivable at the aggregate level under weaker 
assumptions than those needed to derive other 
models at foe aggregate level. Our results are 
not subject to foe restrictiveness imputed to 
earlier uses of versions of the Rotterdam 
Model, and our approach does not imply or 
require aggregate intergrability. Econome- 
trica. May 1979, 47(3), pp. 539-4S3. Board of 
Governors of foe Federal Reserve System, 
Washington, D.C. 

Barnett, W. A. — ^Theoretical Foundations for 

foe Rotterdam Model 

Very little is known about aggregate demand 
systems under plausible assumptions. Probabil- 
ity limits of systems of stochastic difiPerential 
equations are taken to obtain a new aggregate 
theoretical construct (not an ordinary aggre- 
gate demand system) about which much is 
known under weak assumptions. A variant of 
the Rotterdam Model can provide a Taylor se- 
ries approximation to this construct. The re- 
sults impute meaning to that variant through- 
out its macroparameter space. Previously, the 
Rotterdam Model had been linked directly 
with theory only on a degenerate Lebesgue 
measure zero parameter space sub-set on 
which the model is intergrable to a Cobb- 
Douglas community utihty function. Rev. 
Econ. Stud., Jan. 1979, 46(1), pp. 109-30. Board 
of Governors of the Federal Reserve System, 
Washington, D.C. 

Bemdt, E. R. and Wood, D. O. — Engineering 

Econometric Interpretations of Energy-Cap- 
ital Complementarity 

This paper provides analytical and empirical 
foundations for integrating the Hicks-Allen 
economic notion of energy-capital comple- 
mentarity with the process engineering-tech- 
nological view of energy-capital substitutabil- 
ity. A related analytical framework is also 
employed to reconcile the seemingly disparate 
econometric evidence. Arner. Econ. Rev., June 
1979, 69(3), pp. 342-54. University of British 
Columbia, Vancouver; Massachusetts Institute 
of Technology. 


Blackoiby, C. and Diewert, W. E. — Expendi- 
ture Functions, Local Duality, and Second 
Order Approximations 
After demonstrating that it is difficult to en- 
sure the existence everywhere of a continuous 
direct 'Utility function by placing restrictions 
on the corresponding expenditure function, 
we provide local regularity conditions, which 
are sufficient to imply the existence of a contin- 
uous “local" direct utility function. These con- 
ditions are also sufficient to imply the existence 
of a continuous “local” indirect utility function 
and a continuous "local" distance function, 
which can in hum be used to construct a “local” 
direct utility function, which is the same as 
the one derived directly from the expenditure 
function. Finally, we show that if two expendi- 
ture functions are second order approxima- 
tions to each other at a point, then their respec- 
tive derived direct utility functions are also 
second order approximations to each other. 
Econometrica, May 1979, 47(2), pp. 579-601. 
University of British Columbia, Vancouver. 

Brown, R. S.; Caves, D. W. and Christensen, 
L. R. — Modelling the Structure of Cost and 
Production for Multiproduct Firms 
This pap>er illustrates the use of the translog 
cost function for modelling the structure of 
cost and production for multiproduct firms 
without imposing homogeneity or separability. 
Lawrence R. Klein's 1936 cross-section data 
on U.S. railroads are analyzed using this techni- 
que. Marginal costs of freight and passenger 
service are estimated for each railroad in the 
sample. For every railroad the estimated 
freight marginal cost is less than price — ap- 
proximately half as large, on average. For all 
except four railroads the estimated passenger 
cost is greater than price — generally two to 
five times greater. Southern Econ. J.,]\i\y 1979, 
46(1), pp. 256-73. Mathematica Policy Re- 
search, Princeton, New Jersey; University of 
Wisconsin, Madison; idem. 

Christofides, L. N. and Tapon, F. — Discretion- 
ary Expenditures and Profit Risk Manage- 
ment: The Galbraith-Caves Hypothesis 
We present a theory of the firm operating 
under demand uncertainty, in which risk aver- 
sion leads the firm (constrained in the short 
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run to operate with a fixed price) to adjust per 
unit) discretionary expenditures as a means of 
obtaining a better mean profit-variance of 
profit position. We investigate how these ex- 
penditures vary across risk aversion regimes 
and how they are adjusted following changes 
in uncertainty, in business cycle conditions and 
in corporate taxation. The model provides a 
means of investigating the Galbraith-Caves 
hypothesis that firms with market power sacri- 
fice mean profit in retiun for lower profit vari- 
ance. Quart.]. Econ ., May 1979, 93(2), pp. 303- 
19. University of Guelph, Ontario. 

Cross, J. G. — Reinforcement Theory and the 
Consumer Model 

A psychological reinforcement learning 
model is employed to obtain a model of short- 
run consumer behavior. It is shown that such 
a model has many properties in common with 
conventional utility-maximization theories and 
that its long-run equilibrium properties are 
identical to those found in maximization theo- 
ries. Nevertheless, the mechanisms used to de- 
scribe behavior are quite diflFerent, and it be- 
comes possible to describe the evolution of 
behavior patterns from old to new equilibrium 
states in a new way. It is then demonstrated 
how advertising and demonstration effects can 
be integrated into a learning model of behav- 
ior. Rev. Econ. Statist, May 1979, 61(2), pp. 
190-98. University of Michigan, Ann Arbor. 

Dansby, R. E. and Willig, R. D. — Industry Per- 
formance Gradient Indexes 
This paper presents a theory of indexes that 
measure the rate of potential improvement in 
the welfare performance of industries. Each 
index combines market shares, demand elastic- 
ities, and conjectural variation coefficients 
characterizing firm behavior. One index re- 
duces to the Lerner index, the Herfindahl in- 
dex, and ttte m-firm concentration ratio, re- 
spectively^ id Monopoly, quantity Cournot, and 
coUusive ptloe-leadership scenarios. The the- 
ory provides a->welfare mterpretation of stan- 
dard concentration indexes and methods for 
deriving new ones. It quantifies the roles 
played by market structure and modes of firm 
conduct in determining potential welfare gains 
from appropriate government interventiMi; 


Amer. Econ. Rev., June 1969, 69(3), pp. 249- 
60. Bell Laboratories, Murray Hill, New Jersey; 
Princeton University. 

Erdds, T. — On the Changes of the Rate and 
Share of Profits 

The secular movement of the average rate 
of profit cannot be understood through the 
method applied in Marxist economics up to 
now. Value-composition of capital need not 
necessarily rise over a long period; intially, the 
gp-owing value-composition of capital increases 
the rate of profit; over a longer period the rate 
of profit does not depend on the value-compo- 
sition; the rate of economic growth is an impor- 
tant factor determining the rate of profit; the 
movement of the latter might be understood 
only through the analysis of the growth pro- 
cess; it is the medium-term fluctuations and 
the nondeclining tendencies of the rate of 
profit that are qf importance. Acta. Oecon., 
1977, 79(3-4), pp. 319-42. Institute of Ekionom- 
ics, Hungarian Academy of Sciences, Budapest. 

Fishbum, P.C. — Transitivity 
Transitivity is the common denominator of 
ordering relations. The paper explores trans- 
itivity in connection with binary relations that 
are referred to as weak orders. The most gen- 
eral of these is a relation whose complement 
of its asymmetric part is transitive. Specializa- 
tions include the familiar complete weak order 
and asymmetric weak order as well as several 
nontraditional types. The paper examines con- 
nections among transitivity and other proper- 
ties, and characterizes special types of weak 
orders wholly in terms of transitivity proper- 
ties. For example, a nontrivial binary relation 
is an asymmetric weak order if and only if it, 
its complement, and the complement of its 
symmetric part are all transitive. Rev. Econ. 
Stud., Jan. 1979, 46(1), pp. 163-73. Bell Labora- 
tories, New Jersey. 

Forsythe, R. — Unanimity and the Theory of 
the Firm under Multiplicative Uncertainty 
In the presence of uncertainty and an incom- 
plete set of markets, the determination of 
production plans poses a fundamental prob- 
lem. Using the unanimity model of S. Ekern 
and R. Wilson, it is shown that, in the presence 



Selected Abstracts 


1739 


of multiplicative uncertainty, competitive 
firms should use decision rules that are straight- 
forward adaptations of those used in certainty 
models. Further, the number of firms in a com- 
petitive industry will continue to be indetermi- 
nate. Finally, it is shown that even in the ab- 
sence of the conditions required for imanimity, 
all stockholders will agree that a firm that pos- 
sesses a return function exhibiting stochastic 
constant returns to scale should have a value 
of zero in equilibrium. Southern Econ. /, July 
1979, 46(1) pp. 218-32. California Institute of 
Technology, Pasadena. 

Gordon, 1. M. and Knetsch, J. L. — Consumer’s 

Surplus Measures and the Evaluation of Re- 
sources 

The expected differences in compensating 
and equivalent variation measures of consum- 
er’s surplus focus on the role of income or 
wealth effects, with the anticipation that in 
most instances the difference should be small. 
Evidence is reviewed that indicates very large 
differences in the alternative measures. This 
suggests possible limitations to the usual expla- 
nations and has the practical implication of 
making the choice of the appropriate measure 
of gains and losses more critical. Land Econ., 
Feb. 1979, 55(1), pp. 1-10. Simon Fraser Uni- 
versity, Burnaby, British Columbia. 

Green, J. and Laffont, J.-J. — Satisfactory Mech- 
anisms for Environments with Consumption 

Lower Bounds 

Previous work on decision-making proce- 
dures inducing efficient outcomes as the result 
of dominant strategies has concentrated on the 
case of separable utility and has not placed any 
bounds on the allowable transfers of the pri- 
vate good, which enters linearly into the utility 
function. This paper extends the theory of 
dominant strategy mechanisms to the case 
when consumption is bounded below, and 
therefore transfers are bounded below by the 
amount of initial endowment. It is shown that 
the Pivotal Mechanism induces efficient re- 
sults, whereas other members of the class of 
dominat strategy-inducing procedures may 
fail. /. Econ. Theory, Dec. 1978, 19(2), pp. 359- 
75. Harvard University; Laboratoire d’Econo- 
metrie, de I’Ecole Polytechnique, Paris. 


Greeidtut, M. L. and Ohta, H.— Output Effects 
of Spatial Price Discrimination under Condi- 
tions of Monopoly and Competition 
The thesis that price discriminating mono- 
polists always produce greater outputs than 
their nondiscriminating counterparts was 
shown elsewhere to apply to a uniform distri- 
bution of buyers over economic space when 
each buyer has identical gross demand func- 
tions of a well-defined form. The present paper 
extends such findings to include competition. 
Proof is entered that industry output typically 
increases, even though the representative dis- 
criminating firm may produce less under cer- 
tain conditions than it would if pricing f.o.b. 
mill. Generality of theorems is shown to in- 
clude alternative types of spatial competition 
and demand functions, with differences from 
spaceless microeconomic theory indicated. 
Southern Econ. J., July 1979, 46(1), pp. 71-84. 
Texas A.&M University, College Station. 

Jaynes, G. D. — Equilibria in Monopolistically 
Competitive Insurance Markets 
This paper examines the existence and prop- 
erties of equilibria in insurance markets where 
firms have imperfect information about the 
risk magnitudes of different buyers. The m^or 
departure from previous work is that firms are 
also shown to have imperfect information 
about the extent of each customer’s total cover- 
age. The main results are proofs of existence 
and a characterization of the types of equilibria 
considered in earlier work. ]. Econ. Theory, 
Dec. 1978, 19(2), pp. 394-422. Yale Univer- 
sity. 

Kreps, D. M. — A Representation Theorem for 
“Preference for Flexibility” 

This paper concerns individual choice 
among “opportimity sets,” sets from which the 
individual will later choose a single object. In 
particular, it concerns preference relations on 
opportunity sets that satisfy “preference for 
flexibility,” a set is at least as good as all of 
its subsets, but that may not satisfy “revealed 
preference," the union of two sets may be 
strictly preferred to each one taken separately. 
A representation theorem is given that “ratio- 
nalizes” such choice behavior as being as if 
the individual is “uncertain about future 
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tastes." Econometfica, May 1979, 47(3), pp. 
565-77. Stanford University. 

Levy, H. and Markowitz, H. M. — Approximat- 
ing Expected Utility by a Function of Mean 
and Variance 

This paper examines conditions under which 
some mean-variance e£Scient probability dis- 
tribution gives almost maximum expected util- 
ity. The results are illustrated with the aid of 
various utility functions, historical distri- 
butions, and mean-variance approximations to 
expected utility. A non sequitur is pointed out 
in the celebrated Pratt-Arrow objection to 
mean-variance analysis. Amer. Econ. flea, June 
1979, 69(3), pp. 308-17. Hebrew University, 
Jerusalem; Thomas J. Watson Research Center, 
Yorktown Heights, New York. 

Little, J. T. — Indirect Preferences 
This paper generalizes the notion of indirect 
utility to that of indirect preferences, which 
are defined as a binary relation on the set of 
budgets. The consumer choice problem is re- 
formulated in terms of indirect preference. 
Conditions under which direct preferences in- 
duce indirect preferences generating the same 
demands are then stated. The properties of 
indirect preferences on competitive budgets 
are investigated, and a characterization of re- 
vealed indirect preferences is developed. It is 
demonstrated that the Congruence Axiom and 
exhaustion of income imply the existence of 
convex direct and indirect preferences, which 
rationalize demand. J. Econ, Theory, April 
1979, 20(2), pp. 182-93. Washington Univer- 
sity, St. Louis. 

Manning, R. and McMillan, J. — Public Inter- 
mediate Goods, Production Possibilities, and 
International Trade 

This paper looks at the effects on the pro- 
duction set and on international trade of public 
goods that serve as inputs to production pro- 
cesses. Properties of production functions 
when there are public intermediate goods are 
discussed. It is shown that the presence of pub- 
lid^inputs may give rise to a non-convex pro- 
duction set. An efficient pricing scheme for the 
public good is derived. The supply of public 
good determines the economy’s comparative 


advantage under international trade; in turn, 
optimal public-good supply depends upon the 
size of the economy’s labor force. Effects of 
labor migration are discussed. Can. /. Econ., 
May 1979, 12(2), 243-57. University of New 
South Wales, Australia, and University of West- 
ern Ontario, London, Canada. 

Masoner, M. — The Allocation of Time: An Ex- 
tension 

This paper investigates the consistency with 
which people allocate time. To explain the pos- 
sibility that people may be inconsistent in allo- 
cating time, a modification of the allocation 
of time model was presented that allowed peo- 
ple to consider time to be a scarce resource 
in some instances but not in others. An implica- 
tion of the modified model was submitted to 
an empiricaTtest, which supported the model. 
Based on the empirical findings, suggestions 
were made concerning the individual’s ability 
to allocate time, the degree of scarcity of the 
time resource, the value gains of a four-day 
workweek, and the pricing policy of commer- 
cial air travel. / Post Keynesian Econ., Spring 
1979, 1(3), pp. 107-22. Southern Illinois Uni- 
versity, Carbondale. 

Miller, S. M. and Romeo, A. A. — Alternative 

Coals and Uncertainty in the Theory of the 

Firm 

The neoclassical profit-maximizing theory of 
firm behavior has long been subject to criti- 
cisms and modification. These modifications 
have taken various forms, but two principal 
ones have involved introducing demand un- 
certainty and allowing for goals other than 
profit. This paper considers the effect on the 
decision process of the firm of introducing both 
modifications simultaneously. A comparison of 
the neoclassical and modified models indicates 
certain similarities and differences in their op- 
timal outputs and comparative static proper- 
ties. The results suggest that it would be diffi- 
cult to distinguish between the various models’ 
predictions on the basis of empirical evidence. 
Southern Econ. /., July 1979, 46(1), pp. 189- 
205. University of Connecticut, Storrs. 

Parks, R. W. — Durability, Maintenance, and 

the Price of Used Assets 
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This paper considers assets whose service 
flow decays at a rate determined by built-in 
durability and the level of maintenance. A cost 
nunimization model determines optimal dura- 
bility and maintenance and shows how these 
variables respond to changes in interest rates, 
the price of maintenance, and the cost of new 
assets. The price of old assets adjusts so that 
the cost of services from both old and new 
assets is the same. The model provides a frame- 
work for analyzing data on automobile scrap- 
ping rates and repair expenditures. Data for 
postwar United States show that scrapping 
rates are sensitive to the price of repairs rela- 
tive to the price of new cars. The amount of 
repairs per car also responds to the relative 
repair price. Econ. Inquiry, April 1979, 17(2), 
pp. 197-217. University of Washington, Seat- 
tle. 

Pestieau, P. and Possen, U. M. — A Model of 

Wealth Distribution 

This paper presents a model of wealth dis- 
tribution that uses the lognormal distribution 
to explain inequality and its changes over time. 
The stochastic factor in each period is shown 
to result from deliberate choice by individual 
decision-makers regarding their savings, in- 
vestment, and bequests. The source of random- 
ness is two-fold: uncertainty above rates of re- 
turn and randomness of the distribution of 
natural skills. Also studied is the impact of tax 
parameters on inequality. Two categories of 
taxes are distinquished: taxes on flows, such 
as those on income, portfolio returns, and earn- 
ings, and those on the stock, such as wealth 
or estate taxes. Econometrica, May 1979, 47(3), 
pp. 761-72. Cornell University. 

Pratt, J. W.; Wise, D. A. and Zeckhauser, R. — 

Price Differences in Almost Competitive 

Markets 

Empirical evidence gathered in markets for 
39 relatively standardized goods shows much 
more variation in price than would be pre- 
dicted by competitive market theory. Standard 
deviations on average were 22 percent of the 
means. With price distributions known and 
buyers searching optimally, a multiple-price, 
equal-profits equilibrium may exist if profit- 
maximizing sellers charge one among a dis- 


crete set of prices. More generally, with imper- 
fect information about prices, and buyers 
updating their distributions (possibly in nonop- 
timal fashion), it is proved that an equilibrium 
always exists. Multiple-price examples are 
presented. Quart. J. Econ., May 1979, 93(2), 
pp. 189-211. Harvard University. 

Richter, M. K. — Duality and Rationality 
A framework is presented for choice and ra- 
tionality theories, together with an abstract 
theory of duality, extending the usual dualism 
of direct and indirect demand and utility. The 
duality involves concepts (demand, budgeter, 
utility, worth, value, etc), axioms (revealed 
preference, integrability, and differential re- 
vealed preference), theorems (existence of util- 
ity, worth, value; relationships between re- 
vealed preference and integrability axioms; 
etc), and proofs. A Duality Metatheorem is ap- 
plied to generate new rationality theorems and 
proofs from (improved versions of) old ones. 
/ Econ. Theory, April 1979, 20(2), pp. 131-81. 
University of Minnesota, Minneapolis. 

Schmalensee, R. — Market Structure, Durabil- 
ity, and Quality: A Selective Survey 
This essay provides an expository survey of 
that branch of the theoretical literature on 
product quality determination, which assumes 
that quality can be represented by a scalar. 
The bulk of the work considered associates that 
scalar with durability. Peter Swan’s result that 
market structure has no impact on quality is 
derived in a straightforward way, and the as- 
sumptions on which it rests are identified and 
discussed. The consequences of relaxing those 
assumptions, as revealed by the subsequent lit- 
erature, are described. The general implica- 
tions of the durability literature are summa- 
rized. Econ. Inquiry, April 1979, 17(2), pp. 
177-96. Massachusetts Institute of Technology. 

Schmidt, P., and Lovell, C. A. K. — Estimating 
Technical and Allocative InefiBciency Rela- 
tive to Stochastic Production and Cost Fron- 
tiers 

Earlier papers by D. J. Aigner, C. A. Knox 
Lovell, and Peter Schmidt and by W. Meeusen 
and J. van den Broeck have considered stochas- 
tic frontier production functions. This paper 
extends that work by considering the duality 
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between stochastic frontier prodiiction and 
cost functions, under the assumptions of exact 
cost minimization (technical inefficiency only) 
and of inexact cost minimization (technical and 
allocative inefficiency). We show how to mea- 
sure both types of inefficiency, and the associ- 
ated cost of inefficiency. The techniques are 
illustrated using data on steam-electric gener- 
ating plants. J. Econometrics, Feb. 1979, 9(3), 
pp. 343-66. Michigan State University, East 
Lansing; University of North Carolina, Chapel 
Hill. 

Selden, L. — An OCE Analysis of the Effect of 

Uncertainty on Saving under Risk Prefer- 
ence Independence 

The strong interdependence between risk 
and time preferences implicit in the additively 
separable and PLS (Phelps-Levhari-Sriniva- 
san) forms of two-period expected utility is 
shown to result in a number of misleading con- 
clusions concerning the effects of capital risk 
on optimal saving. It is frequently asserted, 
based on the PLS utility model, that the quali- 
tative effect of increased risk on saving de- 
pends on one’s degree of risk aversion. By 
using the ’’Ordinal Certainty Equivalent” rep- 
resentation of preferences (which includes 
two-period expected utility as a special case), 
we show that what really matters is not risk 
aversion but rather a parameter of the consum- 
er's time preferences interpretable as a mea- 
sure of intertemporal complementarity. Rev. 
Eicon. Stud., Jan. 1979, 46(1), pp. 73-82. Colum- 
bia University. 

Sheshinski, E. and Weiss, Y. — Demand for 

Fixed Factors, Inflation and Adjustment 

Costs 

Due to costs of price adjustment, individual 
firms will adjust their nominal prices during 
general price increases with periodical discrete 
jumps. A change in the expected rate of infla- 
tion affiles the frequency and the size of the 
jumps 1b%ominal prices. Also affected are the 
pattenubf changes in the real price and hence 
sales ahd output within* each interval. Fixed 
or quasi-fixed factors of production, such as la- 
bor, are hired in anticipation of the variations 
in their rate of utilization. The conditions un- 
der which an increase in inflationary expeeCa^ 


tions leads to a reduction or increase in the 
denumd for fixed factors are stated in the pa- 
per. Examples are given to illustrate that costs 
of price adjustment may operate on the de- 
mand side and at the micro level to induce a 
positively inclined Phillips curve. Rev. Econ. 
Stud., Jan. 1979 46(1), pp. 31-45. Hebrew Uni- 
versity, Jerusalem; Tel-Aviv University. 

Telser, L. G. — A Theory of Monopoly of Com- 
plementary Goods 

The theory of monopoly of complementary 
goods raises two important issues. First, when 
can a monopolist increase his net return by 
selling at least one of a set of complementary 
commodities at a price below its marginal cost? 
This paper shows that this practice is consistent 
with a maximum monopoly net return and ra- 
tional customers who calculate correctly the 
cost of the combination of complementary 
commodities. Second, it is shown that a mo- 
nopolist can increase his net return by forming 
groups of complementary commodities and 
selling these groups to different types of cus- 
tomers. It is a maintained hypothesis that the 
total cost of a set of complements is a linear 
function of the quantities. Hence, the theory 
relies on the nature of the demand conditions 
to explain these practices. The theory applies 
to tie-in sales, block booking, and resale price 
maintenance. /. Bus., April 1979, 52(2) pp. 21 1- 
30. University of Chicago. 

Young, L. — Uncertainty, Market Structure and 

Resource Allocation 

If a firm faces uncertain demand and chooses 
price and output taking account of inventory 
and shortage costs, then the choice of price 
is modified by its impact on demand uncer- 
tainty. The marginal revenue-marginal cost 
rule must be modified accordingly. If increased 
competitiveness increases proportional de- 
mand uncertainty, then the firm nught raise 
price and reduce sales — even though the elas- 
ticity of expected demand increases. An in- 
crease in competitiveness, which increases 
sales or decreases profitability, can increase 
average inventory and shortage costs — imply- 
ing a social loss. For a large class of demand 
structures, these possibilities occur whenever 
inventory and shortage costs are significant. 
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Oxford Earn. Pap., March 1979, 3i(l), pp. 47- 
59. University of Canterbury, Christchurch, 
New Zealand. 

023 Macroeconomic Theory 
Bhalla, S. S. — Measurement Errors and the 
Permanent Income Hypothesis: Evidence 
from Rural India 

This paper extends Friedman’s permanent 
income model by expUcitly allowing for the 
distinction between pure measurement errors 
and transitory terms in the observed variables. 
Incorporation of this distinction in the theoreti- 
cal, and empirical, framework is necessary for 
valid and direct tests of the permanent income 
hypothesis (PIH). The results support the con- 
tention of the PIH that measured consumption 
elasticities are downwardly biased estimates of 
the true permanent elasticities; the difference 
between the two is large and in a direction 
predicted by the PIH. However, a major, and 
controversial, aspect of the PIH is strongly re- 
jected by the data; the elasticity between per- 
manent components is less than unity. Amer. 
Econ. Rev., June 1979, 69(3), pp. 295-307. 
World Bank, Washington. D.C. 

Bronfenbrenner, M. — On the Locomotive ’The- 
ory in International Macroeconomics 
This essay expands conventional Keynesian 
macroeconomics to a two-country and then a 
three-country case, in which each country’s 
real income depends in part upon the real in- 
comes of its trading partners. The “locomo- 
tive” effect of each country on the world sys- 
tem is then analyzed in terms of the results 
from equiproportionate expansions of that 
country’s autonomous expenditures A as re- 
lated to its national income Y. The not-particu- 
larly-surprising result is reached that the 
largest country in the system can normally ex- 
ercise the greatest “locomotor” influence on 
world income for a given stimulation effect. 
The result is, of course, open to significant 
modification if the potential locomotive coim- 
tries differ in their propensities to save and 
import, and also (in the three-country case) in 
the nature of their relationship to nonlocomo- 
tive or “caboose” countries. Weltwirtsch. 
Arch., 1979, 115(1), pp. 38-50. Duke Univer- 
sity. 


Calvo, G. A. — On the Indeterminacy of Inter- 
est Rates and Wages with Perfect Foresisdtt 
We give two examples where there is a con- 
tinuum of perfect foresight paths converging 
to the same steady state. 'Two versions of the 
Samuelson-Diamond overlapping-generations 
model are utilized: the first one assumes labor 
and (nonreproducible) land are the only two 
factors of production, whereas the second as- 
sumes a fixed-coefficient, two-sector technol- 
ogy with labor and (reproducible) capital. Dis- 
cusses extensions to cases where some prices 
are predetermined and there is an infinitely- 
lived firm as well as implications for income 
distribution and Rational Expectations models. 
/. Econ. Theory, Dec. 1978, 19(2), pp. 321-37. 
Columbia University. 

Dewald, W. C. and Marchon, M. N . — A Com- 
mon Specification of Price, Output, and Un- 
employment Rate Responses to Demand 
Pressure and Import Prices in Six Industrial 
Countries 

This paper reports an empirical investiga- 
tion of the interaction of aggregate demand 
and supply in six countries: Canada, Prance, 
Germany, Italy, the United Kingdom, and the 
United States. This paper is concerned with 
the determination of inflation, real output, and 
the unemployment rate that results as a conse- 
quence of aggregate excess demand. To sum- 
marize, the authors identify large and gener- 
ally significant short-run effects of changes in 
money, government spending, and exports on 
demand. Though they estimate a positive ad- 
justment in prices to demand pressure, the ad- 
justment is generally weak. Thus changes in 
aggregate demand are estimated to have sig- 
nificant short-run effects on output and the un- 
employment rate. Weltwirtsch. Arch., 1979, 
115(1), pp. 1-19. The Ohio State University, 
Columbus; Institut d’ Economic Appliquie de 
I’Ecole des Hautes Etudes Commerciales, 
Montreal. 

Eichner, A. S. — A Post-Keynesian Short-Period 
Model 

This article has two main purp>oses. The first 
is to help clarify what is meant by a post- 
Keynesian short-period model. Five distin- 
guuhing features of that type of model are 
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identified. They are (1) the primary causal role 
as^gned to business investment and other 
types of discretionary expenditures; (2) the at- 
tention paid to income distributional efiFects; 
(3) the assumption of mark-up pricing; (4) the 
reliance on an exogenously determined money 
wage, and (5) the emphasis on credit availabil- 
ity rather than on changes in the money stock. 
A particular post-Keynesian short-period 
model is then specified, reflecting these five 
characteristics. The second purpose of the arti- 
cle is to help clarify the difierences between 
a post-Keynesian short-period model on the 
one hand and more conventional monetarist 
and Keynesian models on the other hand. Flow 
diagrams for the three types of models are 
presented and the input-output relationships 
analyzed so as to bring out the essential differ- 
ences. The two most important of these differ- 
ences are: (1) Whereas in both the monetarist 
and standard Keynesian models a change in 
the monetary variables logically precedes any 
change in the real sphere, in the post-Keynes- 
ian model specified this is not necessarily the 
case. The arrows of causation run in both direc- 
tions. (2) The post-Keynesian model does not 
rely on the Phillips curve relationship to ex- 
plain price movements, and thus the rate of 
inflation. It instead focuses on the differential 
growth of output per worker and of money 
wages./. Post Keynesian Econ., Summer 1979, 
/(4), pp. 38-63. State University of New York, 
Purchase and Columbia University. 

Floyd, J. E. and Hynes, J. A. — Capital Immo- 
bility, Adjustment Costs, and the Theoretical 
Foundations of Income- Expenditure Models 
This paper reexamines traditional macro- 
theoretical questions in models that fully inte- 
grate conditions of production into the struc- 
ture. The relative price of capital and con- 
sumer goods, and the real rate of interest are 
required to equal the technical rates of trans- 
formation. Capital stocks are immobile be- 
tween sector^ and increasing marginal costs 
of introd^ieil^ new capital goods into the pro- 
duction process are assumed. Given plausible 
values of the parameters, standard fiscal poli- 
cies may not change aggregate demand in the 
directions predicted by the IS-LM approach. 
And to judge what outcome is most likely re- 
quires considerable information about an econ- 


omy’s structure of production. /. Polit. Boon., 
Aprf 1979, 87(2), pp. 267-91. University of To- 
ronto. 

Garegnani, P. — Notes on Consumption, Invest- 
ment and Effective Demand; II 
This is Part II of an article on the long-run 
saving-investment relation (Part I appeared in 
the previous issue of the same journal). The 
problem is here approached in terms of John 
Maynard Keynes's monetary analysis. A com- 
parison with Knut Wicksell’s monetary theory 
shows that Keynes’s different conclusions arise 
from rejecting orthodox interest theory, and 
not from assuming wage rigidity. Later rehabil- 
itations of the traditional theses on the saving- 
investment process are traced to deficiencies 
of Keynes’-s criticism of that interest theory. 
An app>eal is then made to the different cri- 
tique of that theory conducted in Part I, based 
on the deficiencies of the conception of capital 
as a factor employable in increasing quantity 
as interest falls. The conclmion is drawn that 
even in the long run, savings caimot determine 
investment. Cambridge J. Econ., March 1979, 
3(1), pp. 63-82. University of Rome. 

Kaldor, N. — An Introduction to “A Note on 
the General Theory” 

This note introduces the English translation 
of the preface by Jean de Largentaye to his 
French translation of Keynes’s General Theory 
in 1939 and a revised version in 1968. M. Lar- 
gentaye was a distinguished civil servant, and 
French Executive Director of the-Interna- 
tional Monetary Fund from its inception to 
1964. His prefoce makes two main points 
worth wider attention: (1) Keynes’s original as- 
sumption of dimiiushing returns to labor, mod- 
ified later, led to views that more employment 
required a fall in real wages, and (2) but for 
the role of “credit-money,” involuntary unem- 
ployment could not exist. /. Post Keynesian 
Econ., Spring 1979, 7(3), pp. 3-5. University 
of Cambridge. 

Lfifgren, K.-G. — The Corridor and Local Sta- 
bility of the Effective Excess Demand Hy- 
pothesis; A Result 

This paper deals with the local stability of 
the effective excess demand hypothesis. It is 
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shown that the seminal version of the Barro- 
Grossman model can be unstable under the 
effective excess demand hypothesis, even if the 
model is stable under the traditional excess de- 
mand hypothesis. The result is a partial refuta- 
tion of a conjecture by E. C. H. Veendorp, 
and it also sheds some light on an interchange 
between Axel Leijonhufvud and Herschel I. 
Grossman on effective demand failures. Scand. 
J. Econ., 1979, 8i(l), pp. 30-47. University of 
UmeS, Sweden. 

Pesek, B. P. — A Note on Theory of Permanent 
Income 

Future income, beset by risks (with probabil- 
ity distributions) and uncertainties (without 
them) is unknowable. Its exact quantification, 
permanent future income, is therefore impos- 
sible and cannot form basis for economic deci- 
sions and economists’ attempts to understand 
them. As a result, ail alleged tests of the perma- 
nent income hypothesis (PIH) are investigating 
not the relationship between future incomes 
and current decisions, but a totally different 
relationship: between past incomes and cur- 
rent decisions. These investigations of what is 
not the PIH are of most dubious value techni- 
cally because of the arbitrary sets of weights 
that are being attached to the so-called inde- 
pendent variable (past incomes) and the de- 
pendent variables (consumption or money). 
Failure to confirm the past-present relation- 
ship is thus next to impossible. /. Post Keynes- 
ian Exon., Summer 1979, f(4), pp. 64-69. Uni- 
versity of Wisconsin, Milwaukee. 

Ramser, H. J. — Keynessche Inflations- und Kal- 
dorsche Verteilungstheorie (Keynes’ Infla- 
tion Model and Kaldor’s Distribution The- 
ory) 

The connection between Keynes's inflation 
model and Kaldor’s distribution theory is ana- 
lyzed. It is shown that the Kaldorian distri- 
bution theory is embodied in the Keynesian 
inflation model and the irrelevance of wage 
policy as suggested by the Kaldor model holds 
only under extreme assumptions on wage and 
price responsiveness. Normally, a change in 
distribution brought about by wage policy will 
effect price stability and likewise — if employ- 
ment is assumed to be variable — the level of 


employment. Kyklos, 1979, 32(1/2), pp. 205- 
18 (German). University of Konstanz, West 
Germany. 

Redseth, A. — Macroeconomic^ Policy in a Small 

Open/ Economy 

A two-sector model is used to discuss the 
effects of fiscal policy and exchange-rate varia- 
tions in a small open economy. The emphasis 
is on a situation with unemployment and a re- 
striction on the nominal wage rate. It is shown 
that indirect taxes have to be used in order 
for fiscal policy to make both sectors expand 
simultaneously. A shift from payroll taxes or 
the value-added tax to direct taxation will thus 
lead to increased production in both sectors. 
A devaluation is shown to be equivalent to a 
particular tax policy. Scand. J. Econ., 1979, 
87(1), pp. 48-59. University of Oslo. 

Sattinger, M. — Differential Rents and the Dis- 
tribution of Earnings 

This paper considers the determination of 
the wage and capital rent functions in an econ- 
omy with heterogeneous labor and capital. 
Given the distribution of labor units according 
to productivity and the distribution of capital 
units according to size, it is possible to solve 
for the differential equations describing the 
wage and capital rent functions. Integrating 
and using boundary conditions yields the wage 
and capital rent functions themselves. It is 
found that inequality in the distribution of la- 
bor earnings depends on the inequality in the 
distribution of capital among units and on the 
reserve prices of labor and capital. Oxford 
Econ. Pap., March 1979, 37(1), pp. 60-71. Mi- 
ami University, Oxford, Ohio. 

Steindl, J. — Stagnation Theory and Stagnation 

Policy 

The author draws a parallel between Roy 
Harrod’s growth theory and his own views (in 
Maturity and Stagnation, 1952). Both imply 
that the economy is adapted to a high growth 
rate, and that slow growth tends to send it 
down into stagnation. The underlying rigidity 
is attributed to its oligopolistic structure. In 
the analysis of the high growth of the postwar 
period up to 1974 and the stunted growth af- 
terwards, political and social developments are 
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prominent, e.g., the decline in international 
cooperation and the upsurge of a reaction 
against social and full employment policies. 
Cambridge J. Econ., March 1979, 3(1), pp. 1- 
14. University of Vienna. 

Stoneman, P. — A Simple Diagrammatic Appa- 
ratus for the Investigation of a Macroeco- 
nomic Model of Temporary Equilibria 
A diagrammatic apparatus is presented, 
which allows one to derive simply and con- 
cisely results on the behavior of a macroeco- 
nomic model of temporary equilibria. No new 
results are presented, but the proposition that 
the cure for unemployment depends on its 
cause is illustrated. E^onomica, Feb. 1979, 
46(181), pp. 61-66. University of Warwick, 
Coventry, England. 

Tuchscherer, T. — Keynes’ Model and the 
Keynesians; A Synthesis 
Present day Keynesian economics is roughly 
divided into three schools of thought: (1) the 
Hicks-Patinkin IS-LM approach; (2) the 
Clower-Leijonhufvud disequilibrium theory; 
and (3) the Davidson-Weintraub-Wells aggre- 
gate demand and supply approach. This paper 
attempts to unite the fundamental ideas of 
each of the three into one consistent Keynesian 
model. The key to resolving their past dis- 
agreements lies in the proper understanding 
of Keynes's overthrow of classical postulate 
two— the foundation of the market supply 
curve of labor. Once it is shown that Keynes 
looked upon this locus as an inappropriate 
market behavioral function, then IS-LM 
analysis, aggregate demand and supply, the 
dual decision hypothesis, the importance of 
uncertainty, the real balance effect, etc., all 
appear as complementary aspects of one 
Keynesian model. Furthermore the paper 
demonstrates that the interest inelastic invest- 
ment demand function and/or infinitely elastic 
liquidity function are exceptional circum- 
stances not really germane to the central argu- 
ment of the General Theory. J. Post Keynesian 
EcOhi, Summer 1979,^7(4), pp. 967 IO 9 . Port- 
land State University, Oregon. 

Tumovsky, S. J. — Inflationary Expectations in 
a Two-Sector Model of Wage-Price I>eterrai- 
nation 


This paper presents a two-sector analysis of 
wage and price determination in which some 
firices and wages are set by competitive forces, 
while others are the outcome of a noncompeti- 
tive price setting process. The analysis empha- 
sizes the role of in^tionary expectations in this 
disaggregated framework. Most of the paper 
focuses on the steady-state of the system in 
which sectoral price (wage) inflation rates are 
equalized. In this steady state the common rate 
of price inflation, wage inflation, the relative 
price of noncompetitive to competitive goods, 
the relative wage of unionized to nonunion- 
ized labor, and the share of output earned by 
labor are all determined simultaneously. The 
comparative static properties of these equilib- 
rium quantities are then investigated in some 
detail. Oxford Econ. Pap., March 1979, 37(1), 
pp. 1-19. Australian National University, Can- 
berra. 

Weintraub, S Generalizing Kalecki and Sim- 

plifying Macroeconomics 
The “wage earner spends all, capitalists save 
all” thesis is generalized by writing C= awN, 
where a = 1 in the Kalecki-Kaldor-Robinson 
models and in the case where wage-earner sav- 
ings and tax payments are exactly counterbal- 
anced by nonwage earner consumption. The 
consumption function, profits, multiplier, yeal 
wages, price level results are simplified. For 
the United States, the United Kingdom, Can- 
ada, a has hovered about ± .05 unity in recent 
years. In the more or less predictable path of 
consumption and the stability of the wage 
share, econometrics secures good results 
through more elaborate techniques. / Post 
Keynesian Econ., Spring 1979, 7(3), pp. 101- 
06. University of Pennsylvania. 

024 Welfare Theory 

Baumol, W. J Quasi Optimality: The Price 

We Must Pay for a Price System 
The paper argues that, in the absence of 
lump sum payments, a Pareto optimum i.s 
achievable by marginal cost pricing and/or 
competitive equilibrium only when the bound- 
ary of the social production set happens to be 
linearly homogeneous near that optimal solu- 
tion. Thus, contrary to widespread belief, both 
diminishing and increasing returns can be in- 
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compatible with achievement of qptimidity via 
parametric prices. Generally, the best that any 
set of fixed prices can achieve is the Ramsey 
solution constrained by Walras’s law. The re- 
sulting welfare loss is the price society must 
pay for using a price system to dlocate re- 
sources. / Polit. Econ., June 1979, S7(3>, pp. 
578-99. Princeton University. 

Bhagwati, J. N. and Wan, H., Jr, — The “Sta- 
tionarity ” of Shadow Prices of Factors in Pro- 
ject Evaluation, with and without Distortion 
By a trade-theoretic approach, we find: (1) 
with distortion and products outnumbering 
factors, project opportunity costs depend on 
sources of factor diversion and not uniquely 
on amounts diverted; (2) with distortion and 
products matching factors, number-wise (or 
without distortion and factors not outnumber- 
ing products) even large projects may be ex- 
actly evaluated by marginal variational factor 
costs, when the residual factor vector stays 
within the original Rybezynski cone. Amer. 
Econ. Rev., June 1979, 69(3), pp. 261-73. Mas- 
sachusetts Institute of Technology; Cornell 
University. 

Dahlman, C. J. — The Problem of Externality 
This article analyzes what kinds of transac- 
tion costs are consistent with the generation 
and perpetuation of externalities. It shows that 
no known notion of transaction costs can gen- 
erate externalities. Therefore, the use of the 
word “externality” simply indicates the choice 
of a suitable reference point for welfare judg- 
ments that always implies that markets are in- 
I efficient. Hence, the word externality is not a 
positive but a normative concept. The author 
shows how the approach to externalities origi- 
nating in the Coase theorem bypasses these 
issues, whereas the modern general equilib- 
rium treatment is ripe with some fundamental 
methodological flaws. /. Law Econ., April 1979, 
22(1), pp. 141-62. University of Wisconsin. 

Freeh, H. E., Ill — ^The Extended Coase Theo- 
rem and Long Run Equilibrium; The Non- 
equivalence of Liability Rules and Property 
Rights 

Many authors have held that in a world with 
reasonable positive transactions costs, the as- 


signment of liability for pollution damages af- 
fects profits, thus long-run equilibrium. There- 
fore, the Coase Theorem fails for such cases. 
Others have defended the Theorem in such 
situations. This paper shows that the disagree- 
ment h{^ its roots in a confosipn of liability 
rules and property rights. A simple general 
equilibrium model is used to show that the 
Theorem is correct for property rights assign- 
ments, but not for liability rules. Liability rules 
are shown to be, in effect, incomplete property 
rights, which leads to inefficiency. Econ. In- 
quiry, April 1979, 1 7(2), pp. 254-68. University 
of California, Santa Barbara. 

Goldman, S. M. — Intertemporally Inconsistent 

Preferences and the Rate of Consumption 

The rate of consumption is examined in the 
context of a sophisticated finite sequence plan- 
ning economy. Conditions are presented — 
principaUy changing tastes — under which the 
initial rate of consumpHon could be reduced 
while improving the welfare of the economy 
at each moment. The source of overconsump- 
tion in a generational context is, briefly: If 
tastes are changing, future generations may al- 
locate their “inheritance” differently than the 
first generation would wish. Thus the incentive 
to the first generation to bequeath is affected. 
If, only, the first generation could prescribe 
the consumption from a marginal bequest, 
their incentive to save would be strengthened. 
Econometrica, May 1979, 47(3), pp. 621-26. 
University of California, Berkeley. 

Guesnerie, R. and Laffont, J.-J. — ^Taxing Price 

Makers 

We consider, first, an economy with a gov- 
ernment controlling consumption taxes and 
lump sum transfers and a price-maker (monop- 
oly, oligopoly). Two cases appear; in the “good” 
one, first best is restored; in the “bad” case, 
the optimum is a second best where the price- 
maker’s reaction function is multivalued. This 
latter phenomenon is shown neither rare nor 
pathological: a well-behaved economy with 
monopoly is exhibited where no first best is 
decentralizable. In the second part, ruling out 
lump sum taxes, we stress the generality of 
the phenomenon; government optimization 
often pushes the system to imstable or “cata- 
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strophic” situations. /.£con. Theory,Dec. 1978, 
19(2), pp. 423-55. CEPREMAP-CNRS, Paris; 
£cole Polytechnique, Paris. 

Hylland, A. and Zeckhauser, R. — ^The Efficient 
Allocation of Individuals to Positions 
In a variety of contexts, individuals must be 
allocated to positions with limited capacities. 
Legislators must be assigned to committees, 
college students to dormitories, and urban 
homesteaders to dwellings. (A general class of 
fair division problems would have the positions 
represent goods.) This paper examines the gen- 
eral problem of achieving efficient allocations 
when individuals’ preferences are unknown, 
and where (as with a growing number of non- 
market allocation schemes) there is no facilitat- 
ing external medium of exchange such as 
money. An implicit market procedure is devel- 
oped that elicits honest preferences, that as- 
signs individuals efficiently, and that is adapta- 
ble to a variety of distributional objectives. / 
Polit. Econ., April 1979, S7(2), pp. 293-314. 
Harvard University. 

Lucas, R. E. B, — Sharing, Monitoring, and In- 
centives: Marshallian Misallocation Reas- 
sessed 

A general equilibrium model is presented 
wherein wage labor requires monitoring in or- 
der to extract effort. Landlords may also elect 
to adopt share-tenancy contracts in which 
workers have an incentive to supply unsuper- 
vised effort. Two "distortions” exist: monitor- 
ing costs in one sector and a share “tax” in 
the other. Efficiency statements require sec- 
ond-best comparisons adopting more specific 
functional forms. This mixed wage-share-ten- 
ancy economy is technically efficient, and pro- 
vides greater Benthamite social welfare than 
a wage-only economy, when private incentives 
lead to mixing. The incidence of share-tenancy 
is hypothesized to increase with monitoring 
costs, density of tenants per landlord, and labor 
intensity of production. / Polit. Econ., June 
1979, 8r(3),^pp. 501-21. Boston University. 

Shorrocks, A. F. — Income Inequality and In- 
come Mobility 

The inequality value computed for any flow 
variable will depend on the choice of tfie ac- 


counting period. As the interval is extended, 
the inequality index usually declines, since the 
longer period enables some of the short-term 
fluctuations to cancel out. However, no such 
inequality reduction will be recorded if the 
society were rigid or (income) immobile. The 
paper examines the precise relationship be- 
tween the inequality value and the accounting 
period. This leads to a new approach to the 
measurement of mobility when the variable 
in question is a flow. / Econ. Theory, Dec. 1978, 
79(2), pp. 376-93. London School of Econom- 
ics. 

Ulph, D On Labour Supply and the Mea- 

surement of Inequality 
When income varies with hours of work, but 
with distribution of labor skills given, it is 
shown that Joseph Stiglitz’s finding that in- 
equality measures can be negative results from 
a confusion ofefficiency loss with distributional 
loss. An alternative measure is proposed that 
is non-negative and typically greater than tra- 
ditional measures. When labor skills can be re- 
distributed, there may be no fair and efficient 
allocation. When income and labor endow- 
ments can be re-distributed, fair and efficient 
allocations exist but may not be welfare maxi- 
mizing, so negative measures of inequality may 
result. Divisibility of labor skills is shown to 
avoid these difficulties. J. Econ. Theory, Dec. 
1978, 79(2), pp. 492-512. University College 
London. 

Welch R. L. — The Representation of Shadow 
Values in Resource Allocation Teams 
In problems of allocating infinitely many re- 
sources, which often arise in models with time 
or uncertainty, the dual space of the trade 
constraint contains many elements that may 
not be representable as a system of prices. Al- 
though this problem has been discussed in the 
efficiency price literature, such theorems may 
not be useful in models where there are many 
decision-makers, each with different informa- 
tion. The appropriated representation theo- 
rems are provided. Similarity with theorems 
in the efficiency price literature is discussed, 
and an extension of the approximation results 
found there is also displayed. / Econ. Theory. 
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Feb. 1979, 20(1), pp. 23-40. Wayne State Uni- 
versity, Detroit. 

Weymark, J. A. — On Pareto-Improving Price 

Changes 

A set of necessary and sufiBcient conditions 
for the existence of price changes, which will 
lead to a Pareto improvement relative to an 
initial set of demands, is presented. Considers 
applications of this result to optimal taxation 
theory. /. Econ. Theory, Dec. 1978, 19(2), pp. 
338-46. University of British Columbia, Van- 
couver. 

Wolf, C., Jr. — A Theory of Nonmarket F’ailure: 

Framework for Implementation Analysis 

The principal rationale for public policy in- 
tervention lies in the inadequacies of market 
outcomes. A reasonably well-structured theory 
already exists for explaining and predicting 
these inadequacies or failures. But non-market 
remedies for market failures may themselves 
fail. Non-market failure requires analysis so 
that its predictability can be advanced toward 
that already reached in the case of market fail- 
ure. The theory of non-market failure devel- 
oped in this paper suggests the sources of non- 
market failures and where to look for them. 
In turn, the theory of non-market failure pro- 
vides a framework for the systematic analysis 
of implementation as an integral part of policy 
research. / Law Econ., April 1979, 22(1), pp. 
107-39. The Rand Corporation, Santa Monica, 
California. 

025 Social Choice 

Barbera, S. — A Note on Group Strategy-Proof 

Decision Schemes 

Decision schemes are social decision-making 
procedures that assign a lottery on alternatives 
to each Mtuple of rankings over alternatives. 
A decision scheme is group strategy-proof if 
no group of expected utility maximizing indi- 
viduals would ever find it advantageous to ma- 
nipulate its outcome by misrepresenting their 
preferences. It is proven that, if a decision 
■scheme is group strategy-proof, either (a) only 
the probabilities attached to two of the alterna- 
tives may change as individual preferences 
change, or else (b) the probabilities attached 
to alternatives depend on the stated prefer- 


ences of a single, fixed individual. Sufficient 
conditions for group strategy-proofness are also 
provided. Econometrica, May 1979, 47(3), pp. 
637-40. University of Bilbao, Spain. 

Cohen, L. — Cyclic Sets in klultidimensional 

Voting Models 

Simple mgjority rule usually does not yield 
an unambiguous consistent outcome. Assum- 
ing a characterization of the set of potential 
outcomes as R" and an odd number of voters 
with quasi-concave preferences, a unique, 
nonempty set of majority rule cycles exists. Suf- 
ficient conditions are established for the top 
cycle set to encompass the entire policy space. 
Generalized quadratic utility functions satisfy 
these conditions. ]. Econ. Theory, Feb. 1979, 
20(1), pp. 1-12. Harvard University. 

Frey, B. S. — Economic Policy by Constitutional 

Contract 

Constitutional contracts offer a promising 
approach for influencing economic policy in 
politico-economic systems in which govern- 
ment is an endogenous part. Such contracts 
establish the society’s ground rules by unani- 
mous consent and are applicable in many prob- 
lem areas in the real world. The economic pol- 
icy adviser’s task is to help develop, realize, 
and maintain them. This approach marks the 
beginning of a theory of economic policy, 
which is directly connected with practical eco- 
nomic policy as it emerges out of the political 
process in a democracy, and which is more 
than a simple maximization of a social welfare 
function subject to constraints. Kyklos, 1979, 
32(1/2), pp. 307-19. University of Zurich. 

Greenberg, J. — Consistent Majority Rules over 

Compact Sets of Alternatives 

Consider a society with n individuals who 
must choose an alternative from a given non- 
empty set X. For an integer d less than or equal 
to n. a d-majority equilibrium is an alternative 
X* an element of X such that no alternative 
in X is preferred to x* by at least d individuals. 
It is proved that when is a compact and con- 
vex set of dimension m, a necessary and suffi- 
cient condition that for every profile of individ- 
uals’ convex and continuous preferences there 
exists a d-majority equilibrium is that d be 
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greater than (»n/(m + l))n. Econometrica, May 
1079, 47(3), pp. 627-36. Virginia Polytechnl- 
que Institute, Blacksburg. 

McKee, A. — From a Theory of Economic Jus- 
tice to Its Implementation 
Economic justice is best approached by dis- 
tinguishing basic concept, intermediate princi- 
ples and implementation stage. It implies a 
group of human rights, which must be satisfied 
through appropriate institutions and working 
of the economy. The approach outlined con- 
trasts ‘‘moderate realism” in knowing and im- 
plementing economic justice with the nonop- 
erational, analytic method of welfare 
economics, the self-interest social contract pro- 
posals of John Rawls, the individualistic calcu- 
lus of James Buchanan, and the narrow logic 
of Kenneth Arrow’s social choice. The “ra- 
tional” approach to decision-making becomes 
a pseudo-ethics, substituting a discussion of 
procedures for the substance of decisions. The 
problem solving of actual economics has little 
to do with this academic business and is much 
closer to the way of moderate realism outlined. 
Rev. Soc. Econ., April 1979, 37(1), pp. 63-78. 
King’s College, London, Ontario. 

Ott, A. E. — Oeber die Definition eines Verteil- 
ungszieles (On the Definition of a Distri- 
bution Target) 

Neither the “Act concerning the formation 
of an economic-experts commission” nor the 
“Act concerning economic regulation” con- 
tains any distributional targets. Indeed, taking 
national income as given, and factor-income 
distribution and distribution among social 
classes as equal, no target of income policy may 
be formulated that would be acceptable to 
both industry and unions. Income growth and 
income sources have to be considered. The fol- 
lowing distributive target may then be stated: 
The participation of every social group in 
working income and in wealth income shall 
be identical. Thus, participation in national in- 
come is constant and independent from facto- 
ral distribution. KykVos, 1979, 32(1/2), pp. 320- 
30. University of Tubingen, West Germany. 

SblMbeit, W. — On the Proper Role of Govem- 
■‘‘laent in the Dual Economy 


Hie paper argues that econmnists have in- 
correctly interpreted economic efficiency to 
mean market efficiency. Economic efficiency 
is achieved when society’s welfare is maxi- 
mized. It is imperative that economists try to 
find the proper mix of market and government 
goods consistent with maximizing societal wel- 
fare within the construct of both price-value 
and voter-value theory. One possible mix is 
to have the government assure the provision 
of rights, while the market provides privileges. 
This is the rights /privileges criterion. Some of 
the problems of the rights /privilege criterion 
are discussed. J. Post Keynesian Econ., Summer 
1979, 7(4), pp. 127-30. Clemson University, 
South Carolina. 

026 Economics of Uncertainty and Information 
Harris, M. and Raviv, A. — Optimal Incentive 
Contracts with Imperfect Information 
'This paper, develops a general model of 
moral hazard in an agency setting and derives 
Pareto optimal contracts under various as- 
sumptions on the information structure. In par- 
ticular, we show that monitoring of the agent’s 
action (if it is free) can be expected whenever 
the agent is risk averse, even if such monitor- 
ing produces only a (noisy) estimate of the ac- 
tion. Moreover, we show that in such cases, 
optimal contracts will be such that the agent 
is rewarded if the monitoring result indicates 
adequate pterformance; otherwise he is dis- 
missed. This result is consistent with the most 
widely used forms of employment contracts. 
Further potentially testable implications are 
derived under more restrictive assumptions. 
/. Econ. Theory, April 1979, 23(2), pp. 231-59. 
Carnegie-Mellon University, Pittsburgh. 

Kreps, D. M. and Porteus, £. L. — ^Temporal 
von Neumsmn-Morgenstern and Induced 
Preferences 

Induced preference in dynamic contexts, 
such as preference for uncertain income 
streams induced from preference for consump- 
tion streams, typically does not have an ex- 
pected utility representation. Esirlier resolu- 
tion of uncertainty is preferred for plaiuiing 
purposes, and the standard von Neumaim- 
Morgenstern substitution axiom may fail for 
uncertainty resolving at a single date. Tempo- 
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al von Neumann-Morgenstem preference 
elaticxis can encompass &e first effect, but not 
be second. We establish necessary and suffi- 
tent conditions for induced preference to be 
emporal von Neumann-Morgenstern, and we 
onsider how well-induced preference is ap- 
troximated by temporal von Neumann-Mor- 
;enstem preference when those conditions are 
lOt met. / Econ. Theory, Feb. 1979, 20(1), pp. 
11-109. Stanford University. 

iwon, Y. K.; Fellingham, J. C. and Newman, 
D. P. — Stochastic Dominance and Informa- 
tion Value 

In an economy with two agents (the investor 
nd the producer), information production and 
itilization is analyzed with respect to three 
listinct issues: (1) production implications of 
^formation, (2) reduction of informational 
symmetry between the agents, and (3) reduc- 
ion of perquisite consumption by the pro- 
lucer. In general, if the efiFect of information 
an be characterized in terms of the first- 
legree stochastic dominance and the utility 
imctions of the agents possess appropriate 
isk-taking characteristics, information choice 
ly the producer is seen to benefit both agents. 
. Econ. Theory, April 1979, 20(2), pp. 213-30. 
Jniversity of California, Berkeley; University 
if Texas, Austin; idem. 

ifilgrom, P. R. — A Convergence Theorem for 
Competitive Bidding with Differential In- 
formation 

This paper investigates the behavior of the 
inning bid in a sealed bid tender auction 
k'here each bidder has private information. 
Vith an appropriate concept of value, the win- 
ling bid will converge in probability to the 
alue of the object at auction (as the number 
f bidders grows large) if and only if a certain 
tiformation condition is satisfied. In particular, 
i is not necessary for any bidder to know the 
alue at the time the bids are submitted. These 
esults bear on the relationship between price 
ind value and on the aggregation of private 
nformation by the auction mechanism. 
^onometrica, May 1979, 47(3), pp. 679-88. 
'tanford University. 

Yeitzman, M. L. — Optimal Search for the Best 
Alternative 


This paper completdy characterizes the so- 
lution to the problem of searching for the best 
outcome from alternative sources wdth difinr- 
ent properties. The optimal strategy is an ele- 
mentary reservation price rule where the res- 
ervation prices are easy to calculate and have 
an intuitive economic interpretation. Econo- 
metrica. May 1979, 47(3), pp. 641-54. Massa- 
chusetts Institute of Technology. 

030 History or Economic Thought} 
Mbthodolocy 

031 History of Economic Thought 
Ando, A. — On the Contributions of Herbert 
A. Simon to Economics 
This survey of Herbert A. Simon’s contri- 
butions to economics is based on a consistent 
theme which runs throughout Simon’s work, 
i.e., to construct a comprehensive framework 
for modelling and analyzing the behavior of 
man and his organizations faced with a com- 
plex environment, recognizing the limitation 
of his ability to comprehend, describe, analyze 
and to act, while allowing for his ability to learn 
and to adopt. Topics include adaptive behavior 
and the dynamic adjustment process, near de- 
composability, hierarchial structure, and causal 
relationships. Scand. J. Econ., 1979, 8/(1), pp. 
83-93. University of Pennsylvania. 

Baumol, W. J. — On the Contributions of Her- 
bert A, Simon to Economics 
This survey of Herbert A. Simon’s contri- 
butions to economics focuses mainly on Si- 
mon’s theories regarding organizational be- 
havior, satisficing versus maximization, and the 
criterion for postive valued solutions. Scand. 
J. Econ., 1979, 8/(1), pp. 74-82. New York Uni- 
versity and Princeton University. 

Bordo, M. D. and Landau, D. — ^The Pattern 
of Citations in Economic Theory, 1945-68: 
An Exploration towards a Quantitative His- 
tory of Thought 

This article systematically analyzes the foot- 
note references and bibliographies of articles 
in eight leading economics journals in the 
mainstream of economic theory over the pe- 
riod 1945-68, to shed light on some of the 
salient characteristics of the postwar develop- 
ment of the literature of economics. We find 
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that economics displays some of the character- 
istic^ of physical science— our finding of an 
average “half-life” of all journal articles of 5.4 
years compares to similar results for physics. 
In addition, we discern a considerably larger 
impact of a small number of eminent leaders 
in the field than by other scholars in our sample 
of cited articles, evidenced both in a greater 
citation frequency and a longer time pattern 
of citation. Finally, our analysis reveals that 
only a small iraction of published articles in 
economics are cited. Hist. Polit. Econ., 
Summer 1979, 11(2), pp. 240-53. Carleton Uni- 
versity, Ottawa. 

Ekelund, R. B., Jr., and Price, E. O., Ill — Sir 
Edwin Chadwick on Competition and the 
Social Control of Industry: Railroads 
This article investigates a well-developed 
contribution to the analysis of railway econom- 
ics made by Sir Edwin Chadwick (1800-1890), 
a lawyer and civil servant. Specifically, this arti- 
cle critically evaluates Chadwick’s unorthodox 
theory of competition and industrial organiza- 
tion; demonstrates that his solution to the rail- 
way-natural monopoly problem encompassed 
to a large extent those of his most innovative 
contemporaries in England and Europe inter- 
ested in railway economics; evaluates the theo- 
retical merits and deficiencies of consolidation 
of the British railroads under Chadwick’s prin- 
ciple, an evaluation that applies to any imple- 
mentation of Chadwick’s plan; and examines 
the filiations between Chadwick and John 
Stuart Mill on the question of railroads and 
social control. We believe that a review of 
these issues seems especially timely given the 
precarious position of privately owned rail 
lines in the United States, and we conclude 
that Chadwick’s principle should be given seri- 
ous consideration if nationalization of railroads 
(or any other industry for that matter) becomes 
the choice of society. Hist. Polit. Econ., 
Summer 1979, 11(2), pp. 213-39. Auburn Uni- 
versity, Alabama; Texas A & M University, Col- 
lege Station. 

Heiibroner, R. L. — Modern Economics as a 
, CSukpter in the History of Economic Thought 
flespite its remarkable development of ana- 
lytic tools, the economics of the last halfuaen- 


tury is described as disappointing in compari- 
son with the achievements of earlier periods. 
The disappointment stems from the failure to 
generate a large-scale gestalt comparable to 
those of medieval, mercantilist. Classical, 
Marxian, or marginalist thought. Modem eco- 
nomics has not identified a “hidden problem 
in material reproduction” to give depth or 
unity to its technical attainments. It is argued 
that the identification and elucidation of such 
hidden problems constitues the central objec- 
tive of economics. Hist. Polit. Econ., Summer 
1979, 11(2), pp. 192-98. New School for Social 
Research, New York. 

Hennings, K. H. — George Darwin, Jevons, and 

the Rate of Interest 

This artiele discusses a letter written by 
George Darwin to Jevons in 1873. It is shown 
that Darwin drew Jevons ’s attention to the fact 
that his definition of the rate of interest rests 
on a rather special as.sumption; that in the 
course of his discussion, Darwin related the 
rate of interest much more explicitly than Je- 
vons had done to the internal rate of return 
of a time-consuming investment process; and 
that Darwin based the definition of a profitable 
investment project firmly on a cost-benefit 
comparison of net present values of expected 
costs and benefits. Hist. Polit Econ., Summer 
1979, 11(2), pp. 199-212. Technical University 
of Hanover. 

Hettich, W. — Henry Simons on Taxation and 

the Economic System 

The article examines Henry C. Simons’s 
work on taxation and tax reform. It is shown 
that his proposals formed part of a well inte- 
grated philosophical framework with liberty 
and equality as primary values. The compre- 
hensive tax base, his best-known contribution, 
was advanced as a "rule,” i.e., a way of limiting 
the power of governments to interfere in the 
economy. Recent criticisms of the concept 
have failed to take account of this point. Si- 
mons’s work forms a valuable counterpart to 
the literature on optimal taxation, which de- 
rives its philosophical assumptions from utili- 
tarianism. His ideas and approach continue to 
provide a useful basis for research on tax policy. 
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Sat. Tax J., March 1979, 32(1), pp. 1-9. Carle- 
ton University, Ottawa. 

Kurz, H. D. — Sra£fa after Marx 
In this review article on Ian Steedman’s 
Marx after Sraffa it is argued that Steedman’s 
interesting analysis is incomplete in the sense 
that it does not properly bring out the direct 
descendence of Sraffa’s approach from Marx’s: 
Marx after Sraffa lacks a satisfactory investiga- 
tion of Sraffa after Marx. It is shown that Sraf- 
fa’s surplus equations method can be viewed 
as the result of a critical investigation of Marx’s 
theory of production prices; that values cannot 
be negative; and that the “Fundamental Marx- 
ian Theorem” holds also in the joint production 
case and is quite independent of the theory 
of commodity-values. Australian Econ. Pap., 
June 1979, 18(32), pp. 52-70. University of 
Kiel, West Germany. 

Liebermann, Y. — Elements in Talmudic Mone- 
tary Thought 

Talmudic monetary thought is not only in- 
teresting but also includes an element absent 
from modern monetary systems, namely flexi- 
ble internal exchange rates. Flexible internal 
exchange rates replace the interest rate as the 
major argument in the Talmudic money de- 
mand function, which is restricted by Jewish 
law from having a non-zero interest rate. The 
analysis of this system is preceded by a discus- 
sion of the functions and properties of means 
of payment as viewed by Talmudic authorities. 
Hist. Polit. Eicon., Summer 1979, 11(2), pp. 
254-70. Bar-IIan University, Ramat-Gan, Is- 
rael. 

Martin, D. T. — Alternative Views of Menge- 
rian Entrepreneurship 
A review of the historical development of 
entrepreneurial theory reveals a basic conflict 
between Joseph Schumpeter and Frank 
Knight with respect to their treatment of the 
entrepreneur found in the writing of Carl 
Menger, the founder of the Austrian School. 
It is this divergence of views that will be ad- 
dressed and that the paper attempts to resolve. 
The alternative conceptions of Mengerian en- 
trepreneurship are evaluated. The evidence 
suggests that Knight’s view of the Mengerian 


order is incorrect, and that, to a very consider- 
;d>le extent, Knight would be more appropri- 
ately classified as a member of the Austrian 
School rather than a neoclassicist. Hist. Polit. 
Econ., Summer 1979, 11(2), pp. 271-55. Uni- 
versity of Nebraska, Lincoln. , 

f. I 

Milgate, M. — On the Origin of the Notion of 
“Intertemporal Equilibrium” 

Evidence is advanced to show that this no- 
tion of equilibrium was developed in the 1920’s 
and 1930’s and not earlier as is sometimes 
thought; and that, once this is recognized, to 
the three names one might then naturally asso- 
ciate with this development (Erik Lindahl, 
Gunnar Myrdal, and John Hicks) must be 
added the name of Friedrich Hayek. It is ar- 
gued also that an important part of the impetus 
for altering the notion of equilibrium in this 
way is to be found in the difBculties that the 
orthodox long-period theory of capital (con- 
ducted in terms of demand and supply) en- 
countered outside one-commodity worlds. 
Economio, Feb. 1979, 46(181), pp. 1-10. Trin- 
ity College, University of Cambridge. 

Moody, R. E. — Economists and Economic 
Change 

This paper examines briefly the role of econ- 
omists and institutions in three economic peri- 
ods differentiated by the exercise of authority 
and power in economic affairs; (1) the feudal 
and mercantile eras of John Locke and Adaun 
Smith; (2) The classical laissez-faire period of 
the nineteenth and early twentieth centuries; 
and (3) The era of concentrated economic au- 
thority from the Great Depression to the pres- 
ent. In the latter era the contrasting methods 
of John R. Commons and John M. Keynes are 
examined. /. Post Keynesian Econ., Summer 
1979, 7(4), pp. 110-19. U.S. Department of Ag- 
riculture (retired). 

Oakley, A. — Aspects of Marx’s Grundrisse as 
Intellectual Foundations for a Major Theme 
of Capital 

Marx’s Grundrisse manuscripts contained 
the adumbration of his theories of value and 
surplus value and the category labor power 
from which he devised his theory of the essen- 
tial nature of capitalist distribution. In this arti- 
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cle it is established that in the Grundrisse Marx 
djd not fully elaborate the analytical implica- 
tions of the necessary articulation between the 
essential categories of value /surplus value and 
the phenomenal categories of price /profit. 
But, even though the work was transitional in 
the evolution of the analysis found in Capital, 
it did contain a fundamental core of theory 
from which the later work was developed. 
Hist. Polit, Econ., Summer 1979, 11(2), pp. 
286-302. University of Newcastle, New South 
Wales, Australia. 

Rousseas, S. — Rosa Luxenburg and the Origins 
of Capitalist Catastrophe Theory 
The transformations that capitalism has gone 
through have necessitated a revision and up- 
dating of some of the basic Marxian concepts — 
including the labor theory of value and the 
role of technology. The article concentrates on 
Rosa Luxemburg’s theory of capital accumula- 
tion, her dispute with Michael Tugan-Baranov- 
sky, and her critique of Marx’s Capital 
Luxemburg’s shift from “exploitation” to “real- 
ization” as the key to capitalist society antici- 
pated many of the later arguments over effec- 
tive demand, capitalist catastrophe (as a 
theoretical limit), and imperialism. J. Post 
Keynesian Econ., Summer, 1979, 1(4), pp. 3- 
23. Vassar College. 

036 Economic Methodology 
Finn, D. R. — Objectivity in Economics: On the 
Choice of a Scientific Method 
This paper argues that each economist 
chooses — consciously or unconsciously — a sci- 
entific method and that the choice among com- 
peting methods is made employing pre-scien- 
tific criteria which require a nonscientific 
justification to avoid circularity. The paper il- 
lustrates two such choices: by an orthodox 
economist (Milton Friedman) and a Marxian 
economist (Oskar Lange). In both cases it is 
demonstrated that in spite of each man’s efforts 
to engage in an unbiased science, the funda- 
mental outjines of each man’s science correlate 
closely with the baSic characteristics of each 
individual in society. Thus, although “objectiv- 
ity” ought to be sought after, it carmot be seen 
as a simplistic separation of economic science 
from the economist’s convictions abouF-non- 


scientific issues. Reo. Soc. Econ., April 1979, 
37(1), pp. 37-61. St. John’s University, CoUege- 
ville, Minnesota. 

040 Economic Histohy 

041 Economic History: General 

Stolz, P. — Neue Wirtschaftsgeschichte und 
Neue Politische Oekonomie: Vom Vergleich 
zum Versuch einer Synthese (New Eco- 
nomic History and New Political Economy: 
From a Comparison to an Attempt of a Syn- 
thesis) 

Public choice theory on the one hand deals 
with nonmarket decision-making, using, nev- 
ertheless, conceptions developed for the analy- 
sis of market behavior. New Economic History 
on the other hand investigates above all the 
market. Common to both approaches, how- 
ever, is the tendency to “export” the tools of 
economic theory into new fields. There is a 
still more fundamental resemblance: When 
long-term processes in economic history are 
examined, it is often impossible to separate ex- 
ogenous and endogenous variables. Since the 
theory of public choice goes beyond this bar- 
rier between institutional framework and eco- 
nomic variables, it meets the analytical needs 
of economic history, if the chief stress is not 
on equilibrium models. Kyklos, 1979, 32(1/2), 
pp. 475-89 (German) University of Basle, Swit- 
zerland. 

042 Economic History; North America (excluding 
Mexico) 

Field, A. J. — Economic and Demographic De- 
terminants of Educational Commitment: 
Massachusetts, 1855 

More than half the variance in length of 
school session in a cross-section of 329 localities 
in Massachusetts in 1855 can be explained by 
the share of Irish in the town’s population, the 
family per dwelling ratio, and a proxy for the 
share of male merchants over 15 in the popula- 
tion, all of which enter regression equations 
with strong positive coefficients. This paper 
considers what these results may tell us about 
a number of hypotheses that link industrializa- 
tion and educational revitalization in antebel- 
lum Massachusetts, discusses independent con- 
firmation of these basic relationships, and 
concludes with a more general discussion of 


Selected Alatracts 


1755 


the implications of this Massachusetts evi- 
dence./ Econ. Hiut.,June 1970, 39(2), pp. 439- 
59 . Stanfm-d University. 

Fraundorf, M. N. — The Labor Force Participa- 
tion of Tum-of-the-Century Married Women 
The standard modem model of married 
women’s labor force participation is modified 
because tum-of-the-century families had the 
alternatives of substituting children for the 
mother in the labor force and of taking in pay- 
ing boarders. The modified model explained 
1901 participation rates quite well. Participa- 
tion rates were significantly related (nega- 
tively) to the number of older children (poten- 
tial workers), but not to the number of young 
children. In addition, the availability of jobs 
was more important than high wages in induc- 
ing women to seek work. Other family income, 
the male unemployment rate, and literacy 
were also significant. J. Econ. Hist, June 1979, 
39(2), pp. 401-18. Oregon State University, 
Corvalhs. 

Grampp, W. D. — Adam Smith and the Ameri- 
can Revolutionists 

Like Smith, the men who made the Ameri- 
can Revolution and wrote the Constitution 
placed power before wealth and valued free- 
dom as a means as well as an end. His national- 
ism and utilitarianism illuminate the thinking 
of the Americans, explain why their belief in 
the free market was qualified just as his was, 
and show the consistency of their ideas of eco- 
nomic policy with his. Hist Polit Econ., 
Summer 1979, ii(2), pp. 179-91. University 
of Illinois, Chicago. 

043 Economic History: Ancient and Medieval 
(until 1453) 

Berlow, R. K. — The Sailing of the “Saint Es- 
prit” 

The Saint Esprit was a merchant ship that 
sailed from the harbor of Marseilles in the 
spring of 1248, bound for Acre. One hundred 
and fifty contracts relating directly to this voy- 
age are preserved in the notarial records. This 
article attempts to reconstruct the circum- 
stances surrounding this venture, and analyzes 
the statistical data available with regard to pas- 
sengers, investors, and cargo. The general pic- 


ture that emerges from studying the total ven- 
ture ofifors a new perspective on medieval busi- 
ness. / Econ. Hist. June 1979, 39(2), pp. 348^ 
62. Touro College, New York. 

044 Eoonomio History: Europo 
Broad, J. P. F. — Gentry Finances and the Civil 
War: The Case of the Buckinghamshire Ver- 
neys 

A genera) survey, with detailed evidence 
from Buckinghamshire gentry families, sug- 
gests that there was a severe but short-term 
financial crisis during the English Qvil War, 
reducing income and allowing debts to mount. 
Pre-existing debts determined the extent of 
financial losses more than political allegience. 
Sequestration and composition were irritants, 
but not central to the crisis. Postwar revival 
was helped by widespread debt reductions and 
rising rents and land prices. For the Vemeys, 
the key to long-term recovery lay in a combina- 
tion of demographic factors, marriage policy, 
and links with the commercial world. Econ. 
Hist Rev., 2nd Ser., May 1979, 32(2), pp. 183- 
200. Polytechnic of North London. 

Eltis, D. — The British Contribution to the 
Nineteenth-Century Transatlantic Slave 
Trade 

Though the British suppressed their own 
trade and attempted to suppress that of other 
nations in the years after 1807, British mer- 
chants continued to supply goods and credit 
to foreign slave merchants. The paper de- 
scribes the nature of this involvement, esti- 
mates the cost advantage of British goods and 
credit over the next best alternatives available 
to the slave trader and, with the aid of demand 
and supply analysis, concludes that 80,000 
fewer slaves would have been carried between 
1821-43 in the absence of British involvement. 
Econ. Hist Rev., 2nd Ser., May 1979, 32(2), 
pp. 211-27. Algonquin College, Ottawa. 

Gregory, P. R — 'The Russian Balance of Pay- 
ments, the Gold Standard and Monetary Pol- 
icy; A Historical Example of Foreign Capital 
Movements 

This paper reports new calculations of for- 
eign investment in Russia between 1881 and 
1913. As the m^or recipient of foreign capital 
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under the gold standard, Russia provides an 
ideal study of capital flows among coun- 
tries! The conclusions are that the influx of for- 
eign investment into Russia following convert- 
ibility was much more substantial than the 
early estimates suggested, and that the Russian 
growth rate was raised by about 0.5 percent 
annually as a consequence of the gold standard. 
The major cost of achieving convertibility was 
that two-thirds of official borrowing abroad be- 
tween ^1885 and 1897 was used to acquire gold 
reserves, but the ensuing growth benefits 
which are estimated far outweigh these costs. 
The Russian case confirms the standard portfo- 
lio theory of capital movements, and the rela- 
tionship between the demand and supply of 
fiat money explains observed variations in the 
exchange rate. ]. Econ. Hist, June 1979, 39(2), 
pp. 379-99. University of Houston. 

Kennedy, L. — ^Traders in the Irish Rural Econ- 
omy, 1880-1914 

The role and number of intermediaries in 
Irish and other rural economies has frequently 
been the subject of critical comment. Criti- 
cism, in the Irish case, focused mainly on the 
apparent multiplicity of middlemen and their 
alleged ability to inflate distributive margins 
so as to support an uneconomical level of trad- 
ers. These propositions are firmly rejected on 
the basis of a consideration of such issues as 
shifts in the occupational structure, the rela- 
tionship between prices and density of traders, 
and the market forms typically present in the 
rural economy in this period. Econ. Hist. Rev., 
2nd Ser., May 1979, 32(2), pp. 201-10. The 
Queen’s University of Belfast. 

McClure, P. — Patterns of Migration in the Late 

Middle Ages: The Evidence of English Place- 

Name Surnames 

For various reasons historians have been 
somewhat shy of using surnames from English 
place names to calculate distances of migration 
in late medieval England. This article discusses 
the methodolomcsd problems, reviews previ- 
ous work, and proposes a more - rigorous 
method, which is illustrated by statistical ana- 
lyse of fourteenth-century place-name sur- 
HiMnes in rural Nottinghamshire and the towns 
dfl^OlRngham, Leicester, Norwich, York, 
London. Contrasting patterns of immigration 


are evidenced in village and town, in towns 
of different size and situation, and in York be- 
fore and after the Black Death. Econ. Hist 
Rev., 2nd Ser., May 1979, 32(2), pp. 167-82. 
University of Hull, Elngland. 

Overton, M. — Estimating Crop Yields from 
Probate Inventories: An Example from East 
AngUa, 1585-1735 

There is at present no series of crop yields 
available for early modern England. This paper 
describes a method for calculating estimates 
' of grain yields in bushels per acre, using data 
derived from English probate inventories. Re- 
sults are presented of 10-year average yields 
for wheat, rye, barley, oats, and peas for the 
two counties of Norfolk and Suffolk during 
1587-98, 1628-40, and 1660-1735. These re- 
sults are compared with other yield figures for 
the periods before and after these dates, and 
used to revise existing estimates of the progress 
of productivity changes. / Econ. Hist, June 
1979, 39(2), pp. 363-78. Emmanuel College, 
University of Cambridge. 

Vyas, A. — Primary Accumulation in the USSR 
Revisited 

Primary accumulation in the U.S.S.R. during 
the First Five Year Plan period took place in 
ways very different from what was envisaged 
by E. Preobrazhensky. The paper aims to assess 
a proposition of the Soviet economic historian 
A. A. Barsov, who argues that, while the peas- 
antry played an important role in the process 
of industrialization, the bulk of accumulation 
necessary for socialist industrialization was cre- 
ated by the working class. In terms of a model 
of accumulation, it is shown that there was a 
drastic decline in urban real wages — a feature 
that permitted a very high rate of accumula- 
tion during the period. Cambridge J. Econ., 
June 1979, 3(2), pp. 1 19-30. Jawarhalal Nehru 
University, New Delhi. 

046 Economic History: Africa 
Chamberlin, C. — Bulk Exports, Trade Tiers, 
Regulation, and Development: An Eco- 
nomic Approach to the Study of West Afri- 
ca’s “Legitimate Trade” 

During the nineteenth century the export 
of bulk commodities from West Africa ex- 
panded at the expense of slave exports. Re- 
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search has focused on the political implications 
of the expansion of so>called “legitimate trade” 
rather than on its economic character. In the 
interest of an economic approach, new temoi- 
nology and a conceptual framework are pro- 
posed and then applied to a historical prob- 
lem — the levels of competition prevailing in 
the African trader networks serving the coastal 
ports. The conclusions of this study are related 
to the issue of the historical origins of African 
underdevelopment. /. Econ. Hist, June 1979, 
39(2), pp. 419-38. American Enterprise Insti- 
tute for Public Policy Research, Washington, 
D.C. 

050 Economic Systems 
051 Capitalist Economic Systems 
Ault, D. E. and Rutman, G. L. — ^The Develop- 
ment of Individual Rights to Property in 
Tribal Africa 

The purpose of this study is to examine the 
effects of changing economic conditions, espe- 
cially the increasing scarcity of land, on the 
evolution of property rights systems in tribal 
Africa. Communal property rights systems 
may allocate resources efficiently when land 
price is zero. When, however, the demand for 
land exceeds the supply at zero price, commu- 
nal property rights systems lead to externahties 
that result in the misallocation of resources. 
Using the observations of British Colonial Ad- 
ministrators and others who enforced the land 
tenure customs and laws or conducted field 
studies in tropical Africa prior to the indepen- 
dence period, this study shows that individual 
rights to property always existed whenver the 
resource was scarce, for example, wife rights, 
and developed for the use of land as land be- 
came scarce. /. Law Econ., April 1979, 22(1), 
pp. 163-82. Southern Illinois University, Ed- 
wardsville. 

Beltran-Del-Rio, A.; Hamrin, R. D. and Speiser, 

S. M Increasing Capitalism's Capitalists — 

A Challenge for Economists 
This article explores various schemes for ex- 
panding capital ownership, including Em- 
ployee Stock Ownership Plans (ESOP) and Tax 
Reform Act Stock Ownership Plan (TRASOP), 
which are criticized because they benefit those 
least in need. The Financed Capitalist Plan 
(FCP) suggested by Louis O. Kelso and Mor- 


timer Adler in 1958, is explained in detail. It 
would permit millions of families to become 
owners of corporate stock through self-liqui- 
dating government guarantees of credit. Re- 
views current legislative interest in the FCP, 
including the General Stock Ownership Plan 
(GSOP) 'Scheme originated by >Senator Mike 
Gravel (Alaska), which became Section 201 of 
the Revenue Act of 1978. /. Post Keynesian 
Econ., Spring 1979, 7(3), pp, 41-54. Wharton 
Econometric Forecasting Associates, Philadel- 
phia. 

Wolff, E. N. — ^The Rate of Surplus Value, the 
Organic Composition, and the General Rate 
of Profit in the U.S. Economy, 1947-67 
This paper analyzes the movement of the 
rate of profit in the U.S. over the 1947-67 pe- 
riod from a Marxian perspective. It begins with 
an analysis of Marx's “law of the tendency of 
the rate of profit to fall,’’ which states that over 
time the organic composition of capital will 
tend to rise, thereby causing Marx’s so-called 
general rate of profit to fall. It is demonstrated 
that this law has several serious theoretical 
flaws. Moreover, the evidence for this period 
provides no empirical support for the law. 
However, Marx’s analysis does provide several 
key insights about the determinants of the 
movement of the rate of profit. In particular, 
our analysis reveals that the movement of the 
general rate of profit is largely determined by 
the rate of increase of labor productivity and 
the movement of the real wage. In the 1947- 
58 period, when the real wage increased faster 
than labor productivity, the general rate of 
profit fell. In the 195^-67 period, when the 
converse was true, the rate of profit rose. One 
surprising result was that the movement of the 
profit rate was independent of the change of 
the capital-labor ratio. Amer. Econ. Rev., 69(3), 
June 1979, pp. 329-41. New York Univer- 
sity. 

100 Economic Growth; Development; 

Planning; Fluctuations 

110 Economic Cbowth; Development; AND 

Planning Theory and Policy 

111 Economic Growth Theory and Models 
Calvo, G. A. — Optimal Population and Capital 

over Time: The Maximin Perspective 
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This is a study of the problem of a central 
pUmning agency that can control the size of 
future populations, capital accumulation, and 
allocation of consumption across individuals, 
and whose objective is to maximize the weifere 
of the geneirations living at the beginning of 
the plan, subject to Rawlsian principles of in- 
ter- and intra-generational justice and standard 
technological constraints. One of the most in- 
teresting results is that if there is a unique “in- 
terior" optimal plan, it can be decentralized 
with no government intervention if the rate 
of population growth is set at the optimal level. 
Rev. Econ. Stud., Jan. 1979, 46(1), pp. 59-71. 
Columbia University. 

Cornwall, J. — Economic Growth: Two Para- 
digms 

The neoclassical and post Keynesian analysis 
of growth are compared and evaluated. It is 
argued that post Keynesian analysis provides 
the only fruitful manner in which to explain 
the important aspects of growth, primarily be- 
cause neoclassical growth analysis has been un- 
concerned with developing models that could 
explain real world growth processes. Rather, 
it’s attention was directed towards a limited 
number of mathematical problems. Why the 
neoclassical approach to growth has so domi- 
nated macrodynamics in the postwar period 
in spite of its shortcomings is attributed to a 
lack of professional standards together with a 
desire, by economists, to be disassociated from 
the other (soft) social sciences. / Post Keynes- 
ian Econ., Spring 1979, 7(3), pp. 69-90. Dal- 
housie University, Halifax, Nova Scotia. 

Hsiao, F. S. T. — Relative Stability of Balanced 

Growth and Asymptote Criterion in Neoclas- 
sical Models 

The main purpose of this paper is to discuss 
fully the properties of relative stability in the 
context of balanced growth under constant re- 
turns to scale. A simpler definition of relative 
stability:^ terms of polar coordinates is intro- 
duced m this paper. It turns out and is rigor- 
ously proved' that our simpler definition is 
equivalent to the well-known definition used 
by Robert Solow and Paul Samuelson (1953) 
in the context of our model. A distance func- 
lion for the nonnormalized efficient pathi»4n- 
troduced. The “asymptote criterion” is then 


derived to distinguish three cases of the behav- 
ior of the efficient paths in a neighborhood of 
the balanced growth path. The balanced 
growth path is called asymptotically, ulti- 
mately, or comparatively relatively stable if 
the asymptote criterion is negative, positive, 
or zero, respectively. Lastly, we have shown 
that in Solow’s neoclassical growth model, the 
balanced growdi path, if it exists for all positive 
factors of production, is ultimately relatively 
stable, while for a model with an endogeneous 
labor growth rate and with a savings function 
homogeneous in income and capital, the bal- 
anced growth path may be asymptotically rel- 
atively stable. Econ. Stud. Quart., April 1979, 
30(1), pp. 50-59. University of Colorado, 
Boulder. 

Laing, N. F. — ^Technological Uncertainty and 
the Pure Theory of Optimum Growth 
This paper is about the implication of tech- 
nological uncertainty in the form of ignorance 
(due to ignorance of future advances in the 
knowledge of scientific principles) for opti- 
mum growth theory in general. The story has 
been taken a certain way in the author’s book 
of 1978. This work is first summarized with 
greater clarity than was originally possible. 
Then some of the details of the method, espe- 
cially those concerning the treatment of tech- 
nical progress, are explained. Next alternative 
methods are considered. It is concluded that 
in all cases the main departure from orthodoxy 
is a method of determining the optimum de- 
gree of animal spirits to adopt when dealing 
with the formulation of policy for the Fong run. 
Australian Econ. Pap., June 1979, 18(32), pp. 
131-37. University of Adelaide, South Austra- 
lia. 

Schefold, B. — Capital, Growth, and Definitions 
of Technical Progress 

Theories of growth (based on neutral techni- 
cal progress) and capital theory (emphasizing 
drastic differences of techniques in static com- 
parisons) are inconsistent not only because the 
surrogate production function has been invali- 
dated but this paper shows that capital theory 
is in its abstract generality even incompatible 
with any theory of growth and progress so that 
it becomes necesstfy to represent the latter 
by specifying different concrete forms of tech- 
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nical change at the micro level in such a way 
that their macroeconomic e£Fects on the pro- 
ductivity of labor can be analyzed by means 
a classical theory of prices. Kyklos, 1979, 
32(112), pp. 236-50. J. W. Goethe-University, 
Frankfijrt. 

Streissler, E. — Growth Models as DifFusion 
Processes I: Theoretical Foundations 
How can one discriminate between different 
types of growth modeb? Thb paper tries to 
lay the empirical foundation of testing them 
by examining the time sequence of the vari- 
ance of the logarithm of gross national product, 
calculated over many countries. Growth mod- 
eb are reformulated as diffusion processes of 
log GNP over time. It is shown that demand 
dependent growth modeb are not well formu- 
bted: no unique diffusion pattern corresponds 
to them. Supply oriented modeb can be as- 
signed to particular diffusion patterns. The 
variance of log GNP should with neoclassical 
growth modeb be constant over time; with in- 
creasing returns to scale modeb move propor- 
tionally to the first power; and with classical 
growth modeb proper (for instance investment 
dependent modeb), with the second power of 
time. Kyklos, 1979, 32(1/2), pp. 251-69. Uni- 
versity of Vienna. 

1 12 Economic Development Modeb and Theories 
BlUmle, G. — ^Wirtschaftliche Entwicklung und 
personelle Einkommensverteilung in Ent- 
wicklungslandern (Economic Development 
and Personal Income Distribution in Devel- 
oping Countries) 

The assumption that an equitable distri- 
bution of income is imcompatible with eco- 
nomic growth in developing countries is ques- 
tioned. Several points not included in highly 
aggregated macroeconomic growth modeb ap- 
pear to place the incompatibility assumption 
in jeopardy. Empirical studies largely agree. 
Kuznets’s thesis, generally confirmed, that the 
development process exhibits, along with a sec- 
ular increase in per capita income, an initial 
increase followed by a later decrease in the 
inequality of incomes, b not viewed in a direct 
causality context but rather is interpreted as 
an independent phenomenon accompanying 
the development process. Kyklos, 1979, 32 
(1 12), pp. 145-61 (German). University of Frei- 
burg, West Germany. 


Giersdi, H.— Mlirkte und UntemehoMHi in der 
wachsenden Weltwirtschaft (Markets and 
Business Enterprises in the Growing Worid 
Economy) 

Thb short paper describes the essentiab of 
a paradigm for understandidg world economic 
growth, which b based on the writings of 
J. H. von Thiinen, who dealt with economic 
space, and Joseph Schumpeter, who stressed 
economic evolution. The link between both 
b “locational iimovation,” i.e., a shift of the 
locus of production to cotmtries where eflB- 
ciency wages are tower. It takes place when 
product innovation raises real wages and firms 
cannot defend their old location by process in- 
novation. Locational innovation benefits 
LDC’s; it can more easily take place within 
firms, which thus become "Transnationab," 
than through a market mechanism with high 
information and transaction costs. Kyklos, 
1979, 32(1 12), pp. 25-35 (German). University 
of Kiel, West Germany. 

113 Economic Planning Theory and Policy 
Drechsler, L. — Problems of the Measurement 
and Planning of Efficiency in Hungary 
In national economic planning efficiency b 
of key importance. However, a comprehensive 
system of macroeconomic indicators inde- 
pendent from the actual price system could 
not have been set up. Efficiency of material 
production is measured by forms of new value, 
but many factors cannot be expressed in 
money terms. Investment efficiency b mea- 
sured abo by the specific cost of earning for- 
eign exchange through production. In the 
present methodology, the reliability of compu- 
tations b continuously improved. In order that 
efficiency be awarded a greater role in eco- 
nomic decisions, the enterprise interests have 
to be brought closer to those of the national 
economy. Acta. Oecon., 1977, 79(3-4), pp. 343- 
59. Institute of Economic Planning, National 
Planning Office, Budapest. 

Ndmeth, K. — Long-Term Foreign Economic 
Policy and Development of the Production 
Structure in Hungary 

The world economic changes in recent years 
had an especially unfavorable effect on small 
countries with open economies, such as Hun- 
gary. In order to counter them, the October 
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1977 resolution of the Hungarian Socialist 
Workers’ Party pointed out that the deteriora- 
tion of the terms of trade can only be reversed 
through developing the production structure; 
through higher efficiency; coordinated, dy- 
namic development of the agriculture and 
food industries; and more efficient scientific re- 
search and development. These tasks have to 
be fulfilled simultaneously with the develop- 
ment of economic cooperation with socialist 
countries and the expansion of economic rela- 
tions with non-socialist countries. The success- 
ful implementation of these measures also 
requires the improvement of economic control 
and management. Acta. Oecon., 1977, 
pp. 237-53. Hungarian Socialist Workers’ 
Party. 

120 Country Studies 

121 Economic Studies of Less Industrialized 
Countries 

Bilint, J. — Lenin o sootnosheniy ekonomiki i 
politiki (Lenin about the Relationship be- 
tween Economy and Policy) 

Starting from Lenin’s teaching about the re- 
lationship between politics and economy, their 
coordination in the practice of the Hungarian 
Socialist Workers’ Party is analyzed. As a result 
of attributing primary importance to national 
economic equilibrium, the shortage-economy 
could have been eliminated by the mid-1960’s, 
and a continuous increase of production was 
achieved parallel with collectivization. The 
mid- 1 960 ’s bore out the necessity of gearing 
up from extensive to intensive development. 
In order to facilitate this process, a new eco- 
nomic mechanism was introduced in 1968. The 
topical question of economic policy now is the 
adjustment to the new, disadvantageous condi- 
tions in the world economy. Acta. Oecon., 
1977, 79(3-4), pp. 255-75 (Russian). Central 
Statistical Office, Budapest. 

130 Economic Fluctuations; Forecasting; 

iSTABIIflZATION; AND INFLATION 

132 Economic Forecasting and Econometric 
Models 

Arzac, E. R. and Wilkinson, M. — A Quarterly 
. Econometric Model of United States Lalne- 


stock and Feed Grain Markets and Some of 
Its Policy Implications 
This paper discusses structural equations, 
forecasting properties, dynamic characteris- 
tics, and economic policy implications of a 
quarterly econometric model of U.S. livestock 
and feed grain markets. Quarterly, semian- 
nual, and annual endogenous variables are in- 
corporated by allowing individual structural 
equations to be estimated and to enter into 
the solution of the model with different period- 
icities. Commodity prices are determined by 
market equilibrium conditions rather than by 
autoregressive and other time-series tech- 
niques. Dynamic multipliers give the effect of 
changes in com exports, beef imports, govern- 
ment grain stocks, corn yield, consumer in- 
come, and support price for corn on producer/ 
retail prices and acreage planted. Amer. J. Agr. 
Econ., May 1979, 67(2), pp. 297-308. Columbia 
University. 

Ban, K. — A Comparison of Alternative Estima- 
tion Methods for Large Scale Econometric 
Models: A Case Study of an Econometric 
Model of Japan 

This paper investigates the relative perfor- 
mances of alternative estimation methods for 
large scale econometric models using the 
Kyoto University Model. The root mean square 
error (RMSE) criterion indicates that ordinary 
least squares and two-stage least squares (TSLS) 
classes give the best performances in the one- 
period prediction over the within-sample peri- 
ods. On the other hand, the limited informa- 
tion maximum likelihood (LIML) class gives 
the best performances in the one-period pre- 
diction over the post-sample periods. Since the 
RMSE criterion is favorable to TSLS class in 
the case of the within-sample prediction, the 
results give sufficient evidence to contend that 
LIML class is superior in our model. Econ. 
Stud. Quart., April 1979, 30(1), pp. 10-29. Uni- 
versity of Tsukuba, Japan. 

de Bever, L.; Foot, D. K.; Helliwell, J. F.; 
Jump, G. V.; Maxwell, T.; Sawyer, J. A. and 
Waslander, H. E. L. — Dynamic Properties 
of Four Canadian Macroeconomic Models: 
A Collaborative Research Project 
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The following six papers analyze and com- 
pare the dynamic government expenditure 
multipliers of four m%jor macro-econometric 
models (CANDIDE, QFM, TRACE, and 
RDX2) of the Canadian economy. Since the 
objective was to keep the model structure as 
close as possible to the form in which they are 
actually used, the experimental design concen- 
trates on standardizing the presentation of re- 
sults and the conditions under which the simu- 
lations were performed. By developing the 
methodology for decomposing aggregate mul- 
tipliers into sectoral contributions, the authors 
were able to attribute the difference in the 
multipliers to the different sectoral properties. 
Can. J. Econ., May 1979, /2(2), pp. 133-94. 
Bank of Canada, Ottawa; University of To- 
ronto; University of British Columbia, Vancou- 
ver; University of Toronto; Bank of Canada and 
Conference Board in Canada; University of To- 
ronto; Economic Council of Canada. 

Bodkin, R. G.; Cano-Lamy, V.; Chow, E.; For- 
tin, J.; Gunaratne, L.; Kuiper, J. and Serru- 
rier, C. — Ex ante Forecasting with Several 
Econometric Models of the Canadian Econ- 
omy 

In this paper, the record of ex ante (strictly 
in advance of the events studied) forecasts in 
several Canadian econometric models is com- 
pared with realizations, for several key mac- 
roeconomic aggregates. The models studied 
were AERIC (the model of the Conference 
Board), the Quarterly Forecasting Model of the 
University of Toronto, and CANDIDE, while 
the key variables, related to real national in- 
come, price levels, and unemployment. It was 
found that some phenomena and some periods 
are easier to forecast than others; the difficul- 
ties of forecasting wage and price develop- 
ments were noted, which in turn calls into 
question the standard post-Keynesian para- 
digm of this sector of the economy. In the com- 
parison of models, the qualified conclusion was 
that the AERIC model-users did somewhat 
better than the other groups. /. Post Keynesian 
Econ., Spring 1979, 7(3), pp. 16-40. University 
of Ottawa. 

Neftfi, S. N. — Modeling the Price Side of 
Econometric Models: An Analysis of the Un- 
derlying Hypotheses 


Using a nonlinear vector autoregression, this 
paper investigates the dynamic interactions 
between a set of disaggregated price series. 
A hypothesis, positing that all sectoral prices 
are a fonction of a “nu^qr price index," is 
tested, and the way this hypothesis is used in 
econometric models is discussed. The model 
is based upon the theory of covariance station- 
ary time series. Nonlinear estimation proce- 
dures are used. /. Econometrics, April 1979, 
70(1), pp. 71-84. George Washington Univer- 
sity, Washington, D.C. 

Osborn, D. R. — National Institute Cross Out- 
put Forecasts: A Comparison with US Per- 
formance 

This article aims to compare the National 
Institute’s forecasting performance with that 
of U.S. forecasters. Because of the magnitude 
of this task, we restrict our attention to fore- 
casts of the principal output measure in each 
country — real gross domestic product in the 
United Kingdom and real gross national prod- 
uct in the United States. Results for U.S. fore- 
casters are taken from the detailed study by 
Stephen K. McNees (1975), where there is also 
information on the methods employed by 
these forecasters. Nat. Inst. Econ. Rev., May 
1979, (88), pp. 40-49. University of Manches- 
ter, England. 

Osborn, D, R, and Teal, F. — An Assessment 
and Comparison of Two NIESR Econo- 
metric Model Forecasts 
This article presents a methodology for de- 
composing ex ante forecasting error into ex- 
ogenous variable error, data revision error, 
model error, and Judgement error. This 
method is applied to the forecasts made by 
the National Institute in February 1975 and 
February 1976. The first section describes the 
methodology including the NIESR forecasting 
procedure. Then the NIESR model (with some 
of its problems) is discussed together with the 
data used in the study. The method for decom- 
posing the forecasting error to 1975 is applied 
and a similar analysis presented for 1976. Some 
conclusions and a sununary complete the arti- 
cle. Nat. Inst. Econ. Rev., May 1979, (88), pp. 
50-62. University of Manchester, England; 
University of London. 
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Penonick, V. A. — ^Industry Output and Em- 
ployment; BLS Projections to 1990 
This article presents projections for about 
150 industries for the years 1980, 1985, and 
1990. The macroeconomic assumptions under- 
lying the industry estimates are also summa- 
rized. The nu^or findings include generally 
slower employment growth in the next decade 
compared with the previous two decades, and 
a reversal of the trend toward faster job growth 
for the government sector compared with the 
private sector. Industries projected to have the 
fastest employment growth include medical 
care services, other transportation equipment 
(such as mobile homes), and miscellaneous 
business services. Job cutbacks are expected 
in the private household sector, agriculture, 
and some food products industries. Mon. Lab. 
Rev., April 1979, 102(A), pp. 3-14. Bureau of 
Labor Statistics, Washington, D.C. 

133 General Outlook and Stabilization Theories 
and Policies 

Auld, D. A. L.; Christofides, L. N.; Swidinsky, 
R. and Wilton, D. A. — ^The Impact of the 
Anti-Inflation Board on Negotiated Wage 
Settlements 

The main objective of this paper is to analyze 
the impact of the Anti-Inflation Board (AIB) 
on wage settlements that were negotiated 
prior to any AIB recommended wage roll- 
backs. During the first two years of AIB wage 
controls, union wage settlements in the private 
and public sectors have been between 2¥i and 
3Wi percentage points per annum lower than 
the pre-AIB wage structure would predict. By 
the third quarter of 1977 the cumulative wage 
eflFect of the AIB is in the order of 3.2 percent 
in the private and 4.6 percent in the public 
sectors. Using the framework developed by 
Richard Lipsey and J. M. Parkin, it is found 
that the AIB wage guidelines were about 50 
percent effective in restraining wage increases 
(prior to any AIB wage rollbacks). Con. J. Econ., 
May 1979, 12(2), pp. 195-213. Univeisity of 
Gueflp^ Ontario. 

Bomer, S. — Who Has the Right Policy Perspec- 
tive, the OECD or Its Monetarist Critics? 
The paper presents an analysis of the empiri- 
cal and theoretical case against OECD's poGcy 


perspective put forward by the “Shadow Euro- 
pean Economic Policy Committee” (a group 
of monetarist economists). TTie main elements 
of the “Monetarist-Keynesian” conflict are dis- 
cussed with regard to today’s real-world policy 
problems. Special attention is directed at labor 
market phenomena and the apparent success 
story of Swiss stabilization policies. The ideo- 
logical and political nature of the criticism 
voiced by OECD’s critics is exposed. The in- 
adequacy to deal with the special nature of 
the labor market and the political processes 
are the main arguments for dismissing the 
monetarist counter-advice. Kyklos, 1979, 32 
(1/2), pp. 285-4306. University of Basle, Swit- 
zerland. 

Brown, W.— Engineering Wages and the Social 
Contract, 1975-1977 

An empirical analysis of the impact of the 
first two phases, of the Social Contract incomes 
policy in Britain upon pay increases and differ- 
entials in the engineering industry. The experi- 
ence of a group of firms appears representative 
of the industry as a whole. It suggests the gen- 
eral response to the policy was one of flexible 
conformity. Negotiators at the workplace used 
this flexibility to resist the redistributive bias 
of the policy. It is argued that this confirms 
the theory that the compression of occupa- 
tional pay differentials is primarily a response 
to inflation. Oxford Bull. Econ. Statist, Feb. 
1979, 4/(1), pp. 51-61. National Institute of 
Labour Studies, The Flinders University of 
South Australia. 

Brown, W. M. — Employment vs. Unemploy 
ment Data as Macro-Policy Guides 
The familiar unemployment rate expresses 
the total number of persons unemployed as a 
percentage of the “labor force” (employed plus 
unemployed) and is widely used in U.S. ma- 
croeconomic models. Yet the unemployment 
rate is an unreliable indicator of the level of 
employment and economic activity, owing 
mainly to the unsuitability of the labor force 
as the universe or measurement base. More 
attention should be focused instead on the 
employment-population ratio. Moreover, for 
measuring changes in activity, series on per- 
cent changes in employment give a much 
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closer fit to real GNP movements Uum does 
a series derived from the unemployment rate. 
/ Post Keynesian Boon.. Sununer 1979, /(4), 
pp. 70-82. Department of the Treasury, Wash- 
ington, D.C. 

Suiter, W. H. and Owen, R. F. — How Success- 
ful Has Stabilization Policy been in the Neth- 
erlands? A Neo-Keynesian Perspective 
A modem Keynesian perspective is offered 
on the conduct of monetary, fiscal, and ex- 
change rate policy in the Netherlands during 
the period 1960-76. A small open macroeco- 
nomic model is estimated and simulated under 
alternative policy rules. Striking features are 
a strong real balance effect on consumer 
spending and a significant contribution of ex- 
change rate changes to domestic inflation. Ac- 
tual policy performs no better as regards the 
achievement of internal and external balance 
than simple fixed rules. Both actual policy and 
fixed rules are dominated by instrument values 
derived from an explicit optimal stabilization 
approach. De Economist, 1979, 127(1), pp. 58- 
104. Princeton University. 

Colander, D. — Incomes Pohcies: MIP, WIPP, 
and TIP 

This paper provides a brief description of 
Market Based Incomes Policy (MIP), whose 
central idea is to use the market to “solve” 
the inflation problem by establishing property 
rights in prices. Thus, anyone who raises their 
price must buy the right from someone who 
lowers their price. Two MIP proposals are dis- 
cussed: Abba Lerner’s Wage Increase Permit 
Plan (WIPP) and Colander’s Free Market Solu- 
tion, and both are compared to tax based in- 
comes policies. It is suggested that Lerner’s 
claims that MIP involves neither efficiency loss 
nor litigational problems are too strong and 
that any practical MIP proposals will experi- 
ence both. However, the theoretical ideas are 
sound, and with further work a practical MIP 
proposal may be possible. J. Post Keynesian 
Econ., Spring 1979, 7(3), pp. 91-100. University 
of Oxford. 

Pusfeld, D. R. — ^The Next Great Depression 
The American economy has entered a rela- 
tive stagnation phase. The forces leading to 


economic ejQMuudon have largely spent them- 
selves, and basic cost and labor market rela- 
tionships now tend to inhibit rather than pro- 
mote economic growth. In addition, several 
recenf developments makd the economy par- 
ticularly vulnerable: escalating inflation, large 
disparity between market rates of interest and 
the real rate of return on capital, and the rela- 
tively uncontrolled expansion of the Euro- 
credit system. Economic policies that formerly 
tended to stabilize the economy now have a 
destabilizing effect. A great depression could 
come at any time. Neb. /. Econ. Bus., Spring 
1979, 18(2), pp. 3-13. University of Michigan, 
Ann Arbor. 

Jager, H. — ^The Impact of the Exchange Rate 
System on the Effectiveness and Implemen- 
tation of Stabilization Policy in the Nether- 
lands 

An economic model is presented with the 
most important features a parameter indicat- 
ing the exchange rate flexibility, the splitting 
of the internal objective into domestic output 
and the average price level, the distinction be- 
tween the price of domestic production and 
the average price level, and the price index- 
ation of nominal wages. The stability condi- 
tions of this model are developed. Based on 
a qualitative analysis, the direction of the im- 
pact of policy instruments on objectives are 
determined and used for obtaining rules and 
conditions for stable (de)centralized policies 
under fixed and managed floating exchange 
rates. These are confronted with empirical re- 
sults about Dutch adjustment poUcy. De Econo- 
mist, 1979, 727(1), pp. 143-86. University of 
Groningen, The Netherlands. 

Knoester, A. — On Monetary and Fiscal Policy 
in an Open Economy 

'This paper deals with some aspects of mone- 
tary and fiscal policy in an open economy. For 
this purpose we base our conclusions on an 
empirical macro-model for the Netherlands for 
the years 1953 through 1975. For monetary 
policy the principal guidelines seem be the ex- 
ternal position and the inflation rate. The de- 
sired composition of expenditures and the rate 
of economic growth seem to be the principal 
guidelines for fiscal policy. De Economist, 1979, 
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127(1), pp. 105-42. Erasmus University, Rot- 
terdam. 

Pierson, J. H. G. — EPI: Economic Performance 
Insurance 

The federal government should guarantee 
full employment for intrinsic reasons and to 
help eliminate waste, poverty, discrimination, 
personality destruction, interest-group irre- 
sponsibility, and trade restrictionism. "Eco- 
nomic performance insurance” (EPI) could ac- 
complish this — ^not in conflict with, but as an 
umbrella over, other stabilization policies. The 
President would recommend and Congress de- 
cide annually on lower and upper limits to em- 
ployment and consumer spending and on con- 
tingent measures to be activated without 
further debate whenever either total threat- 
ened to go below or above its pre-set limits. 
Besides preventing deflation, this would virtu- 
ally stop demand-pull inflation and strongly 
combat cost-push inflation. / Post Keynesian 
Econ., Summer 1979, 7(4), pp. 83-95. Green- 
wich, Connecticut. 

Reid, F. — ^The Effect of Controls on the Rate 
of Wage Change in Canada 
This paper develops a model to explain new 
wage settlements in Canadian manufacturing 
and employs the model to assess the direct ef- 
fect of controls. The estimates indicate that 
the average effect over three years of controls 
is that wage settlements were four and one- 
half percentage points lower than the rate that 
would have occurred without controls. The es- 
timated effectiveness coefficient indicates that 
the reduction due to controls was approxi- 
mately 0.78 of the gap between Anti-Inflation 
Board guideline and the rate of wage change 
that would have occurred without controls. 
Can J. Econ., May 1979, 72(2), pp. 214-27. Uni- 
versity of Toronto. 

Riese, H. — Theoretische Crundlagen stabili- 
■ S^tatspolitischer Kontroversen (The Theoreti- 
cal Foundatipns of Stabilization Controver- 
sies) 

The present dispute between fiscalism and 
monetarism is primarily moved by theoretical 
problems and their general empirical founda- 
tions. The question, however, whether the eco^ 


nomic instability of Western countries since 
the mid of the sixties causes a new historical 
quality, which makes it impossible to solve the 
dispute between neoclassical and Keynesian 
economics in a general way, retires into the 
backround. This article has the objective of 
examining the theoretical foundations of dif- 
ferent historical phases of the economy of 
Western Germany. Three phases are distin- 
guishable, called the phases of stability, insta- 
bility, and crisis. Their existence is impressed 
on theoretical fundamentals, which corre- 
spond with Keynes’s Treatise, neoclassics, and 
Keynes’s General Theory. It seems that eco- 
nomic policy cannot control these phases, but 
has to accept them. This makes also a target- 
means-founded theory of economic policy 
questionably Kyklos, 1979, 32(112), pp. 219- 
35 (German). Free University of Berlin. 

Seidman, L. S. — TIP: Feasibility and Equity 

To combat stagflation, a “tax-based incomes 
policy (TIP)’’ would use tax incentives, instead 
of persuasion or controls, to reduce wage in- 
creases, and therefore, cost increases and price 
increases. It has become evident that the con- 
struction of a “TIP package” must weigh trade- 
offs among administrative feasibility, equity, 
incentive strength, and allocative efficiency. 
This paper explains these trade-offs, and sets 
out a TIP package that balances these compet- 
ing objectives, giving special weight to admin- 
istrative feasibility and equity. J. Post Keynes- 
ian Econ., Summer 1979, 7(4), pp. 24-37. 
University of Pennsylvania. 

134 Inflation and Deflation 
Borum, J. D. — Wage Increases of 1978 Ab- 
sorbed by Inflation 

Pay increases, as measured by the Bureau 
of Labor Statistics’ Employment Cost Index, 
averaged 7.7 percent in 1978, up slightly from 
7 percent in 1977. Most other wage measures 
show large increases for 1978; however, when 
adjusted for rising prices, the gains were not 
so large. In fact, two measures, the Hourly 
Earnings Index and spendable weekly earnings 
actually declined. Even workers covered by 
cost-of-living adjustments were not fully pro- 
tected from inflation. For the first time since 
1974, pay increases triggered by escalator 
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clauses were less than the rise in the Consumer 
price Index. Mon. Lab. flee., June 1979, 102(6), 
pp. 10-13. Bureau of Labor Statistics, Washing- 
ton, D.C. 

Csik6s-Nagy, B. — Inflation Theory and Anti-In- 
flation Policy 

After a brief review to the coining of the 
term, the evolution of today's notion of infla- 
tion is traced through the history of economic 
thought. Treating present day inflation, ana- 
lyzes the anti-inflationary policy of socialist 
countries and introduces the methods of 
planned price rises. Against this, discusses the 
different degrees of anti-inflationary policy of 
capitalist countries: anti-cyclical economic pol- 
icy, respecting the principal of market con- 
formity, and price and incomes policy, incorpo- 
rating direct regulators into the market 
mechanism. Finally, analyzes the open and re- 
pressed forms of inflation. Acta. Oecon., 1977, 
79(3—4), pp. 299-317. National Board of Materi- 
als and Prices, Budapest. 

Duck, N. W. and Zis, G.— The Natural Rate 
Hypothesis, Policy Rules, and Fixed Ex- 
change Rates 

This paper builds a model in which, given 
a system of fixed exchange rates and perfect 
arbitrage, the world inflation rate, common to 
all countries, is determined by world excess 
demand and expected world inflation. World 
excess demand is, in this model, uniquely dis- 
tributed across countries; the individual coun- 
try's ability to influence the world rate of infla- 
tion depends upon its size relative to the world. 
It is shown that to apply the natural rate of 
unemployment hypothesis to a country’s expe- 
rience while ignoring exchange rate consider- 
ations can result in misleading policy prescrip- 
tions. Oxford Econ. Pap., March 1979, 37(1), 
pp. 36-46. University of Bristol; University of 
Salford, England. 

Fama, E. F. and Schwert, G. W. — Inflation, In- 
terest, and Relative Prices. 

In setting interest rates on treasury bills, the 
market appears to respond only to the com- 
mon part of the expected inflation rates of dif- 
ferent goods. However, there are seasonals in 
expected inflation rates that are different for 


different goods. We suggest that these differen- 
tial seasonals reflect real costs of providing dif- 
ferent goods to the market at difierent times 
of the year and hence are properly ignored 
by the market in setting interest rates. Finally, 
there is increasing similarity in the movement 
of the unexpected inflation rates of difierent 
goods for longer measurement intervak. In 
part, we interpret this as the result of a gradual 
reallocation of resources in response to surprise 
shifts in supply or demand conditions. The tests 
use data for the U.S. Consumer Price Index 
and its major subcomponents from 1953 to 
1977. /. Bus., April 1979, 52(2), pp. 183-209. 
University of Chicago; University of Roches- 
ter. 

Ferguson, B. L. and Gupta, K. L. — On the Dy- 
namics of Inflation and Unemployment in 
a Quantity Theory Framework 
This paper is an attempt to examine the dy- 
namics of inflation and unemployment in a 
model which, unlike most of the literature in 
this area, allows for disequilibrium in the 
money market. Implications of this variation 
are examined for stability and for variety of 
feedback rules. Economica, Feb. 1979, 46(181), 
pp. 51-59. Australian National University, Can- 
berra; University of Alberta, Edmonton. 

Gahlen, B. — Preis- und Mengeneffekte in kurz- 
und lang-fristiger Analyse (The Effects of 
Price and Quantity in a Short- and Long- 
Term Analysis) 

To explain the joint existence of unemploy- 
ment and inflation (stagflation), some basic 
questions in economic theory must be recon- 
sidered, such as the relationship between mi- 
croeconomic and macroeconomic and short- 
run and long-run theory. First, a theoretical 
and empirical analysis of price and quantity 
adjustments of demand shifts on an aggregate 
as well as sectoral level is suggested. Secondly, 
to explain the long range growth of prices and 
quantities, the supply side and the actual stabi- 
lization policy have to be encompassed in the 
analysis. Of major importance is the hypothesis 
of the struggle for income distribution in this 
respect. Kyklos, 1979, 32(1/2), pp. 162-76 
(German). University of Augsburg, West Ger- 
mamy. 
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Goodoian, D. E. and McMahon, W. W. — ^Pre- 
dieting Inflation Rates with Changing Oil 
Prices 

This article estimates the eCFect of higher 
crude-oil prices on the inflation rate in the 
United States. It does so by estimating a price 
equation, within a model of wage-price inter- 
action, that contains a term to capture the in- 
flationary impact of crude-oil prices. This term 
uses a third-degree polynomial distributed lag 
of four quarters that allows for immediate and 
delayed impacts as crude-oil prices affect gaso- 
line and production costs. The net effect on 
inflation of oil-price changes in simulations 
finds that OPEC-announced 1979 oil-price in- 
creases add .9 and deregulation of domestic 
crude oil would add another .6 to .7 percentage 
points to the inflation rate. Quart. Rev. Econ. 
Bus., Summer 1979, 19(2), pp. 35-46. Univer- 
sity of Puget Sound, Tacoma; University of Illi- 
nois. 

Howell, C.; Thomas, W. and Lamb, E. — First- 
Quarter Food and Fuel Prices Propel Infla- 
tion Rate to 5-Year High 
The rate of inflation in the United States ac- 
celerated along a broad front during the first 
3 months of 1979, as both retail and producer 
prices rose more rapidly than at any time since 
1974. Higher prices for foods and fuels ac- 
counted for much of the steep first-quarter ad- 
vances. Increases in cattle prices were largely 
responsible for the rise in food-related prices, 
while the interruption of Iranian oil exports 
and higher OPEC crude oil postings led to 
sharp advances in petroleum-related fuels. The 
opening months of the year also witnessed a 
marked speedup in the rate of inflation for a 
broad range of products other than foods and 
fuels, such as n^w cars and trucks, metal, chem- 
icals, and lea^ifr. Mon. Lab. Rev., June 1979, 
W2(6), pp. Bureau of Labor Statistics, 
Washingtoni ©.C. 

Park, U. K. — Inter-Industry Effect of Cumula- 
tive Wage Indexation.. 

In this paper the implication of introducing 
an automatic wage indexation is analyzed. The 
inflationary pressure is assumed to come from 
two sources in the model: (1) a wage-price spi- 
ral through cumulative wage indexation and 


(2) price-price propagation through interindus- 
try purchases. First, the stability of tiie inflation 
path is found to depend on the forward linkage 
effect of prices, contrary to the conventional 
wisdom. Secondly, the critical rate of wage in- 
dexation below which the inflation path stabi- 
lizes is determined in Australian context. 
Australian Econ. Pap., June 1979, 16(32), pp. 
138-48. University of Melbourne, Parkville, 
and Korea International Econonuc Institute, 
Seoul. 

Sheifer, V. J. — Cost-of-Living Adjustment; 
Keeping up with Inflation? 

Escalator clauses have received much atten- 
tion as a way to offset erosion of wage increases 
through inflation. Cost-of-living adjustment 
(COLA) claiises, which cover roughly 10 per- 
cent of nonagricultmal civilian employment, 
are concentrated in large union bargaining 
units. About 60 percent of the 9.6 million work- 
ers under private nonfarm labor agreements 
for 1,000 workers or more are covered. Over 
the 10-year period 1968-77, annual increases 
under COLA clauses in mEtjor bargaining units 
were only 57 percent of annual CPI increases. 
Reasons for this are explored, as are compara- 
tive wage movements in COLA and non- 
COLA bargaining units. Mon. Lab. Rev., June 
1979, 102{6), pp. 14-17. Bureau of Labor Statis- 
tics, Washington, D.C. 

200 Quantitative Economic Methods 
and Data 

210 Econometric, Statisticai., and Mathe- 

MATicAi. Methods and Models 

211 Econometric and Statistical Methods and 
Models 

Belsley, D. A. — On the Computational Com- 
petitiveness of Full-Information Maximum- 
Likelihood and Three-Stage Least-Squares 
in the Estimation of Nonlinear, Simulta- 
neous-Equations Modeb 
While full-information maximum-likelihood 
(FIML) estimation has long been considered 
an important theoretical econometric estima- 
tion technique, computational considerations 
have greatly restricted its use in practice. Re- 
cent advances in numerical analysb and in 
computational software, however, have com- 
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bined to provide aigorithms capaUe of carry- 
ing out the FIML oalcuktions quite efficiently 
r^tive to past standards, lliis paper compares 
the computaticmal competitiveness of FIML 
with its most popular competitor, three-stage 
least-squares (SSLS), in die estimation of a vari- 
ety of linear and nonlinear (in parameters and 
vt^bles) models. The nonlinear full-informa- 
tion maximum-likelihood (NLFIML) estimator 
is described and a computationally efficient ap- 
proximation, TRUNFIML, is de^ed. Nonlin- 
ear three-stage least-squares (NL3SLS) is ac- 
complished by the method of Dale Jorgenson 
and Jean-Jacques Lafibnt. Comparisons are 
made on the basis of numbers of iterations to 
convergence, number of function evaluations, 
and total computer CPU time required, this 
latter figure being most relevant to a compari- 
son of computational effort and cost. J. Econo- 
metrics, Feb. 1979, 9(3), pp. 315-42. Boston 
College and Massachusetts Institute of Tech- 
nology. 

Berzeg, K. — ^The Error Components Model- 
Conditions for the Existence of the Maxi- 
mum Likelihood Estimates 
The paper provides a stochastic specification 
of the error components model that ensures 
a positive maximum likelihood estimate of the 
error component variance. Also, it is shown 
that all of the stochastic parameters of the error 
components are identifiable albeit with certain 
qualifications. The model analyzed is the sim- 
ple, two-component model, in which the sto- 
chastic variable is decomposed into a random 
individual effect and an overall error term. 
However, the results can be easily generalized 
to include an additional random time-effect 
variable. / Econometrics, April 1979, 10(1), pp. 
99-102. Division of Research, State of Mary- 
land, Annapolis. 

Buse, A. — Goodness-of-Fit in the Seemingly 
Unrelated Regression Model; A Generaliza- 
tion 

This note generalizes M. B. McEhoy’s (1977) 
goodness-of-fit measure for the seemingly un- 
related regression model when the distur- 
bances are autocorrelated or heteroskedastic. 
The generalized IP has all the usual desirable 
properties and is shown to include the McElroy 


measure and the Buse (1973) sin^e-equation 
measure as special cases. /. Eoonom^rios, April 
1979, 10(1), pp. 109-13. University of Alberta, 
Edmcmton. 

Farebrother, R. W. — Estimation with Aggre- 
gated Data 

This paper is concerned with the problem 
of estimating the parameters of the standard 
linear model from grouped data, or more gen- 
erally from aggregated data. A number of al- 
ternative solutions are suggested and com- 
pared. /. Econometrics, April 1979, 10(1), pp. 
43-55. University of Manchester, United King- 
dom. 

Fisher, W. D. — ^A Note on Aggregation and 
Disaggregation 

The relationship between the concepts of 
simplification, aggregation, and disaggregation 
that appear in recent writings of Chipman, 
Fisher, and Tintner and Sondermaim are dis- 
cussed. The context is the multivariate regres- 
sion model, which is assumed to be used by 
an investigator to make predictions of a set 
of endogenous variables with small quadratic 
loss. A theorem is derived that states a corre- 
spondence between the use of a prescribed 
aggregation matrix and the use of a prescribed 
disaggregation matrix. Econometrica, May 
1979, 47(3), pp. 739-46. Northwestern Univer- 
sity. 

Courieroux, C. and Monfort, A. — On the Char- 
acterization of a Joint Probability Distri- 
bution by Conditional Disturbances 
In several fields of statistics and economet- 
rics the problem of characterizing a joint prob- 
ability distribution by conditional distributions 
occurs. In his article on qualitative response 
models, T. Amemiya (1975) proposed a proof 
for the discrete case which has been completed 
by M. Nerlove and S. J. Press (1976). In the 
latter article, as well as in a paper by R. E. 
Quandt (1976) on disequilibrium models, it was 
coqjectured that the result was not applicable 
in the continuous case. In this note we give 
a general theorem for this problem. /. 
Econometrics, April 1979, 10(1), pp. 115-18. 
Ecole Nationale de la Statisque et de I’Admin- 
istration Economique, Malakoff, France. 
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Guflkey, D. K. and Schmidt, P. — Some Small 
Sample Properties of Estimators and Test 
Statistics in the Multivariate Logit Model 
In this paper we compare three estimators 
for the multivariate logit model: two asymptot- 
ically efficient methods and a consistent 
method. The most interesting result is that at 
sample size of more than one hundred, the 
simple consistent estimator performs almost as 
well as the asymptotically efficient estimators. 
/. Econometrics, April 1979, 10(1), pp. 33-42. 
University of North Carolina, Chapel Hill; 
Michigan State University, East Lansing. 

Gupta, Y. P. and Maasoumi, E. — Omitted Vari- 
ables, Variability of Estimated Parameters 
and the Appearance of Autocorrelated Dis- 
turbances 

This paper shows that in a standard regres- 
sion model with omitted variables, the ordi- 
nary least squares formula for the estimated 
variance matrix of the regression coefficients 
is more likely to underestimate the appropri- 
ate criterion of estimator reliability which is 
the Mean Square Errors matrix. Using exam- 
ples of two and three regressor models, we 
show that overestimation, though possible, oc- 
curs in rather special cases. Throughout, our 
analysis is contrasted with that of M. Chau- 
dhuri (1977) and clarifies some ambiguities of 
that paper. Finally, we disagree with Chau- 
dhuri who distinguishes between the corre- 
sponding coefficients in the correct and the 
misspecified models. This distinction is inap- 
propriate and leads to a misplaced criticism 
of some generalized least squares variants 
when errors are serially correlated. A first-or- 
der Markov process is an inexact representa- 
tion of serial correlation, which is due to omit- 
ted regressors. J. Econometrics, Feb. 1979, 9(3), 
pp. 379-§§, University of Copenhagen; Uni- 
versity ijjf Southern California, Los Angeles. 

Guth,H.; Kugler, P. and Zehnder, R. — Zu eini- 
geh neuen Entwicklungen in der Schatzung 
von Time-Lag-Strukturen (On Some New 
Developments in the Calculation of Time- 
Lag Structures) 

This paper considers the problem of the 
specification of dynamic econometric relatisns. 
For practical purposes, this problem is often 


solved by relatively restrictive ad hoc specifica- 
tions. Recently, a certain tendency to use only 
weak a priori restrictions can be observed. We 
think that these approaches represent an ad- 
vance on the pure ad hoc specification because 
the range of arbitrary decisions is limited. 
The methods considered here are classified 
into “classical econometric” and time-series 
methods. The application of these diflerent 
methods on an empirical example gives rise 
to the hope that comparable results are re- 
ceived, in spite of the different assumptions 
concerning the autocorrelation structure of the 
disturbance term. Kyklos, 1979, 32(112), pp. 
365-79 (German). University of Basle, Switzer- 
land. 

Hendry, D.IF. — ^The Behaviour of Inconsistent 
Instrumental Variables Estimators in Dy- 
namic Systems with Autocorrelated Errors 
To appropriately interpret time-series evi- 
dence when empirical relationships are incor- 
rectly formulated, a general misspecification 
framework is required. A linear, stationary, 
dynamic, simultaneous system with autore- 
gressive errors is postulated to investigate in- 
strumental variables estimators when the in- 
struments are unknowingly correlated with 
the equation errors. The approach uses control 
variants (David F. Hendry and Robin W. Harri- 
son, Journal of Econometrics, July 1974) to de- 
velop asymptotic distributions and exact mo- 
ments for approximations to the econometric 
estimators. The accuracy of the asymptotic re- 
sults for finite sample moments is corroborated 
by simulation. The analysis highlights the need 
for care in interpreting estimated equations 
and tests for predictive failure. /. Econometrics, 
Feb. 1979, 9(3), pp. 295-314. London School 
of Economics. 

Klein, R. W. — Optimal Instruments when the 
Disturbances Are Small 
Single-equation instrumental variable esti- 
mators (e.g., the k-class) are frequently em- 
ployed to estimate econometric equations. 
This paper employs Jay Kadane’s (1971) small- 
er method and a squared-error matrix loss func- 
tion to characterize a single-equation class of 
optimal instruments, jarts optimal (asymptot- 
ically for a small scalar multiple, cr, of the mod- 
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el's disturbance) in that all of its members are 
preferred to all non-members. From this char- 
acterization it is shown all it-class estimators 
and certain iterative estimators belong to j/. 
However, non-iterative principle component 
estimators (e.g., T. Kloek and L. B. M. Mennes 
[I960]) are unlikely to belong to These latter 
instrumental variable estimators have been ad- 
vocated (see Takeshi Amemiya [1966] and 
Kloek and Mennes [I960]) for estimating 
“large” econometric models. / Econometrics, 
Feb. 1979, 9(3), pp. 367-77. Bell Laboratories, 
Holmdel, New Jersey. 

Nelson, H. L., Jr. and Granger, C. W, J. — Expe- 
rience with Using the Box-Cox Transforma- 
tion when Forecasting Economic Time Se- 
ries 

Experience using 21 actual economic series 
suggests that using the Box-Cox transform does 
not consistently produce superior forecasts. 
The procedure used was to consider transfor- 
mations = (x^ — 1)/X, where X is chosen 
by maximum likelihood, a linear ARIMA auto- 
regressive integrated moving average model 
fitted to and forecasts produced, and finally 
forecasts constructed for the original series. A 
main problem found was that no value of X 
appeared to produce normally distributed 
data, and so the maximum likeUhood proce- 
dure was inappropriate. J. Econometrics, April 
1979, 70(1), pp. 57-69. University of California 
at San Diego, La Jolla. 

Phillips, P. C. B. — ^The Sampling Distribution 
of Forecasts from A First-Order Autoregres- 
sion 

Previous work on characterizing the distri- 
bution of forecast errors in time-series models 
by statistics such as the asymptotic mean 
square error has assumed that observations 
used in estimating parameters are statistically 
independent of those used to construct the 
forecasts themselves. This assumption is quite 
unrealistic in practical situations, and the pres- 
ent paper is intended to tackle the question 
of how the statistical dependence between the 
parameter estimates and the final period obser- 
vations used to generate forecasts afiFects the 
sampling distribution of the forecast errors. We 
concentrate on the fiurst-order autoregression 


and, for diis model, show that the conditional 
distribution of forecast errors given the final 
period observation, is skewed towards the ori- 
gin and that this skewness is accentuated in 
the mglority of cases by tJte statistical depen- 
dence between the parameter estimates and 
the final period observation. / Econometrics, 
Feb. 1979, 9(3), pp. 241-61. Yale University 
and University of Birmingham, England. 

Reinsel, G. — FIML Estimation of the Dynamic 
Simultaneous Equations Model with ARMA 
Disturbances 

A method is presented for the estimation 
of the parameters in the dynamic simultaneous 
equations model with vector autoregressive 
moving average disturbances. The estimation 
procedure is derived from the full information 
maximum likelihood approach and is based on 
Newton-Raphson techniques applied to the 
likelihood equations. The resulting two-step 
Newton-Raphson procedure involves only gen- 
eralized instrumental variables estimation in 
the second step. This procedure also serves as 
the basis for an iterative scheme to solve the 
normal equations and obtain the maximum 
likelihood estimates of the conditional likeli- 
hood function. A nine-equation variant of the 
quarterly forecasting model of the U.S. econ- 
omy developed by Ray C. Fair is then used 
as a realistic example to illustrate the estima- 
tion procedure described in the paper. /. 
Econometrics, Feb. 1979, 9(3), pp. 263-81. Uni- 
versity of Wisconsin, Madison. 

Srivastava, V. K. and Dwivedi, T. D, — Estima- 
tion of Seemingly Unrelated Regression 
Equations: A Brief Survey 
This paper presents a brief survey of the de- 
velopments in the estimation of seemingly un- 
related regression equation models covering 
a period of one and a half decades, including 
some of the recent results by the authors. / 
Econometrics, April 1979, 10(1), pp. 15-32. 
Concordia University, Montreal. 

Swamy, P. A. V. B. and Mehta, J. S. — Estima- 
tion of Common Coefficients in Two Regres- 
sion Equations 

In this paper we consider a problem of esti- 
mating K common coefficients in two regres- 
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sion models. Assuming that the disturbances 
of the two equations have diferent variances, 
it is shown that, under some general condi- 
tions, it is possible to combine information on 
both the equations to obtain estimators that 
are more efficient than the one based on just 
one of the two equations. /. Econometrics, April 
1979, 70(1), pp. 1-14. Federal Reserve System, 
Washington, D.C.; Temple University, Phila- 
delphia. 

Taub, A. J. — Prediction in the Context of the 
Variance-Components Model 
This paper considers the question of a proper 
forecast in the context of the variance-compo- 
nents model. It is shown how residuals from 
the estimated equation should be included in 
the forecast. / Econometrics, April 1979, 70(1), 
pp. 103-07. Cleveland State University. 

Toyoda, T. and Wallace, T. D. — Pre-Testing 
on Part of the Data 

Reserving part of a data set for final estima- 
tion, using the other part for pretesting in a 
regression model is not good practice from a 
risk function point of view, even though such 
a procedure has been advocated and practiced 
by some econometricians and statisticians. 
Comparing quadratic risk functions for estima- 
tors based on pre-tests on part of the data with 
estimators based on pre-tests on all the data 
shows that neither dominate. However, the 
part sample estimator is decidedly inferior in 
average relative risk. / Econometrics, April 
1979, 70(1), pp. 119-23. Kobe University, 
Kobe, Japan; Duke University. 

213 Mathematical Methods and Models 
Benveniste, L. M. and Scheinkman, J. A — On 
the Differentiability of the Value Function 
in Dynamic Models of Economics 
In economic decisions that require planning 
over a time horizon (possibly infinite) feasible 
plam for development are restricted by initial 
holdings (of capital, resources, etc.) and techno- 
logical constraints. If a well-defined "numer- 
aire” value can be assigned to paths with the 
size reflecting the tastes of the decision-maker, 
the objective can be described as: given the 


initial state, locate die feasible path from that 
state that yields the highest volume. One could 
then assign a “reduced form” value function 
on initial states by defining the volume of the 
point to be the value of the best path origina- 
ting at that point. In this paper we give condi- 
tions for the model that guarantee that the 
value function is differentiable. Econometrica, 
May 1979, 47(3), pp. 727-32. University of 
Rochester; University of Chicago. 

Hurwicz, L. and Richter, M. K. — Ville Axioms 
and Consumer Theory 
We show that a “no-cycle” condition, of a 
continuous type introduced by Ville, is equiva- 
lent to the Antonelli (or Slutsky) symmetry con- 
ditions, which together with other axioms is 
known to be a basis for constructing a utility 
function from expenditure data. The “no-cy- 
cle” condition is attractive because — unlike the 
symmetry condition — it has an evident behav- 
ioral interpretation, through which we relate 
it to the strong axiom of revealed preference. 
We show, nevertheless, that the “no-cycle” 
condition does not imply even the weak axiom 
of revealed preference. Econometrica, May 
1979, 47(3), pp. 603-19. University of Miime- 
sota, Minneapolis. 

Paris, Q. — Revenue and Cost Uncertainty, 
Generalized Mean-Variance, and the Linear 
Complementarity Problem 
Symmetric quadratic programming and the 
linear complementarity problem a^e pre- 
sented in the context of a novel interpretation 
of risk programming. The novelty admits sto- 
chastic supplies of limiting inputs, and yet it 
preserves the linearity of the structural con- 
straints. This formulation is, therefore, a gener- 
alization of the traditional mean-variance ap- 
proach originated with Markowitz’s portfolio 
analysis and extended by R. J. Freund to farm 
planning under uncertain revenues. The speci- 
fication admits also non-zero covariances be- 
tween revenues and costs of limiting inputs 
and allows the computation of risk coefficients 
associated with a companion chance-con- 
strained problem. Amer. J. Agr. Econ., 67(2), 
May 1979, pp. 268-75. University of California, 
Davis. 



Select Abstracts 


1771 


230 Economic AND SociAi. STAnmcAi. Data 
AND Analyus 

Timineraiann, M. — ^Zur Integration sozio-Sko- 
nomischer Gesamtrechnungen (On the Inte- 
gration of Socio-Economic National Ac- 
counting Systems) 

Starting with a characterization of the (unc- 
tion of economic description, this article points 
out the shortcomings of the customary static 
reporting and outlines the concepts of eco- 
nomic and social history and statistics, the so- 
cial accounting system, and reporting ap- 
proaches to their structural disaggregation. 
The emphasis lies on a critical discussion of 
the difiFerent elements of the national account- 
ing system and their potentialities. To deter- 
mine the conditions of the economic process, 
the concepts of a demographic accounting, a 
balance of natural resources and an ecological 
bookkeeping are described. The strategy of re- 
search regards to an integration of income ac- 
counts and the other special accounts. Kyklos, 
1979, 32(1/2), pp. 430-48 (German). University 
of Konstanz, West Germany. 

221 National Income Accounting 
Erdos, P. and Moln4r, F. — A Method for Esti- 
mating the Income, Consumption and Sav- 
ings of Social Groups (Based on USA Statis- 
tics) 

The study of the political economy of capital- 
ism has to rely on actual figures released by 
statistics. The usage of such data involves a two- 
fold problem; the categories of capitalist statis- 
tics do not fit Marxist categories, and many 
items rely on estimates drawn from assumed 
relationships. Using the official publications of 
the Department of Commerce of the U.S., the 
authors developed their model on the basis of 
a macroeconomic balance sheet of Michaf Ka- 
lecki. The Kaleckian balance sheet was filled 
with data covering the period 1968-76. thus 
providing a basis for the analysis of business 
fluctuations now under preparation. Acta. 
Oecon.. 1977, i 9(3-4), pp. 277-97. Institute of 
Economics, Hungarian Academy of Sciences, 
Budapest. 

Flalderski, H. — Economic Reform and Income 
Distribution in Hungary 


The author tries to test the relationship be- 
tween the econconic reform in Hungary and 
changes in income inequality, to see whether 
the increased role of the market mechanism 
has affected the pattern of distribution. Using 
various standard statistical tools, he finds that 
it has. Although there is no automatic correla- 
tion between economic reforms and wider in- 
come disparities, the market forces unleashed 
by economic reforms in Hungary, together 
with deliberate state policy, brought an in- 
crease in relative dispersion of wages and sala- 
ries in the period 1966-74. At the same time 
the state, after implementing the reform, was 
able to maintain the status quo in relative dis- 
persion of per capita household income, which 
is very low by the standards of the capitalist 
countries. The author also states that there are 
serious socio-political constraints and difficul- 
ties in a socialist economy in stimulating pro- 
ductivity by material incentives only, and in 
stimulating production via increases in wage 
difl'erentials. Non-egalitarian policies involve 
political obstacles, which the state must reckon 
with. Cambridge J. Econ., March 1979, 3(1), 
pp. 15-32. York University, Toronto. 

van Ginneken, W Socio-Economic Groups 

and Income Distribution in Mexico 
Mexico’s rapid economic growth between 
1950 and 1975 was accompanied by growing 
income inequality. With the help of a linear 
programming model, the author examines the 
probable effects of three alternative policies 
covering the period 1977-82 and aiming re- 
spectively at the maximization of economic 
growth, employment, and production under 
various assumptions concerning the degree of 
labor utilisation, the existence of investment 
rigidities, and the introduction of land reforms. 
'The model shows that, in the absence of correc- 
tive measures, larger and medium-sized em- 
ployers, salaried employees, and regular wage 
earners are likely to make disproportionately 
larger gains than small employers and day-la- 
borers. Int. Lab. Rev., May-June 1979, 778(3), 
pp. 331-42. International Labour Office, Ge- 
neva. 

Maddison, A. — Per Capita Output in the Long 
Run 


Journal of Economic Literature 


1772 

Present estimates of real output per head 
at 1970 prices for 16 countries for period 1870- 
1078. with estimates back to 1700 for some 
of them. Implications of the new estimates for 
analysis of economic growth and relation to 
earUer writings of W. W. Rostow and Simon 
Kuznets. Kyklos, 1979, 32(112), pp. 419-29. 
University of Groningen, The Netherlands. 

Yeats, A. J. — On the Accuracy of Partner Coun- 
try Trade Statistics 

Employing matched U.S. and partner coun- 
try trade data, this study decomposes f.o.b.- 
c.i.f. (“free-on-board” to buyer-cost, insurance, 
and freight charged to buyer) export-import 
statistics into a transportation cost component 
and residual factor. The objectives of this exer- 
cise are twofold: to assess the quality of the 
official statistics, and to estimate the ad valo- 
rem incidence of shipping costs. With regard 
to the former, the results are not comforting. 
After removal of the freight component, large 
discrepancies are found between partner 
country trade data both in cross-section and 
time-series analysis. Tests indicate that valua- 
tion, transit shipments, diversion en route and 
classification problems are among the sources 
of error. The study also finds that normal c.i.f.- 
f.o.b. ratios do not approximate transport costs 
in spite of the assumption often made in grav- 
ity flow and related trade models. Oxford Bull. 
Econ. Statist, Nov. 1978, 40(A), pp. 341-61. In- 
stitute for International Economic Studies, 
Stockholm. 

222 Input-Output 

Johansen, L. — On the Theory of Dynamic In- 
put-Output Models with Different Time Pro- 
files of Capital Construction and Fmite Life- 
Time of Capital Equipment 
The paper extends the traditional dynamic 
input-output model by introducing time pro- 
files for capital construction and finite life-time 
of difitai. t;«quipment. It is shown that the 
grotiMh ratbiinder steady growth can be deter- 
mjpMadthy A characteristic equation, which is 
siri|%| to the equation for the standard case, 
buf^iirith the elements of the matrix replaced 
by functions of the growth rate. The price 
equations of the system are established onjthe 


basis of investment profitability calculations. 
It is shown hOw the prices thus established indi- 
cate the effects on the growth rate of changes 
in the coefficients and can be used to evaluate 
alternative techniques. In a final section final 
consumption demand is allowed for, and the 
role of the savings rate is clarified. In this case 
a dynamic non-substitution theorem is given. 
/ Econ. Theory, Dec. 1978, 19(2), pp. 513-33. 
University of Oslo. 

Krengel, R. — Die Anfange der Input-Output- 
Rechnung des DIW fur die Bundesrepublik 
Deutschland (The Beginnings of the Input- 
Output Calculation of the German Institute 
for Economic Research for the Federal Re- 
public of Germany) 

Systematic work on the task of establishing 
an input-output calculation for the German 
Federal Republic started 1 April 1962 and has 
been carried on uninterruptedly since then. 
This paper gives an account of the early efforts 
of German Institute for Economic Research 
(DIW) staff members to set up some input-out- 
put tables under very difficult circumstances. 
The first attempts in 1953 were only partly 
successful, since many Federal Republic statis- 
tics were still not available for that period. Not 
until after publication in 1958 of the results 
of the Industrial Census of 1954 was it possible 
to compile an initial input-output table for that 
year. These first projects were not supported 
financially by the federal economic administra- 
tion, but by a large enterprise. Kyklos, 1979, 
32(112), pp. 392-99 (German). Germin Insti- 
tute of Economic Research, Berlin. 

225 Social Indicators and Social Accounts 
De Rooy, J. — Are There Decreasing Returns 
to Income in the United States? 

Some social scientists and politicians have 
suggested that we use sets of socioeconomic 
indicators to measure differences in well-being 
among regions or over time because conven- 
tional income accounts exclude disamenities 
(for example, pollution, congestion). This arti- 
cle provides statistical evidence that differ- 
ences in income among regions overestimate 
differences in welfare. Three composite social 
indicators are discussed and evaluated. These 
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indicators are regressed on per capita personal 
income using three models. For two of the 
three indicators increments in well-being de- 
crease relative to increments in income. Quart. 
Rev. Econ. Bus., Summer 1979, 19(2), pp. 91- 
107. Pennsylvania State University, Capital 
Campus. 

226 Productivity and Growth; Theory and Data 
Thirlwall, A. P. — ^The Balance of Payments 

Constraint as an Explanation of International 
Growth Rate Differences 
The paper argues that the mtyor constraint 
on the long-run rate of growth of output in 
an open economy must be the balance of pay- 
ments. The balance-of-payments equilibrium 
growth rate is modelled, and it is shown how 
closely the growth rate of several countries 
since 1951 approximates to the countries’ rate 
of growth of exports divided by their income 
elasticity of demand for imports. Banco Naz. 
Lavoro Quart. Rev., March 1979, 57(128), pp. 
45-53. University of Kent at Canterbury. 

227 Prices 

Konig, H . — Zur Bildung von Preiserwartun- 
gen: Ein multi-variates log-lineares Wahr- 
scheinlichkeitsmodell (The Formation of 
Price Expectations: A Multivariate Log-Lin- 
ear Probability Model) 

In this article the theoretical properties and 
the empirical relevance of a log-linear proba- 
bility model for the analysis of relationships 
between price expectations and realizations 
are discussed and demonstrated for data of 
German textile firms sampled by the Ifo-Insti- 
tut as trichotomous categorical variable in the 
business test. Different models for relation- 
ships between expectations and realizations for 
month tand t — 3 during 1975 and 1976 are 
studied by parametrization ofa3x3x3x3 
contingency table — allowing for bi- and trivari- 
ate interaction effects. Parameter estimates 
and goodness-of-fit criteria indicate that an 
adaptive expectation type model explains the 
joint probability distribution rather well, but 
that interactions with variables like backlog of 
orders and appraisals of orders also result in 
meaningful and significant estimates. Kyklos, 
1979, 32(112), pp. 380-91 (German). University 
of Maimheim, West Germany. 


228 Regional Statistics 

Weber, R. E. — A Synthesis of Methods Pro- 
posed for Estimating Gross State Product 
The various methods that have been used 
for estimating Cross State Product are sur- 
veyed and analyzed. A synthesis of these is 
presented along with exact references for ob- 
taining the necessary data. A method for de- 
flating the current dollar estimates is given. 
The potential accuracy of such estimates is dis- 
cussed, and suggestions are made for determin- 
ing the probable level of inaccuracy to be ex- 
pected for particular estimates. It is suggested 
that for most states or regions the Income Re- 
ceived Method yields quite adequate results, 
especially if combined with the productivity 
weighting system for manufacturing sectors 
described. / Reg. Sci., May 1979, 79(2), pp. 
217-30. Rutgers University, New Brunswick, 
New Jersey, 

300 Domestic Monetary and Fiscal 
Theory and Institutions 

310 Domestic Monetary and Financial 
Theory and Institutions 

311 Domestic Monetary and Financial Theory and 
Policy 

Aghevli, B. B. and Rodriguez, C. A. — ^Trade, 
Prices, and Output in Japan; A Simple Mone- 
tary Model 

An econometric model is developed to assess 
the role of monetary factors in the adjustment 
of prices, output, and the trade balance. The 
adjustment process depends on the excess sup- 
ply of money, the degree of openness, and the 
level of excess capacity in the economy. The 
model is estimated (1965-76) and simulated 
(1977-82) for Japan for various rates of mone- 
tary expansion. Results indicate that any excess 
supply of money is dissipated through higher 
prices, higher output, and trade deficits. In ad- 
dition, higher excess capacity in the economy 
reduces inflation and stimulates output growth. 
Int. Monet. Fund Staff Pap., March 1979, 26(1), 
pp. 38-54 (summaries in French and Spanish). 
International Monetary Fund, Washington, 
D.C.; Columbia University. 
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Bhattacharya, S — Welfare and Savings Effects 
of Indexation 

This paper establishes that indexation of 
debt contracts cannot decrease welfare when 
we consider the transition between equilibria, 
and indeed strictly improves welfare for all in- 
vestors who held assets other than the market 
in the nonindexed equilibrium. The Pareto op- 
timality with respect to investment of the in- 
dexed equilibrium is then used to examine the 
general-equilibrium effects of indexation on 
aggregate savings, without making arbitrary 
assumptions about prices across equilibria of 
different “asset economies.” /. Money, Credit, 
Banking, May 1979, 77(2), pp. 192-201. Uni- 
versity of Chicago. 

Bryant, J. and Wallace, N. — ^The Inefficiency 
of Interest-bearing National Debt 
The coexistence of money and default-free 
interest-bearing government bonds is ex- 
plained by transaction costs; the private sector 
absorbs money with less real difficulty than it 
absorbs bonds. Under the assumption that the 
costs of issuing money and issuing bonds are 
identical, it follows that the presence of gov- 
ernment bonds is inefficient. Further, the 
steady-state inflation rate is higher with bond 
financing of a given real deficit because there 
is less net output, less real saving, and hence 
the need for the government to inflate faster. 
This is demonstrated in a version of Paul A. 
Samuelson's pure consumption loans model. / 
Polit. Boon., AprU 1979, 87(2), pp. 36S-81. Fed- 
eral Reserve Bank of Minneapolis. 

Cameron, N. — ^The Stability of Canadian De- 
naand for Money Functions, 1954-1975 
Stability tests are conducted on Canadian 
quarterly data for the period 1954-75 for 12 
different specifications of fairly traditional de- 
mand for money functions. The tests are all 
based on series of recursive one-period predic- 
tion residuals; they test for the presehce of se- 
rial correlation, heteroskedasticity, misspecifi- 
cation of f6rm„and structural change— either 
gradual or abrupt. Somejjroblems ar^ encoun- 
teredkip dealing with several types of instability 
at once. The test results suggest mild hetero- 
skedasticity, strong serial correlation in the un- 
transformed equations, and structural change 


of some sort for both definitions of money. The 
1967 Bank Act Revision does not seem to have 
caused an abrupt shift of demand for either 
broad or narrow money. Can. J. Econ., May 
1979, 12(2) pp. 258-81. University of Manitob^ 
Winnipeg. 

Davidson, P. — Is Monetary Collapse in the 
Eighties in the Cards? 

Is monetary collapse in the 1980’s in the 
cards? At the risk of overgeneralization, the 
simple answer to this query is demonstrated 
in this paper to be yes — unless economists can 
provide a monetary theory to guide practical 
businessmen with their policy decisions. We 
will get our policies right only when we get 
our theory right. To get a correct theory, we 
must use the. tool of an unambiguous set of 
definitions, for often disagreements of views 
involve semantic confusions. Fruitful policy 
decisions require precision of language, so both 
the problem and its resolution can be well de- 
fined. In this paper, concepts of money and 
liquidity are first defined and then developed 
in terms of the essential properties of such con- 
cepts. It is demonstrated that money as unam- 
biguously defined in this paper plays an essen- 
tial and peculiar role only when we have a 
production economy that is organized on a 
monetary contract basis where the contractual 
obligations span significant lengths of calendar 
time. However, it is also argued that the organ- 
ization of production requires such forward 
monetary contracting if the production process 
is to be efficiently planned. In such a_ world 
money matters, and money contracting mat- 
ters, and the most ubiquitous of all forward 
contracts, the money wage, becomes the linch 
pin for the supply price of reproducible goods. 
Neb. J. Econ. Bus., Spring, 1979, 18(2), pp. 15- 
24. Rutgers University, New Brunswick, New 
Jersey. 

den Dunnen, E. — Postwar Monetary Policy 
Monetary policy has played an active role 
in Dutch postwar economic policy. Essentially, 
it has sought to contribute to balanced eco- 
nomic growth by controlling the money supply 
Ma in relation to national income. Policy mea- 
sures extend to all sources of money creation — 
viz., bank credit, public sector finance, and the 
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balance payments — and are predconinandy 
of the quantitative type. This is reflected, 
among other tilings, in medium-term targets 
for the structure and outcome of the balance 
of payments and the size and coverage of the 
public sector’s borrowing requirement. Inter- 
nationally, the Netherlands favor and partici- 
pate in stable exchange rate systems. This has 
not led to serious conflicts with domestic mone- 
tary objectives until the seventies, when exces- 
sive easing of monetary conditions had to be 
accepted temporarily. De Economist, 1979, 
727(1), pp. 21-457. De Nederlandsche Bank. 

Fischer, S. — Anticipations and the Nonneutral- 
ity of Money 

This paper examines the responses of the 
capital stock, output, and the price level, to 
changes in the money stock in a neoclassical 
growth model in which money may not be neu- 
tral. The nonneutrality of money stems from 
the Tobin effect — the effect of anticipated in- 
flation on capital accumulation. The adjust- 
ment of prices and output to monetary changes 
are shown to depend on whether the change 
is anticipated or not, and also to depend on 
the date at which the change first became an- 
ticipated. Adjustment patterns to anticipated 
changes show first Koyck leads and then Koyck 
lags. The model is extended to include labor 
supply effects of unanticipated inflation. The 
paper concludes with discussions of the nature 
of the rational expectations solution chosen 
and of the mechanism producing the non-neu- 
trality of money. /. Polit. Econ., April 1979, 
£^7(2), pp. 225-42. Massachusetts Institute of 
Technology. 

Friedman, B. M. — Substitution and Expecta- 
tion Effects on Long-Term Borrowing Be- 
havior and Long-Term Interest Rates 
This paper develops and estimates a model 
of corporate borrowers’ supply of long-term 
bonds that combines complementary but dis- 
tinct roles for portfolio substitution effects 
based on both current and expected future 
yields. It also examines the implications of the 
resulting bond supply relationships for a struc- 
tural model of the determination of long-term 
interest rates. Estimation results for U.S. data 
provide support for the model of long-term 


borrowing behavior, including the yield-re- 
lated substitution and expectation ^fects as 
wdl as risk-related elements depending on 
fixed asset holdings and retained earnings. In- 
cluding this representation of bond stqiply in 
a structural model of the bond market im- 
proves the model’s empirical performance in 
determining the long-term bond yield. J. 
Money, Credit, Banking, May 1979, 77(2), pp. 
131-4S0. Harvard University. 

Galbis, V. — Infiation and Interest Rate Policies 
in Latin America, 1967-76 
This paper analyzes interest rate policies in 
19 Latin American countries during 1967-76. 
A number of countries moved from the tradi- 
tional interest rate ceilings to floors, various 
forms of indexation, and liberalization. New 
policies did not always reflect greater enlight- 
enment, but constituted a belated response to 
the rising tide of inflation. While in 1967 finan- 
cial repression (negative real interest rates) was 
limited to a minority of inflationary countries, 
it spread to the entire region throughout the 
inflationary period 1973-76. Furthermore, the 
structure of domestic interest rates tended to 
diverge, and domestic rates adjusted for depre- 
ciation fell below international rates. Int. 
Monet. Fund Staff Pap., June 1979, 26(2), pp. 
334-66 (summaries in French and Spanish). In- 
ternational Monetary Fund, Washington, D.C. 

Garcia, G. and Pak, S. — ^The Ratio of Currency 
to Demand Deposits in the United States 
The paper attributes the currency ratio’s re- 
cent rise to a fall in deposit demand rather 
than to any unexpected increase in currency 
use. The currency equation has continued to 
forecast accurately, while deposit and ratio 
forecasts have become increasingly biased. 
The paper identifies the rapid increase during 
the past ten years in secured (repurchase 
agreement) and unsecured transactions in im- 
mediately available funds (lAF’s) between 
commercial banks and their nonbank custom- 
ers as a factor important to the forecast prob- 
lems. Utilizing estimates of lAF activity is 
shown to substantially improve forecasts of 
both demand deposits and the currency ratio. 
/ Finance, June 1979, 34(3), pp. 703-15. Uni- 
versity of California, Berkeley. 
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Giddy, I. H.; Dufey, G. and Min, S.— Interest 
Rates in the U.S. and Eurodollar Markets 
Hiis paper provides a theory of the equilib- 
rium dtferential between domestic and ofiF- 
shore (Euro) interest rates on the basis of the 
additional perceived riskiness of ofiishore de- 
posits and loans, and the higher costs of regula- 
tion associated with offering deposits and loans 
domestically. Short-nm changes in the interest 
rate differentiab between the offshore and do- 
mestic markets, the authors argue, result from 
domestic market imperfections such as regula- 
tory restraints and oligopolistic market condi- 
tions. Empirical tests on U.S. and Eurodollar 
interest rates for 1974 to 1978 support the hy- 
pothesis that Eurodollar rates respond more 
rapidly to changes in credit conditions than 
do U.S. bank rates. Weltwirtsch. Arch., 1979, 
115(1), pp. 51-67. Columbia University; Uni- 
versity of Michigan; Seoul National University. 

Jonung, L. — Knut Wicksell and Gustav Cassel 
on Secular Movements in Prices 
Theories of secular fluctuations in prices put 
forth by Knut Wicksell and Gustav Cassel are 
examined. Presented at the turn of the cen- 
tury, both theories account for the long-run 
movements in prices in the nineteenth century 
and explain roughly the same set of data. Wick- 
sell related secular swings in the price level 
to movements in the natural rate of interest. 
Cassel associated long-run fluctuations in the 
world price level to differences in the growth 
rates of the world demand for, and world sup- 
ply of, gold. The implications of the two hy- 
potheses for the money supply process are 
compared using recently compiled data on 
Swedish monetary developments. Cassel’s in- 
terpretation is confirmed and the Wicksellian 
explanation is questioned. / Money, Credit, 
Banking, May 1979, 11(2), pp. 165-81. Univer- 
sity of Lund, Sweden. 

Khatkhate, D. R. and Villanueva, D. P. — De- 
posit Substitutes and Their Monetary Policy 
.Significance in Developing Countries 
This paper deals with the nature and dimen- 
sions of deposit substitutes that have emerged 
lately in several developing countries as a 
source of funds to financial institutions. Depmsit 
substitutes are a kind of liability issued E)^fi- 


nancial institutions, which are almost synony- 
mous with bank deposits. However, practices 
vary from country to country and are generally 
devoid of economic rationale. The monetary 
policy significance of deposit substitutes is in- 
vestigated through a case study of the Philip- 
pines, with the conclusion that the presence 
of deposit substitutes has not made any mate- 
rial difference to the impact of monetary policy 
on the real variables. Oxford Bull. Econ. Sta- 
tist, Feb. 1979, 47(1), pp. 37-50. International 
Monetary Fund, Washington, D.C. 

Koskela, E. — On Disequilibrium Effects of In- 
terest Rate Controls in a Monopolistic Bank- 
ing System 

In the partial equilibrium framework of a 
monopolistic banking system, this paper seeks 
to analyze the disequilibrium and welfare ef- 
fects of certain interest rate controls. The out- 
comes of two policies are examined, i.e., that 
of raising the loan and discount rates, along 
with the institutional practice of tying the de- 
posit rate positively to the policy mix and that 
of changing central bank borrowing terms. 
Scand. J. Econ., 1979, S/(l), pp. 1-17. Univer- 
sity of Helsinki. 

Moosa, S. A. — Why Stocks Have not been a 
Hedge against Inflation 
The paper provides an (economic) explana- 
tion of the commonly found negative empirical 
relation between stock returns and inflation. 
Variables that determine stock prices can be 
expected to affect and in turn be afiected by 
other structural equations of macroeconomic 
models. Hypotheses concerning the existence 
of an anti-inflationary policy reaction function 
are stated and their expected effects on se- 
lected monetary and real equations spelled 
out. Reduced-form estimates are then pre- 
sented to show that an anti-inflationary mone- 
tary policy reaction function produced a de- 
cline in corporate per share earnings growth 
and an increase in risk premia, thus explaining 
the common (statistical) finding of recent stud- 
ies. Neb. J. Econ. Bus., Spring 1979, 78(2), pp- 
45-61. University of Illinois, Chicago Circle. 

Muller, H. and Schweizer, U. — ^Temporary 
Equilibrium in a Money Economy 


Selected Abstracts 


1777 


Glower’s concept of a non-pure money econ- 
omy is worked out in detail. We use a model 
including transaction costs, several media of 
exchange, and a system of markets. We empha- 
size the role of money as a medium of ex- 
change. As a consequence, consumers have to 
face a set of monetary constraints which, typi- 
cally, cannot be replaced by an overall budget 
equation thus contrasting sharply with an Ar- 
row-Debreu world. Finally, a proof of exis- 
tence of temporary equilibrium in a money 
economy is given in an appendix. / Econ. The- 
ory, Dec. 1978, /9(2), pp. 267-86. University 
of Cambridge; University of Bonn. 

Phillips, L. and Pippenger, J. — The Term 

Structure of Interest Rates in the MIT- 

PENN-SSRC Model: Reality or 1110X100? 

Using corporate and treasury yields, the Mo- 
digliani-Schiller model of the term structure 
is compared with a simple eflBcient market 
model. In the corporate market, a distributed 
lag on short rates adds significantly to the ex- 
planation of long rates. In the treasury market, 
it does not. The structure discovered in corpo- 
rate yields does not persist across markets and 
time. The evidence therefore does not support 
the Modigliani-Schiller interpretation of the 
term structure of interest rates. Finally, using 
simulation it is shown that their method of esti- 
mation is inappropriate and likely to empha- 
size spurious results. / Money, Credit, Bank- 
ing, May 1979, ll{2), pp. 151-64. University 
of California, Santa Barbara. 

Scarfe, B. L. — Optimal Monetary Policy with 

a Trade-Off Function 

This paper uses the calculus of variations to 
examine optimal time paths for the growth 
rate of the nominal stock of money in a closed 
economy in which there exists a short-run (but 
not necessarily a long-run) trade-off relation- 
ship between inflation and the level of resource 
utilisation, but in which the overall rate of re- 
source utilisation and the rate of inflation may 
he different from the corresponding target lev- 
els that policy-makers are trying to achieve. 
Conclusions with references to the “rules ver- 
sus discretion” debate about monetary policy 
are drawn for an economy in transition be- 
tween alternative steady-state inflation rates. 


Oxford Econ. Pap., March 1979, 31(1), pp. 20- 
35. University of Alberta, Edmonton. 

Smith, P. — Keynes’ Finance Motive; Some Em- 
pirical Evidence 

Unlike the transactions, precautionary, and 
speculative motives for demanding money, 
Keynes’s finance motive has hardly been tested 
empirically at all. This paper outlines the prob- 
lems involved in such testing and proposes a 
model of the demand function for money, 
which includes finance demand as an argu- 
ment. This model is tested using Australian 
data. The results of the tests indicate that fi- 
nance demand is an additional and significant 
component of the demand for money. / Post 
Keynesian Econ., Spring 1979, i(3), pp. 55-68. 
University of Adelaide, Australia. 

Tanzi, V. — Income Taxes and the Demand for 

Money; A Quantitative Analysis 

Traditionally demand-for-money equations 
have been estimated assuming that the market 
interest rates measure the opportunity cost of 
holding money. However, the yield actually 
relevant to individuals is the one net of income 
taxes. Income taxes reduce the opportunity 
cost of holding money. There is thus an obvious 
need to correct the yields used in demand-for- 
money equations. A time series of the 
weighted average tax rate on interest income 
(for the post-1913 period) is calculated and 
used to derive net-of-taxes market rates of in- 
terest. These new rates are then used in tra- 
ditional demand-for-money equations. The 
new rates are shown to bring about improve- 
ments in the statistical fit. Banco Naz. Lavoro 
Quart. Rev., March 1979, 3/(128), pp. 55-72. 
International Monetary Fund, Washington, 
DC, 

Van Order, R. — On the Monetarist Money In- 
come Model 

This paper is a critique of Milton Friedman’s 
“Monetary Theory of Nominal Income” 
(Journal of Political Economy, 1971) on the 
grounds that his “preferred” procedure, hold- 
ing interest rates constant and solving for in- 
come and prices, is inconsistent with the be- 
havior of the actors in the model. In particular. 
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it is difficult to make the procedure consistent 
with individuals obeying their budget con- 
straints. Implications of making it consistent 
are then discussed. / Post Keynesian Econ., 
Summer 1979, 1(4), pp. 131-35. Department 
of Housing and Urban Development, Washing- 
ton, D.C. 

Zljlstra, J. — Monetary Theory and Monetary 
Policy: A Central Banker's View 
In this article attention is paid to monetary 
theory, the relationship between the instru- 
ments of monetary policy and other important 
macroeconomic policy instruments, and finally 
to the real possibilities of pursuing an e£Fective 
monetary policy. The conclusion from the the- 
oretical analysis is that the total money supply 
must be considered one of the most important 
macroeconomic policy instruments. An exces- 
sive supply of money will sooner or later lead 
to inflation, to the debasement of money. 
Therefore the volume of money should be con- 
trolled. The use and effectiveness of monetary 
policy should always be seen in the context 
of other policy instruments, especially fiscal 
policy and, under certain circumstances, wage 
and price policy. The possibilities to pursue 
an effective monetary policy are not unlimited. 
The effectiveness of such a policy can, eg., be 
hampered by external factors. It is vital for a 
central bank to have the widest possible range 
of instruments at its disposal. De Economist, 
1979, I27(\), pp. 3-20. De Nederlandsche 
Bank and Bank for International Settlements, 
Basel, Switzerland. 

312 Commercial Banking 
Mitchell, D. W. — Explicit and Implicit De- 
mand Deposit Interest: Substitutes or Com- 
plements from the Bank’s Point of View? 
The hypothesis that a binding interest rate 
ceiling on checking accounts induces banks to 
offer customers implicit interest in the form 
of services rendered and priced below cost is 
examined. It is shown theoretically that a rise 
in the explicit rate ceiling may in fact cause 
either a rise, a less-than-point-for-point fall, or 
a more-than-point-for-point fall in the implicit 
interest rate. The source of the ambiguity is 
that banks and their customers value the im- 
plicit interest payments differently. / Money, 


Credit, Banking, May 1979, 11(2), pp. 182-91. 
Temple University, Philadelphk. 

313 Financial Markets 

Friesen, P. H. — ^The Arrow-Debreu Model Ex- 
tended to Financial Markets 
The Arrow-Debreu model is extended to in- 
clude a sequential market model with financial 
markets. 77118 is done by dropping the contin- 
gent contracts from the Arrow-Debreu model, 
leaving only a sequence of spot markets for 
commodities. The resulting market structure 
is inefficient. Efficiency is restored with a se- 
quence of stock markets and option markets. 
In addition, consumers are shown to be unani- 
mous in wanting each firm to maximize the 
price of its common stock. Econometrica, May 
1979, 47(3), pp. 689-707. McGill University, 
Montreal. 

Garbade, K. D, and Silber, W. L. — Structural 
Organization of Secondary Markets: Clear- 
ing Frequency, Dealer Activity and Liquid- 
ity Risk 

This paper departs from the standard analy- 
sis of secondary markets by treating the struc- 
tural organization of exchange endogenously. 
We hypothesize that, through competition be- 
tween markets with different organizational 
characteristics, a surviving market will be or- 
ganized to minimize trader exposure to liquid- 
ity risk. The optimal frequency of market clear- 
ing was shown to depend upon the volatility 
of securities prices and the number of market 
participants. Dealer participation in market 
trading reduces liquidity risk and increases the 
optimal frequency of clearing. Advances in 
communications and information technology 
have similar effects. The empirical relevance 
of these results was illustrated by a number 
of historical and contemporary examples of the 
structure of secondary markets. /. Finance, 
June 1979, 34(3), pp. 577-93. New York Uni- 
versity. 

Goldman, M. B. and Sosin, H. B. — Information 
Dissemination, Market Efficiency and the 
Frequency of Transactions 
Casual observers of the New York Stock Ex- 
change (NYSE) are often dumbfounded by the 
frenetic behavior of its participants. If asked 
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how such chaos generates accurate prices, 
many academicians would reply that the abil- 
ity to transact hequendy is a virtue, since it 
promotes prompt information dissemination 
and therefore market efficiency. However, in 
contrast to the NYSE where, during trading 
hours, trades may be constunated almost con- 
tinuously, the Paris Stock Exchange trades 
each security only a handful of times a day. 
This continental contrast in market structure 
led us to reexamine the role of speed in mar- 
kets. We have discovered that if sufficient un- 
certainty surrotmds the dissemination of in- 
formation, frequent transacting may be 
deleterious to market efficiency. In fact, in our 
paradigm we are able to show that our measure 
of market efficiency may be maximized when 
there is a unique, non-zero time interval be- 
tween consecutive trades. The measure of effi- 
ciency used throughout the paper is minus the 
mean squared error. This measure was chosen 
to focus upon the information content of prices 
at times when they are posted {i.e., at times 
of tatonnements). For this purpose we ignore 
costs of illiquidity and costs associated with ob- 
solete information that would occur between 
tStonnements. In this restricted sphere, maxi- 
mization of our efficiency measure is consistent 
with maximizing social Pareto optimality. J. Fi- 
nan. Econ., March 1979, 7(1), pp. 29-61. Bell 
I.aboratories, Murray Hill, New Jersey. 

Kaplan, R. S. and Urwitz, G. — Statistical Mod- 
els of Bond Ratings: A Methodological In- 
quiry 

Previously developed models for predicting 
bond ratings are summarized and criticized. 
A statistical procedure appropriate to the ordi- 
nal nature of a bond rating is applied to a re- 
cent sample of seasoned and newly issued 
bonds. A simple linear model using a subordi- 
nation dummy variable, total assets, the long- 
term debt to total-assets ratio, and the common 
stock systematic risk measure can correctly 
classify two-thirds of a holdout sample of newly 
issued bonds. Further analysis reveals that the 
tnodel may be predicting the actual risk of a 
bond better than the rating agency in about 
half of the “misclassifications.” J. Bus., April 
1979, 52(2), pp. 231-61. Camegie-Mellon Uni- 
versity; Skandinaviska Enskilda Banken, Stock- 
holm. 


Mayen, D. and Rice, E. M. — ^Measuring Portfo- 
lio Performance and the Emi^cal Content 
of Asset Pricing Models 
Recent work by Richard Roll has challenged 
the worth of portfolio performance measures 
based on the capital asset pricing model. This 
paper demonstrates that Roll’s conclusions are 
due to his focusing on a “truly” ex an<e efficient 
index. Using a choice and information theo- 
retic iramework, we show that an appropriate 
index is efficient relative to the probabilities 
assessed by the “market.” Residual analyses 
and portfolio performance tests, using such an 
index, yield meaningful results for a wide class 
of information structures. Roll’s primary criti- 
cisms, however, relate to tests of the asset pric- 
ing model itself. We argue that these criticisms 
are vastly overstated. J. Finan. Econ., March 
1979, 7(1), pp. 3-28. University of Csdifomia, 
Los Angeles; University of Illinois, Urbana- 
Champaign. 

Praetz, P. D. — Testing for a Flat Spectrum on 
Efficient Market Price Data 
This paper tests whether estimated spectral 
ordinates have a flat spectrum. This is impor- 
tant as, in the theory of efficient markets ap- 
plied to commodity and security prices, inde- 
pendence is often tested by estimating a 
spectrum and seeing if it departs from a popu- 
lation spectrum, which is a constant indepen- 
dent of frequency. This paper discusses several 
solutions to an extremely complex problem in- 
cluding a direct parametric and indirect non- 
parametric spectral test as well as others in 
the time and frequency domain and studies 
them on stock market data. / Finance, June 
1979, 54(3), pp. 645-58. Monash University, 
Melbourne. 

Scott, J. H. and Wolf, C. R. — ^The Efficient Di- 
versification of Bids in Treasury Bill Auctions 
In the weekly U.S. Treasury bill auctions, 
agents typically bid at more than one price. 
In this paper, the theoretical and empirical 
properties of multiple price bids are examined. 
It is first shown that such bids are superior to 
single price bids. It is next demonstrated that 
multiple price bids are equivalent to a portfolio 
of securities. From the forecasts of Govern- 
ment securities dealers, bids that were efficient 
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in a mean-variance sense were determined. 
These bids outperformed the dealers’ actual 
bids on an ex post as well as ex ante basis. Rev. 
Econ. Statist, May 1979, 6/(2), pp. 280-87. Co- 
lumbia University. 

314 Financial Intennediaries 
Kalish, L. and McKenzie, J. A. — Portfolio Drag 
and Savings and Loan Lending Policy 
This article examines the often stated view 
that the low yield on the inherited portfolio 
of a savings and loan association is associated 
with high rates on new mortgages. Such rate- 
setting behavior is inconsistent with profit 
maximization, but may occur if the association 
maximizes deposits. Cross-section regression 
results employing a sample of 171 associations 
provided no general support for this view. 
However, in a subsample of concentrated mar- 
kets, a significant relationship was found. An 
implication is that the introduction of variable- 
rate mortgages should not be exptected to 
lower mortgage rates generally through in- 
creasing the past portfolio yield. Quart Rev. 
Econ. Bus., Summer 1979, 19(2), pp. 71-82. 
California State University, Fullerton; Federal 
Home Loan Bank Board. 

320 Fiscal Theory and Policy; Public 
Finance 

321 Fiscal Theory and Policy 
Akin, J. S. — Estimates of State Resource Con- 
straints Derived from a Specific Utility Func- 
tion: An Alternative Measure of Fiscal Ca- 
pacity 

The measurement of ability of governmental 
units to pay for public goods and services from 
own funds has often been attempted. Because 
of past omission of private expenditures and 
implied welfare results from explicit consider- 
ation in such measurement, the past methods 
are less than satisfactory. This research sug- 
gests a methodology that shows promise for 
eventual estimation of a more conceptually 
pleasing utility-function-based measure of fis- 
cal capacity. ,Jhe method attempts to estimate 
levels of state utility anainable, given the total 
resource constraint that controb purchasing 
capacity for both publicly-provided and pri- 
vate goods and services. A demonstration of 
the method is carried out with actual estima- 


tion of the Houthakker indirect addilog utility 
(unction’s expenditure system. Nat Tax /, 
March 1979, 32(1), pp. 61-71. University of 
North Carolina, Chapel Hill. 

Clotfelter, C. T. — Equity, Efficiency, and the 
Tax Treatment of In-Kind Compensation 
Conventional equity and efficiency criteria 
are employed to analyze the tax treatment of 
in-kind benefits, which may range from ex- 
plicit fringe benefits to expenditures that are 
made only partly because of the enjoyment 
they provide. It is argued that public finance 
theory provides little support, in terms of ei- 
ther horizontal or vertical equity, for changing 
the present tax-free status of most in-kind ben- 
efits. Both criteria nevertheless remain impor- 
tant in discussions of tax policy. Finally, opti- 
mal deductibility and inclusion rules are 
derived for expenditures that have both “pro- 
ductive” and compensation components. Nat 
Tax /, March 1979, 32(1), pp. 51-60. University 
of Maryland. 

Greedy, J. — Negative Income Taxes and In- 
come Redistribution 

This paper examines income redistribution 
under alternative negative income tax 
schemes. Attention is given to the efi^ect on 
the coefficient of variation of income as a result 
of revenue — neutral changes in marginal rates 
of taxation. Previous studies have concentrated 
on redbtribution between two groups (those 
above and below a threshold income) and have 
ignored the overall redistributive_^ impact, 
which arises because of progressivity. It is 
shown that the relationships between a guaran- 
teed minimum income and the marginal tax 
rate, and between the coefficient of variation 
of post-transfer income and the tax rate, are 
linear. The results suggest that the redistribu- 
tive impact of negative income tax schemes 
has previously been underestimated. Oxford 
Bull. Econ. Statist, Nov. 1978, 40(4), pp. 363- 
69. University of Durham, England. 

Harris, R. G. and MacKinnon, J. G. — Comput- 
ing Optimal Tax Equilibria 
This paper proposes a technique for comput- 
ing optimal taxes in a full general equilibrium 
model. It is based upon a fixed point algorithm 
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of the type that is widely used to solve Walra- 
sian general equilibrium models. Computing 
an optimal tax equilibrium is more difficult 
than solving a general equilibrium model only 
to the extent that the derivatives of the social 
welfare function and of the consumer demand 
functions must be calculated in the former 
case. Solutions to several sample problems are 
provided to demonstrate the technique. They 
suggest that optimal tax rates are exceedingly 
sensitive to the specification of the model used 
to derive them. /. Public Econ., April 1979, 
77(2), pp. 197-212. Queen’s University, Kings- 
ton, Ontario. 

Morgan, D. R. — Fiscal Policy in Oil Exporting 
Countries, 1972-78 

This paper shows that the conventional pre- 
sentation of fiscal and monetary accounts is in- 
appropriate for examining the impact of fiscal 
policy on the domestic economies of oil export- 
ing countries. An alternative presentation is 
provided that focuses on the domestic budget 
deficit and its implications for domestic liquid- 
ity creation. Application of the alternative 
framework to six major oil-exporting countries 
for the period 1972-78 provides strong support 
for the propositions that the domestic budget 
deficit is the primary determinant of move- 
ments in domestic liquidity and inflation and 
that fiscal policy must be the primary instru- 
ment of demand management. Int. Monet. 
Fund Staff Pap., March 1979, 26(1), pp. 55- 
86 (summaries in French and Spanish). Inter- 
national Monetary Fund, Washington, D.C. 

Neumark, F. — Wandlungen in der Beurteilung 
eingebauter Steuerflexibilitat (Changes in 
the Appraisal of Built-in Tax Flexibility) 
Whereas until the sixties, "built-in-flexibil- 
ity” was considered a most efficient instrument 
of fiscal stabilization, of late, new theoretical 
insights as well as experiences in several coun- 
tries have led to rather pessimistic judgements: 
(1) Governments did not fulfil the conditions 
that are necessary for successful stabilization; 
above all, in a boom they did not “sterilize” 
the additional revenue, and they were forced 
to follow some sort of “tax indexation” with 
respect to progressive personal taxes or to rely 
more on indirect taxes. (2) Taxpayers often did 


not react to variations in their tax burdens in 
the way assumed in earlier theoretical studies. 
Kyklos, 1979, 32(1/2), pp. 177-204 (German). 
University of Frankfurt. 

Pryor, Z. P. — Czechoslovak Fiscal Policies in 

the Great Depression 

The purpose of this article is to demonstrate 
that the allegedly orthodox fiscal policies of the 
Czechoslovak government in the 1930’s served 
a substantial countercyclical role. Using an ana- 
lytic approach pioneered by Bent Hansen and 
employing recently published national ac- 
counts estimates to calculate a simple econo- 
metric model of the interwar Czechoslovak 
economy, a quantitative evaluation of the im- 
pact of automatic stabilizers, discretionary fis- 
cal policy, and certain foreign exchange poli- 
cies is obtained. The results suggest a need for 
a reevaluation of current interpretations of the 
economic history of Czechoslovakia in that pe- 
riod. Econ. Hist. Rev., 2nd Ser., May 1979, 
32(2), pp. 228-40. Temple University, Phila- 
delphia. 

Vehom, C. L. — Market Interaction between 

Public and Private Goods: The Demand for 

Fire Protection 

This paper extends recent empirical work 
on the demand for public goods by examining 
market interaction between publicly-provided 
and privately-provided goods, for the case of 
fire protection. A simultaneous equations 
model, based on the median voter framework, 
is developed and estimated. The cross-sec- 
tional results indicate that homeowners insur- 
ance and fireproofing materials are substitutes 
for public fire protection, since the cross-price 
elasticities are positive and significant. This evi- 
dence indicates that public officials should be 
prepared to deal with an increase in the de- 
mand for fire protection if the prices of private 
market substitutes rise. In a Post-Proposition 
13 world the results suggest that voters can 
and do seek private alternatives to publicly- 
provided goods. Nat. Tax J., March 1979, 32(1), 
pp. 29-39. Georgetown University, Washing- 
ton, D.C. 

Whalley, J. — Uniform Domestic Tax Rates, 

Trade Distortions and Economic Integration 
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This paper examines the argument that uni- 
form indirect tax rates are necessary to remove 
trade distortions for participating countries in 
economic integration. In a simple goods mo- 
bile, factor immobile international trade model 
it is shown that uniformity of tax rates is not 
necessary with either a general origin or desti- 
nation based tax. Under a restricted origin ba- 
sis, absence of distortion is only possible if trade 
is bilaterally balanced, in which case uniform 
or non-uniform rates across countries serve 
equally well. /. Public Econ., April 1979, 11(2), 
pp. 213-21. University of Western Ontario, 
London, Canada. 

323 National Taxation and Subsidies 
Choudhry, N. N, — Measuring the Elasticity of 
Tax Revenue; A Divisia Index Approach 
This paper proposes a method of estimating 
the elasticity of total tax revenue that does not 
require the traditional adjustment of historical 
revenue to eliminate effects of past discretion- 
ary tax changes. An index of discretionary tax 
change analogous to an index of technical 
change is constructed using the principle of 
the Divisia index. Buoyancy of historical reve- 
nue estimated by standard regression tech- 
nique is then suitably adjusted by this index. 
Despite some limitations, the results of apply- 
ing this methodology to widely differing coun- 
tries are found to conform to the nature and 
overall direction of discretionary tax changes 
in these countries. Int. Monet. Fund Staff Pap., 
March 1979, 26(\), pp. 87-122 (summaries in 
French and Spanish). International Monetary 
Fund, Washington, D.C. 

Dixit, A. K. — Price Changes and Optimum 
Taxation in a Many-Consumer Economy 
A general equilibrium model of a many-con- 
sumer economy with commodity taxation is set 
up, and comparative static effects of small per- 
turbations are studied. Production involves 
fixed jElCtors, which can be interpreted as re- 
positMes for pure profits, thus allowing taxa- 
tion of profits at arbitrary rates. The question 
of whether the best loeal improvement starting 
irom a production efficient point will lead to 
inefficiency is studied. The main concern is 
whether it will be optimal to rely on profit 
taxation alone given that it is feasible to do 
so. An affirmative answer is obtained in special 


cases where such policy yields the first best, 
and when the consumers are scaled replicas 
of one another. / Public Econ., April 1979, 
11(2), pp. 143-457. University of Warwick, Cov- 
entry, England. 

Englebrecht, T. D.$ Copeland, R. M. and Davi- 
son, D. L, — ^An Empirical Inquiry into the 
Tax Court’s Utilization of Guidelines for 
Valuing Closely Held Stock for Estate and 
Gift Tax Purposes 

A multiple regression model was used to vali- 
date guidelines established by the Internal 
Revenue Code, Treasury regulations, and ad- 
ministrative rulings for valuing closely held 
stock for estate and gift tax purposes. The 
model consisted of 19 variables. Data for 47 
Tax Court cases, representing 67 valuation ob- 
servations,'were examined by the model, and 
9 significant (0.05 level) variables were identi- 
fied. A holdout sample was used to establish 
the stability of parameter estimates. Neb. J. 
Econ. Bus., Spring 1979, 18(2), pp. 63-80. Uni- 
versity of Oklahoma, Norman; University of 
South Carolina, Columbia; Arizona State Uni- 
versity, Tempe. 

Habib, J. and Lerman, R. 1. — Options in In- 
come Support for the Aged: A critique of 
the Two-Tier Approach 
Support for the two-tier approach to income 
maintenance for the aged is becoming wide- 
spread. Two-tier formulas combine an income- 
conditioned bottom tier with an earnings- 
related top tier to achieve antipoverty and 
earnings replacement objectives. This paper 
first refutes the claim that the two-tier ap- 
proach is generally more target-efficient in 
reaching the poor than is the earnings-related 
top tier with progressive replacement rates. 
Next, the paper compares the effectiveness of 
the two systems in terms of other goals. The 
paper concludes by showing that a top tier with 
a low tax on current income can virtually domi- 
nate a wide range of two-tier formulas. / Pub- 
lic Econ., April 1979, 11(2), pp. 159-77. U.S. 
Department of Labor, Washington, D.C. 

Okner, B. A. — Distributional Aspects of Tax 
Reform during the Past Fifteen Years 
Individual tax changes during the past 15 
years have reduced effective rates at all income 
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levds; in fact, this study indicates we have en- 
joyed a de facto “over-indexing” of the federal 
income tax during die period. Also, each of 
the past acts distributed a disproportionately 
large share of the relief to those in the low- 
and lower-middle income groups-— develop- 
ments that served to maintain tax progressiv- 
ity. Hie Revenue Act of 1978, however, greatly 
changed this pattern. These results are derived 
from an empirical study in which diflferent tax 
provisions of the past 15 years were applied 
to 1978 tax return information. Nat Tax 
March 1979, 32(1), pp. 11-27. Department of 
the Treasury, Washington, D.C. 

Rivers, R. and Crumbley, D. L. — ^The Timing 
Problem for the Unified Estate and Gift Tax 
Massive tax changes in 1976 eliminated the 
old two-tax system and Installed a single, pro- 
gressive transfer tax on the cumulative total 
of both lifetime gifts and property owned at 
death. A dynamic programming model is for- 
mulated in order to indicate the continued im- 
portance of timing in lifetime transfers for 
estate planning. Heuristic guidelines are pro- 
vided because the new law does not nulify the 
appropriateness of lifetime gifts as a major es- 
tate planning function. J. Risk Ins., March 
1979, •^6(1), pp. 125-38. South Illinois Univer- 
sity, Carbondale; Texas A&M University, Col- 
lege Station. 

Tait, A. A.; GrStz, W. L. M. and Eichengreen, 
B. J International Comparisons of Taxa- 

tion for Selected Developing Countries, 
1972-76 

The paper reviews the controversial mea- 
sures of “tax effort,” updates previous studies, 
and compares current results to earlier find- 
ings. Some trends in taxation are described. 
A new, broader sample of countries is used 
to show the vulnerability of absolute tax indices 
to changes in the sample. However, rankings 
prove to be relatively stable. Int Monet Fund 
Staff Pap., March 1979, 26(1), pp. 123-56 (sum- 
maries in French and Spanish). International 
Monetary Fund, Washington, D.C. 

324 State and Local Government Finance 
Bowman, J. H. — Federal Restrictions on State 
Taxation of Military Pay Revisited: A Note 


on Tax Avoidance through Domicile Shifting 
Following Removal of the Withholding Pro- 
hibition 

As a part of the Tax Reform Act of 1976, 
Congress ended the federal prohibititm against 
withholding of state income taxes from mili- 
tary pdy. This change promises improved tax 
compliance and administration. But because 
the domicile-only jurisdictional rule imposed 
on the states for taxation of military pay was 
not also ended, the advent of withholding has 
prompted many military personnel to change 
their domiciles to states not taxing military pay. 
The jurisdictional rule should be changed to 
remove this avenue of tax avoidance and to 
improve the equity of state income taxes in 
other respects. Nat TaxJ., March 1979, 32(1), 
pp. 41-49, Indiana University, Bloomington. 

Katz, H. C — The Municipal Budgetary Re- 
sponse to Changing Labor Costs: The Case 
of San Francisco 

This paper analyzes how expenditures of the 
city of San Francisco were altered in response 
to changes in municipal labor costs over the 
period 1945 through 1976. A hybrid of the "de- 
mands” and the “organizational” models of 
budgeting is used to measure the budgetary 
response to changes in the relative prices of 
labor inputs. Descriptive and econometric evi- 
dence reveals significant adjustments both 
among and within departments in reaction to 
changes in relative labor costs. The empirical 
evidence demonstrates that the city’s budget- 
ary process is guided by simple allocative rules 
modified by price-responsive adjustments. Ind. 
Lab. Relat Rev., July 1979, 32(4), pp. 50B-19. 
Massachusetts Institute of Technology. 

400 International Economics 

410 International Trade Theory 

411 International Trade Theory 
Arad, R. W. and Hillman, A. L. — Embargo 
Threat, Learning and Departure from Com- 
parative Advantage 

This paper extends the current analysis of 
trade embargo threats, initiated by Jagdish N. 
Bhagwati and T. N. Srinivasan, Wolfgang 
Mayer, and others using general equilibrium 
analysis, to a situation where there is the possi- 
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bility of lowering the future cost of production 
of the potentially embargoed good as a result 
of leaming-by-doing. / Int. Econ., May 1979, 
9(2), pp. 265-75. Tel-Aviv University. 

Berglas, E..^Preferential Trading Theory: The 
n Commodity Case 

This is a general equilibrium analysis of pref- 
erential trading. A method was developed that 
allows the analysis of the many-good case, and 
which suggests the tools for empirical studies. 
It is shown that increasing the number of com- 
modities beyond two introduces new consider- 
ations. It is, however, always possible to iden- 
tify welfare-increasing tariff changes. The 
study analyzes the interrelationship between 
preferential trading and a unilateral move- 
ment to free trade. The effect of a customs 
union on income distribution among union 
members is emphasized. / Polit. Econ., April 
1979, 57(2), pp. 315-31. Tel-Aviv University. 

Chang, W. W. — Some Theorems of Trade and 
General Equilibrium with Many Goods and 
Factors 

This paper examines various theorems of 
trade and general equilibrium in a generalized 
framework involving arbitrary numbers of 
goods and factors. It derives explicit expres- 
sions for the Stolper-Samuelson matrix, the 
Rybczynski matrix, the matrix that measures 
the effect of a change in factor endowments 
upon factor rewards at constant commodity 
prices, and the matrix that measures the effect 
of a change in commodity prices upon outputs 
at constant factor endowments. Various prob- 
lems such as factor-price equalization, indeter- 
minacy in production when the number of 
commodities exceeds the rank of input-coeffi- 
cient matrix, and the degree of flatness of the 
production transformation surface are exam- 
ined. Econometrica, May 1979, 47(3), pp. 709- 
26. Sti^ University of New York, Buffalo. 

Choudhri, E. U. — The Pattern of Trade in Indi- 
vidual Products: A Test of Simple Theories 
The paper tests the performance of three 
well-known theories of the pattern of trade 
based on factor proportions, economies of 
scale, and technology. A linear probability re- 
gression model is used to examine the direction 


of trade in a large number of manufactured 
products, for a representative sample of seven 
countries. The study finds that while the scale 
economy explanation does not work, both the 
factor proportions and neo-technology ac- 
counts perform well. Combining the two suc- 
cessful explanations, an interesting result is 
that the influence of capital intensity is signifi- 
cant only among low-technology products. 
Weltwirtsch. Arch., 1979, 115(1), pp. 81-98. 
Carleton University, Ottawa. 

DeardorfP, A. V. — Weak Links in the Chain of 
Comparative Advantage 
This paper examines the proposition that 
trade in many commodities can be explained 
by a chain of comparative advantage. It is first 
shown, in a two-country, two-factor model, 
that trade accords with the ranking of goods 
by factor intensity if there are unequal factor 
prices, free trade, and only final goods. This 
result continues to hold if either trade impedi- 
ments or intermediate products are intro- 
duced. However, if both are present, the chain 
proposition breaks down. Finally, with many 
countries, it is shown that trade impediments 
alone can invalidate the chain proposition. / 
Int. Econ., May 1979, 9(2), pp. 197-209. Uni- 
versity of Michigan, Ann Arbor. 

Drabicki, J. Z. and Takayama, A. — An Antin- 
omy in the Theory of Comparative Advan- 
tage 

This paper shows that the usual bilateral rule 
of comparing relative prices under autarky to 
determine the pattern of trade is not valid for 
the multicommodity world. In addition, equi- 
librium world price ratios need not fall be- 
tween the corresponding price ranges under 
autarky. Such a paradox disappears under gross 
substitutability when the third commodity is 
a non-tradable. For the case of tradables, an 
alternative bilateral rule to determine the pat- 
tern of trade is proposed. Since the classical 
constant cost case has been heavily discussed 
in the literature, we confine ourselves to the 
neoclassical case. J. Int. Eicon., May 1979, 9(2), 
pp. 211-23. University of Arizona, Tucson. 

Ethier, W. J. — The Theorems of International 
Trade in Time-Phased Economies 
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Numerous recent studies conclude that the 
baac results of the Heckscher-Ohlin theory 
are vitiated by “capital”: a collection of hetero- 
geneous produced means of production, where 
production takes time and the interest rate is 
positive. This paper examines the sensitivity 
of the four basic theorems to the presence of 
capital and concludes that all four are impervi- 
ous. The pessimistic conclusions permeating 
the literature are consequently due not to the 
nature of capital but rather to other departures 
from the two-by-two neoclassical model, de- 
partures that can be handled fully in a timeless 
context and, for the most part, have been. J. 
Int. Econ., May 1979, 9(2), pp. 225-38. Univer- 
sity of Pennsylvania. 

Falvey, R. E. — Specific Factors, Comparative 

Advantage and International Investment; 

An Extension 

The Heckscher-Ohlin-Samuelson and Spe- 
cific Factor trade models have a common 
short-coming when treating trade restrictions 
and capital mobility. In both structures any tar- 
iff is prohibitive, short of specialization, since 
capital flows, responding to the return differ- 
ential created by the tariff, simply relocate 
world production until trade is eliminated. 
This paper develops a new structure, which 
combines elements of the Heckscher-Ohlin- 
Samuelson and Specific Factor models, thereby 
retaining most of the traditional features of 
trade models, yet permits capital mobility 
without such extreme consequences. The im- 
plications of trade restrictions for real factor 
returns, etc., are then developed. Economica, 
Feb. 1979, 46(181), pp. 77-82. Tulane Univer- 
sity, New Orleans. 

Fortune, J. N. — Income Distribution and Lin- 
der’s Thesis 

Linder has hypothesized that similarities in 
per capita incomes and geographical distance 
between exporting and importing countries 
are determinants of bilateral trade intensities. 
This paper develops a theoretical model that 
incorporates the distribution of income within 
each importing country as an additional deter- 
minant. The distinction between high technol- 
ogy new products and standardized products 
is also integrated into the model. These exten- 


sions result in an estimating equation, which 
provides a significant, but small, improvement 
in the explanation of bilateral trade intensities. 
Furthermore, the paper shows that reductions 
in the variance of the income distribution in- 
crease countries' bilateral per capita imports. 
Southern Econ. /., July 1979, 46(1), pp. 158- 
67. University of Windsor, Ontario. 

Ghosh, D. K, — Trade Model with Nontraded 

Sector; Economic Expansion and Immiseri- 

zation 

This paper analyzes the effects of growth 
upon resource allocation and Rybczynsld mag- 
nification effects of economic expansion for a 
model of trade with a non-traded sector. In 
this generalized framework it is proven that 
if the usual conditions for immiserizing 
growth, as enunciated by Jagdish Bhagwati in 
the 2X2 trade model, exist, then net comple- 
mentarity between the non-traded and the im- 
portable goods increases the degree of immis- 
erization, and even if those conditions are 
absent, growth can nevertheless be damnify- 
ing. It is furthermore established that high im- 
port duties and/or gross complementarity be- 
tween the non-traded and the importable 
goods, among other things, increase(s) the risk 
of immiserization for a growing economy. 
Southern Econ. /, July 1979, 46(1), pp. 244- 
55. Rutgers University, Camden, New Jer- 
sey. 

Pelcovits, M. D The Equivalence of Quotas 

and Buffer Stocks as Alternative Stabilization 

Policies 

The choice of an optimal policy when the 
foreign supply curve is unstable has been con- 
sidered separately in two earlier articles. Both 
authors have shown that price stabilization is 
welfare increasing if a tariff set for noneco- 
nomic reasons is about 100 percent. The fact 
that both achieve the same result despite the 
choice of different stabilization measures is 
taken up in this article. It is found that price 
stabilization through quotas or buffer stocks 
will have the same effect on economic welfare 
despite their differing impact on the level of 
imports under varying supply conditions. /. Int. 
Econ., May 1979, 9(2), pp. 303-07. University 
of Maryland, College Park. 



1786 


Journal of Economic Literature 


Rothschilil, K. W^Aussenhandelstheorie, 
AussenhandelspoUtik und Anpassungsdruck 
(Foreign Trade Theory, Foreign Trade Pol- 
icy and the Adjustment Problem) 
Traditional foreign trade theory is character- 
ized by a normative allocation-oriented wel- 
fare outlook. Since welfare is measured exclu- 
sively in terms of material goods, complete foee 
trade emerges as the predominant policy de- 
scription. But “welfare” is also influenced by 
the unemployment and redeployment effects 
connected with unrestricted free trade. These 
frictions will grow in a less expansionist world 
with a high degree of technological change. 
Flexible regulations in international trade to 
permit a trade-off between trade restrictions 
and unemployment may be desirable. In the 
final section a revision of the GATT rules is 
discussed from this point of view. Kyklos, 1979, 
32(1/2), pp. 47-58 (German). Johannes-Kepler 
University, Linz, Austria. 

Smith, M. A. M. — Intertemporal Gains from 
Trade 

The gains-from-trade theorems of atemporal 
trade theory have direct analogues in inter- 
temporal models. The apparent paradoxes that 
arise in the comparison of steady states disap- 
pear when the complete time paths of per- 
fectly competitive trade and autarky equilibria 
in a general intertemporal linear production 
model are considered. The analysis can be ex- 
tended to cover international investment. /. 
Int. Econ., May 1979, 9(2), pp. 239-48. London 
School of Economics. 

Uekawa, Y. — ^The Theory of Effective Protec- 
tion, Resource Allocation and the Stolper- 
Samuelson Theorem; The Many-Industry 
Case 

In this paper the following principal results 
will be established: (1) In the general equilib- 
rium model with many industries, many pri- 
mary factors, many imported inputs, and 
nonseparable production functions, necessary 
and sufficient conditions for which the effective 
protection (ERP) theory works in the sense de- 
fined by Jagdish N. Bhagwati and T. N. Sriniva- 
san under their (B-S) restriction on tariff 
changes are presented. (2) Necessary and suffi- 
cient conditions for the strong Stolper-Samuel- 


son theorem to hold are presented. (3) Under 
certain special conditions die weak Stolper- 
Samuelson theorem holds. /. Int Econ., May 
1979, 9(2), pp. 151-71. Kobe University of 
Commerce, Japan. 

Wegge, L. L. — Coqjugate Small Country Pro- 
duction Equilibrium Concepts 
Cor^ugacy theory is utilized and developed 
to develop an interpretation of the production 
equilibrium in general equilibrium in terms 
of the properties of sectoral value-added func- 
tions and in terms of the relative influence of 
each sector on all other sectors in a small coun- 
try’s economy. The exact relationship between i 
the comparative static system thus analyzed 
and the one traditionally built on equilibrium 
in terms of the vector of factor prices and gross 
output levels is delineated. The major contri- 
butions to the theory of effective protection 
are also illuminated. / Int Econ., May 1979, 
9(2), pp. 173-96. University of California, Da- 
vis. 

Young, L. — Ranking Optimal Tariffs and Quo- 
tas for a Large Country under Uncertainty 
Optimal tariffs and quotas are compared for 
a large country under uncertainty. If the im- 
port supply schedule has constant elasticity 
and is subject to multiplicative uncertainty and ' 
domestic demand is random, then the optimal j 
policy is a fixed ad valorem tariff. If the supply I 
schedule has constant elasticity but this elastic- 
ity is random, then the optimal tariff is superior 
to the optimal quota. If the demand and supply 
schedules are linear, then the optimal quota 
is superior to the optimal tariff if and only if 
the supply schedule is inelastic and the degree 
of uncertainty in the demand and supply 
schedules is small. /. Int Econ., May 1979, 9(2), 
pp. 249-64. University of Canterbury, Christ- | 
church. New Zealand. 

420 Trade Relations; Commercial Policy; 

International Economic Integration 

421 Trade Relations 

Balassa, B. — ^The Changing Pattern of Com 
parative Advantage in Manufactured Goods 
The empirical estimates presented in the pa- 
per show that intercountry differences in the 
structure of manufactured exports are in large 
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part explained by differences in physical and 
human cajdtal endowments. The results lend 
support to the “stages” approach to compara- 
tive advantage, according to which tlw struc- 
tiu-e of exports changes with the accumulation 
of physical and human capital. The policy im- 
plications of the results for the developing 
countries are ako indicated in the paper. Rev. 
Econ. Statist, May 1979, 6i(2), pp. 259-66. 
Johns Hopkins University and World Bank, 
Washington, D.C. 

Barker, T. S. — ^Identification of Activity Effects, 
Trends, and Cycles in Import Demand 
A simple linear model for import demand 
with the cyclical term as deviations from trend 
income exposes an identification problem. 
Published work on U.S. and U.K. imports is 
reinterpreted in the light of this analysis, in 
particular the implicit imposition of unit activ- 
ity elasticities is examined. Results are pre- 
sented summarizing estimates of 32 import 
functions for the U.K., 1955-72, unrestricted 
and with separate restrictions on the activity, 
cyclical, and trend terms. These results show 
how positive and significant cyclical and trend 
terms could result from misspecified functions. 
An incidental result is that the cyclical effects 
on imports are negative for some declining in- 
dustries. Oxford Bull. Econ. Statist, Feb. 1979, 
4I{1), pp. 63-68. University of Cambridge. 

Bond, M. E. — ^The World Trade Model; Invisi- 
bles 

An econometric model of imports and ex- 
ports of invisibles is specified and estimated 
for the 14 mgjor industrial countries. Invisibles 
comprise six groups — ^freight transportation, 
passenger transportation and travel, other 
services, investment income, workers’ earn- 
ings and remittances, and transfers. The model 
determines the volume and/or value of exports 
and imports for each group. The empirical re- 
sults demonstrate that imports and exports are 
strongly influenced by income, activity levels, 
relative prices and exchange rates, transporta- 
tion prices, interest rates, and merchandise 
flows, and that some groups of investment in- 
come flows are homogeneous with respect to 
asset and liability levels and earnings. Int 
Monet Fund Staff Pap., June 1979, 26(2), pp. 


257-333 (summaries in French and Spanirii). 
International Mcuietary Fund, Washington, 
D.C. 

Oe Grauwe, P.; Kennes, W.; Peeters, T. and 
Van Straelen, R. — ^Trade Expansion with the 
Less Developed Countries and Employ- 
ment: A Case Study of Belgium 
The main findings of this study can be sum- 
marized as follows. A balanced expansion of 
the Belgian trade with the LDC’s has a small 
negative impact on the total demand for labor 
in the Belgian economy. 'This small aggregative 
effect, however, hides important opposite 
shifts in the sectoral demands for labor. As a 
result, a balanced expansion of trade with the 
LDC’s requires a sufficient degree of sectoral 
factor mobility if prolonged unemployment is 
to be avoided. In addition, given the important 
differences in factor content between imports 
from LDC’s and Belgian exports towards 
LDC’s, increased trade with the LDC’s neces- 
sitates significant changes in relative factor 
prices in Belgium if full employment is to be 
maintained. Weltwirtsch. Arch., 1979, 115(1), 
pp. 99-115. Catholic University of Louvain, 
Belgium. 

Rogge, P. G. — Weltwirtschaftliche Faktorallo- 
kation als Problem einzelstaatlicher Wirt- 
schaftspolitik (The Allocation of World Re- 
sources as a Problem of National Economic 
Policy) 

The economic structure of Northwest Eu- 
rope has recently given rise to concern: several 
traditional industry branches with high em- 
ployment volumes seem oversized against the 
present pattern of international division of la- 
bor. Vice versa, some industrializing countries 
outside Europe seem to have been deprived 
of their industrialization potential. Massive 
shifts in this international location map are 
pushed ahead by forces such as the realign- 
ment of exchange rates and raw material 
prices, with cost differentials between coun- 
tries in the employment of foreign workers and 
operation of pollution industries added. Eu- 
rope has to re-appraise its economic structures 
and devise new policies for restructuring. Kyk- 
los, 1979, 32(1/2), pp. 331-49 (German). Prog- 
nos, Basle, Switzerland. 
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Toviu, A.— The Outcome of Closer Economic 
Links with the EEC for LDCs’ Exports Pre- 
viously Dumped in World Markets: An Em- 
pirical Investigation 

This paper considers the case of particular 
industries in developing countries around the 
Mediterranean, which are used to practicing 
dumping in world markets for a number of 
years. The progressive economic association of 
these countries with the EEC is eliminating 
this highly visible distortion, but is promoting 
new distortions by fostering production at a 
cost no longer competitive at the world level. 
The paper includes empirical evidence pres- 
ented in order to provide this point. Oxford 
Econ. Pap., March 1979, 37(1), pp. 121-32. Uni- 
versity of Kent at Canterbury. 

422 Commercial Policy 

Gelb, A. H. — On the Definition and Measure- 
ment of Instability and the Costs of Buffering 
Ejcport Fluctuations 

The purpose of this paper is to place the 
definition and measurement of instability on 
a rigorous basis using Fourier-Analytic Meth- 
ods. Costs imposed by fluctuations are shown 
to depend critically on their frequencies, but 
not monotonically. Upper bonds are estab- 
lished for costs of buffering high-frequency ex- 
pert revenue fluctuations for 36 countries and 
are shown to be small. Buffering costs are far 
larger for medium-frequency changes. The re- 
lationship between the demand for interna- 
tional reserves and reserve conditionality is ad- 
dressed. Less restrictive instability definition 
and longer policy horizons are advocated. Rev. 
Econ. Stud., Jan. 1979, 46(1), pp. 149-62. The 
World Bank, Washington, D.C. 

Golub, S. S. and Finger, J. M. — The Processing 
of Primary Commodities; Effects of Devel- 
oped-Country Tariff Escalation and Devel- 
oping-Country Export Taxes 
Both developed country (DC) tariffs and 
LDC export taxes are “escalated" to protect 
Idc^ processors of primary commodities. The 
pl^r develops an ailtilytical model of North- 
South commodity trade, which is used to esti- 
mate the effects of reciprocal elimination of 
these trade barriers for eight commodities. It 
is estimated that processing would increase by 


9 percent in the LDC’s and decline by less 
than 1 percent in the DC’s. LDC export reve- 
nue for the eight commodity sample would 
increase by 11 percent, or Just over $1 billion 
(based on 1973 trade flows), which is considera- 
bly more than the estimated effect of the Gen- 
eralized System of Preferences. J. Polit. Econ., 
June 1979, 37(3), pp. 559-77. Board of Gover- 
nors of the Federal Reserve System; U.S. De- 
partment of the Treasury. 


423 Economic Integration 
Papantoniou, J. — Foreign Trade and Industrial 
Development: Greece and the EEC 
The approach rests on the premise that ex- 
ternal demand has been, and will be, the most 
important, determinant of Greek manufactur- 
ing growth. The conclusion is that the trading 
arrangements that EEC membership will 
bring about will hinder the growth of markets 
for Greek manufactures and hence retard in- 
dustrialization. Only a massive inflow of for- 
eign capital could refute this prediction, but 
this is neither likely nor desirable. As the full 
implementation of the existing association 
agreement with the EEC would produce com- 
parable results, a new form of economic rela- 
tionship is advocated, which would serve 
Greece’s longer-term interests better than 
present options. Cambridge J. Econ., March 
1979, 3(1), pp. 33-48. University of Athens. 


Shmelev, N. — Problems of an All-European 
Economic Cooperation 
Peace in Europe cannot be achieved 
through purely political means. The basic 
norms of international behavior include eco- 
nomic cooperation bearing mutual advantages 
for each state irrespective of its social system. 
Modem economic development requires the 
international division of labor too. Achieve- 
ments of East-West economic relations include 
the participation of the Federal Republic of 
Germany, France, and Italy in industrial recon- 
struction and exploration of natural resources 
in CMEA countries. Acta. Oecon., 1977, 79(3- 
4), pp. 379-93. Institute of Economics of World 
Socialist System, U.S.S.R. Academy of Sci- 
ences. 
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430 BAlJiNCS OF PAYMXim; iNTEKNATIONAL 
FmANCB 

431 Balance of Paymentst Mechaniams of Adjust- 
ment; Exchange Rates 

Argy, V. and Salop, J. — Price and Output Ef- 
fects of Monetary and Fiscal Policy under 
Flexible Exchange Rates 
This paper analyzes the effects of monetary 
and fiscal policy on prices, output, and the ex- 
change rate under alternative specifications of 
the labor market. With the Keynesian formula- 
tion, the familiar results obtain: Monetary pol- 
icy is effective and fiscal policy ineffective in 
influencing the level of activity. If real wages 
are rigid, however, monetary policy affects 
only prices and the exchange rate; expansion- 
ary fiscal policy raises output and, because of 
repercussions of tax increases on take-home 
wages, the balanced budget multiplier is nega- 
tive. A vicious circle can result from expansion 
directed at reducing unemployment caused by 
an OPEC-type shock. Int. Monet. Fund Staff 
Pap., June 1979, 26(2), pp. 224-56 (summaries 
in French and Spanish). Macquarie University, 
Sydney, Australia; International Monetary 
Fund, Washington, D.C. 

Bemholz, P. — Flexible Exchange Rates, Em- 
ployment and Inflation in a Small Country 
Exchange rate fluctuations, over- and under- 
evaluations have been important since 1973 
and in the time of earlier exchange rate flexi- 
bility, e.g., in the early twenties, in spite of 
the long-run validity of the purchasing power 
parity theorem. Recent theoretical explana- 
tions and an eclectic scheme of possible reasons 
are discussed. An application of the theory of 
competing currencies shows the importance 
of the demand for different monies as assets 
and the growth rates of their supplies for am- 
plitude and dynamics of exchange rate fluctua- 
tions. Some policy implications are drawn for 
a small country, and some policy proposals are 
discussed. Kyklos, 1979, 32(1/2), pp. 7-24. Uni- 
versity of Basle, Switzerland. 

Bilson, J. F. O. — Recent Developments in 
Monetary Models of Exchange Rate Deter- 
mination 

The seminal contributors to the monetary 
approach to the balance of payments suggested 


that the approach could be applied to a flexible 
exdiange rate regime with only minor modifi- 
cations. The persistent deviations from pur- 
chasing power parity and the large variance 
of short-term exchange rate movements, how- 
ever, are inconsistent with the theory. This pa- 
per reviews three attempts to reconcile the 
monetary approach with the empirical charac- 
teristics of the flexible rate period. An inte- 
grated model, capable of empirical verifica- 
tion, is also presented. Int. Monet. Fund Staff 
Pap., June 1979, 26(2), pp. 201^23 (summaries 
in French and Spanish). University of Chicago. 

Bilson, J. F. O. — ^The “Vicious Circle” Hypoth- 
esis 

The vicious circle hypothesis states that ex- 
change rate depreciation is an independent 
source of inflation and an ineffective instru- 
ment for international adjustment. These argu- 
ments are examined in a dynamic general 
equilibrium model of a small open economy. 
The model demonstrates that exchange rate 
changes appear to “cause” inflation when dis- 
turbances are monetary, and that the primary 
determinants of policy effectiveness are speed 
of price and wage adjustment and openness 
of the economy. Finally, a combination of ex- 
pansionary fiscal policy and tight monetary pol- 
icy is shown to be capable of breaking an infla- 
tionary spiral without inducing a prolonged 
period of unemployment. Int. Monet. Fund 
Staff Pap., March 1979, 26(1), pp. 1-37 (sum- 
maries in French and Spanish). University of 
Chicago. 

Chambers, R. G. and Just, R. E. — A Critique 

of Exchange Rate Treatment in Agricultural 

Trade Models 

The recent theoretical and empirical litera- 
ture on the role of exchange rates in agricul- 
tural prices and trade is reviewed. Specifically, 
alternative specifications of the exchange rate 
in excess demand functions are considered. Re- 
sults show that the specification most common 
in recent theoretical and empirical work is un- 
necessarily restrictive and may bias the result- 
ing analysis. Several less restrictive specifica- 
tions for empirical research are suggested. 
Amer. J. Agr. Ficon., May 1979, 6/(2), pp. 249- 
57. University of California, Berkeley.’ 
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Deindorff, A. V;-^iie-Way Arbitrage and Its 
I Implications £:»: the Foreign Exchange Mar- 
kets 

llie relationship between spot and forward 
exchange rates and domestic and foreign inter- 
est rates is examined with transactions costs 
in all markets. Market participants choose the 
least-cost method of exchanging currencies in 
diese markets, thus engaging in one-way arbi- 
trage if that is preferaUe to a direct transac- 
tion. One-way arbitrage consists of using one 
exchange market and the two securities mar- 
kets to replace a direct transaction in the other 
exchange market. It is shown that one-way ar- 
bitrage should prevent rates from ever depart- 
ing enough from interest parity for conven- 
tional covered interest arbitrage to break even. 
/. Polit. Econ., April 1979, 57(2), pp. 351-64. 
University of Michigan, Ann Arbor, and Insti- 
tute for International Economic Studies, Uni- 
versity of Stockholm. 

Enders, W. and Lapan, H. E. — Stability, Ran- 
dom Disturbances, and the Exchange Rate 
Regime 

The paper considers a small open economy 
subject to stochastic disturbances in the pro- 
duction of both a traded and a non-traded 
good, the money supply and/or demand func- 
tion, and disturbances emanating abroad. The 
effects of these disturbances on consumption 
and relative prices are examined under alter- 
native exchange rate regimes. It is shown that 
relative price movements tend to be serially 
correlated under fixed exchange rates but are 
serially uncorrelated under flexible rates. Capi- 
tal mobility acts to reduce any difference be- 
tween the alternative exchange regime, and 
if the exchange market is efficient, the two ex- 
change regimes produce identical effects. 
Southern Econ. /, July 1979, 46(1), pp. 49-70. 
Iowa State University, Ames. 

Flood, R. P. — An Example of Exchange Rate 
Overshooting 

This pap^ shows that models that neglect 
the dynamic relatioilShip between asset mar- 
kets and the current account, under flexible 
exchange rates, will systematically underpre- 
dict exchange rate volatility in response to 
monetary disturbances. The models usedbs the 


ps^)er assume rational expectations, and the 
results are shown to be robust to very general 
monetary disturbances. Southern Econ. /., July 
1970, 46(1), pp. 168-78. University of Virginia, 
Charlottesville. 

Home, J. — ^The Effect of Devaluation on the 
Balance of Payments and the Labour Mar- 
ket: United Kingdom, 1967 
This paper examines empirically the effec- 
tiveness of the 1967 sterling devaluation as a 
policy instamment and the critical factors be- 
hind its “success" or “failure.” The theoretical 
framework used is the monetary approach to 
the balance of payments. A disequilibrium 
model of a small, open economy is specified 
in continuous time, and its discrete time equiv- 
alent is estimated by a fiill-information-likeii- 
hood method. The simulation results show that 
the 1967 devaluation exercised significant ef- 
fects on the stock of foreign reserves and the 
level of employment by early 1969. These ef- 
fects are attributed in part to the slow response 
of nominal wages and the strength of the bal- 
ance of payments response to the money mar- 
ket. Economica, Feb. 1979, 46(181), pp. 11- 
25. University of Melbourne. 

Kaminow, I. P. — Elconomic Stability under 
Fixed and Flexible Exchange Rates 
This paper analytically compares maroeco- 
nomic perfomumce under fixed and flexible 
exchange-rate regimes. A model is developed 
in which the economy is stable around foil em- 
ployment, but subject to periodic random 
shocks. From the model, conditions are de- 
rived that allow comparison (across exchange- 
rate regimes) of the size of the expected 
squared deviation from full employment in- 
come in any arbitrarily selected period. These 
conditions are stated in terms of the variances 
and elasticities of particular behavioral rela- 
tions. /. Int. Econ., May 1979, 9(2), pp. 277- 
85. Government Research Corporation, Wash- 
ington, D.C. 

Miles, M. A. — ^The Effects of Devaluation on 
the Trade Balance and the Balance of Pay- 
ments: Some New Results 
This paper examines the statistical relation- 
ship between devaluation and both the trade 
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balance and die balance of payments for 16 
devaluations of 14 countries in the 1960’s. Us> 
ing several tests involving both the seemingly 
unrelated and pooled cross>section time-series 
regression techniques, the paper tests the ef- 
fect of devaluation while standardizing for 
other variables that may affect the foreign ac- 
counts. While the balance of payments does 
seem to improve following devduadon, no evi- 
dence is found to support the hypothesis that 
devaluation improves the trade balance. The 
paper concludes that the adjustment to de- 
valuation is essentially monetary in nature, 
involving only a portfolio stock adjustment. 
/ Polit. Econ., June 1979, 87{3), pp. 600-620. 
Rutgers University, New Brunswick, New Jer- 
sey. 

Robinson, W.; Webb, T. R. and Townsend, 
M. A. — ^The Influence of Exchange Rate 
Changes on Prices: A Study of 18 Industrial 
Countries 

The study starts with a theoretical justifica- 
tion of the proposition that parity changes 
must cause offsetting price changes. This prop- 
osition can only be tested given appropriate 
measures of each country’s price and exchange 
rate changes. These measures allow each coun- 
try’s price and parity movements, relative to 
the world at large, to be studied. It emerges 
that the influence of parity changes on prices 
has steadily increased throughout the period 
studied and is larger in the more open econo- 
mies. Economica, Feb. 1979, 46(181), pp. 27- 
50. European Commission, Brussels. 

Ruffin, R. J. — ^Tariffs, the Balance of Payments, 
and the Demand for Money 
This paper shows that in a small country the 
impact of a tariff on the balance of payments 
depends crucially on the role of relative prices 
in the demand function for money. An import 
(export) duty has a perverse impact on the bal- 
ance of payments if importables (exportables) 
and money are net complements, but both im- 
port and export duties cannot have a perverse 
impact. A relation between the impact of ex- 
port and import duties is also derived and is 
used to re-establish a well-known theorem of 
James Meade on the equivalence of replacing 
import with export duties and ciurency depre- 


ciation. /. Int Econ., May 1979. 9(2), pp. 287- 
302. Uidversity of Houston. 

v«i Weizsilcker, C. C.— Das eheme Zinsgesetz 
(The Iron Law of Interest) 

Say’s theorem is not necessary to solve any 
problem of insufficient demand: if the long-run 
rate of interest faUs below the long-run rate 
of growth, the Ponzi game of consuming out 
of loans works for an indefinite period of time 
and thus creates sufficient demand. But this 
very fact and the attractiveness of the Ponzi 
game implies that the rate of interest will not 
for a long period be substantially below the 
rate of growth. On the other hand, if there 
are countries with a structural balance-of-trade 
surplus, such as the oil countries, the world 
market rate of interest cannot be substantially 
above the rate of growth of world output. This 
is the iron law of interest. Fiscal policy to stimu- 
late demand is the domestic Ponzi game. 
Borrowing by third world countries is the in- 
ternational Ponzi game. In the interest of 
world-wide equity, the latter is to be preferred 
to the former. Kyklos, 1979, 32(1/2), pp. 270- 
82 (German). University of Bonn. 

Wilson, C. A. — Anticipated Shocks and Ex- 
change Rate Dynamics 
The paper extends Rudiger Dombusch’s 
analysis of exchange rate dynamics to include 
the case where changes in government policy 
are anticipated before they occur. It is demon- 
strated that simply the announcement of an 
expansionary policy will cause the exchange 
rate to jump, which induces an expansionary 
impact on the economy even before the policy 
is implemented. J. Polit. Econ., June 1979, 
87(3), pp. 639-47. University of Wisconsin, 
Madison. 

Wilson, J. F. and Takacs, W. E. — Differential 
Responses to Price and Exchange Rate Influ- 
ences in the Foreign Trade of Selected In- 
dustrial Countries 

In 1950 Orcutt conjectured that trade flows 
would adjust faster to exchange-rate than to 
price changes. Our paper explores trade of six 
industrial countries during the Bretton Woods 
period, using equations that estimate separate 
distributed lags on these variables. While long- 
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run effects of price and exchange-rate move- 
ments are constrained to equality, short-run 
effects may differ. Numerous combinations of 
lag lengths are explored. We find Guy H. Or- 
cutt’s coqiecture was substantially correct. The 
evidence also suggests: (a) that the full-a<ljust- 
ment horizon was no more than three years; 
and (b) trade flows were more sensitive to im- 
porters’ domestic prices than to foreign prices. 
Rev. Econ. Statist, May 1979, 61(2), pp. 267- 
79. Board of Governors of the Federal Reserve 
System, Washington, D.C.; University of Mary- 
land, Baltimore. 

432 Inteniatioiul Monetary Arrangements 
de Cecco, M. — Origins of the Post-War Pay- 
ments System 

This paper tries to analyze the role assigned 
to international capital movements by the 
Keynes, White, and Williams Plans for the re- 
construction of the international monetary sys- 
tem after the Second World War, and the view 
that the Bretton Woods Agreements finally 
took of them. The article then goes on to show 
how international capital movements, in spite 
of the greatly reduced role assigned to them 
at Bretton Woods, can be held responsible for 
several important events that upset the func- 
tioning of the new international monetary sys- 
tem in the early postwar period. Within this 
context, the article finally tries to present the 
often divergent positions held, in the course 
of those years, by different power centers in 
the United States and in Britain. Cambridge 
J. Econ., March 1979, 3(1), pp. 49-61. Univer- 
sity of Siena, Italy. 

440 International Investment and Foreign 

Aid 

441 International Investment and Capital Markets 
Hartman, D. G. — Foreign Investment and Fi- 
nance with Risk 

Risk-averse individual asset owners are 
shown to prefer that the placement of capital 
abroad be coupled with borrowing at the loca- 
tion where the capital income is produced. The 
more responsive is the real stream of capital 
returns to exchange rate changes, the stronger 
is thmjpimtive. This consideration of risk also 
implieslbii|^f#ie effects of government policies 
cou|4<be quite different from those usualiy as- 


sumed. In particular circumstances, it is diown 
that an increase in the tax on foreign source 
income should cause the stock of capital in 
place abroad to rise. Qtiart. J. Econ., May 1979, 
93(2), pp. 213-32. Harvard University. 

Ozawa, T. — International Investment and In- 
dustrial Structure: New Theoretical Implica- 
tions from the Japanese Experience 
The theory of international investment so 
far developed to explain the behavior of multi- 
nationals is postulated on the monopolistic (or 
oligopolistic) market structure. Yet, drawing 
upon the recent experience of Japan’s overseas 
investment, this paper shows both theoreti- 
cally and factually that international invest- 
ment is also compatible with a relatively com- 
petitive market structure. The “bandwagon” 
syndrome and the “cross-the-national-rather- 
than-industry-boundary” behavior, both con- 
sidered oligopolistic, are observable equally in 
the investment activities of Japanese firms in 
competitive industries. Oxford Econ. Pap., 
March 1979, 37(1), pp. 72-92. Colorado State 
University, Fort Collins. 

500 Administration; Business Finance; 

Marketing; Accounting 

510 Administration 

512 Managerial Economics 
Lee, L. W. — A Theory of Management and Its 
Implications for Capital Structure and 
Merger 

In a world of incomplete information, peo- 
ple’s ability to explain corporate performance 
is limited. Consequently, the market for man- 
agers shows a propensity to discount the value 
of a manager who has failed a firm. This gives 
rise to a difference between the shareholder’s 
and the manager’s interests in a corporation. 
The existence of a well-defined capital struc- 
ture in a corporation may reflect the manager’s 
attempt to maximize self-interest. Similarly, 
corporate mergers may be explained as the 
exercise of managerial discretion. Decision 
rules are derived in the context of the theory 
of corporate co-insurance. Southern Econ. ].. 
July 1979, 46(1), pp. 107-18. Wayne State Uni- 
versity, Detroit. 
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520 Busmxss Finance and Investment 

Miller, M. H. and Scholes, M. S.— Dividends 
and Taxes 

We present sufiScient conditions for taxable 
investors to be indifferent to dividends despite 
tax differentials in favor of capital gains (Strong 
Invariance Propositions). The conditions in- 
clude two “seemingly unrelated" provisions of 
the Internal Revenue Code: (1) the limitation 
of interest deductions to investment income 
received and (2) the tax-free accumulation of 
wealth at the before-tax interest rate on invest- 
ments in life insurance. Although we use insur- 
ance for simplicity in the proof, many tax- 
equivalent investment vehicles now exist, no- 
tably pension funds. Our analysis suggests that 
the personal income tax is approaching a con- 
sumption tax with further drift likely. J. Finan. 
Econ., Dec. 1978, 6(4), pp. 333-64. University 
of Chicago. 

52 1 Business Finance 

Bowman, R. G. — ^The Theoretical Relationship 
between Systematic Risk and Financial (Ac- 
counting) Variables 

This paper provides a theoretical basis for 
empirical research into the relationship be- 
tween systematic risk and financial (account- 
ing) variables. Using the assumptions of the 
Capital Asset Pricing Model plus allowing firms 
to borrow and lend at the risk-free rate of inter- 
est, it is shown that there is a theoretical rela- 
tionship between systematic risk (“beta”) and 
the firm’s accounting beta and leverage. Also, 
it is shown that systematic risk is not directly 
related to other variables. Earnings variability, 
dividends, size, and growth are specifically 
treated. However, by imposing more stringent 
assumptions, additional relationships can be 
obtained./. Finance, June 1979, 34(3), pp. 617- 
30. University of Orgeon, Eugene. 

Ferri, M. G. and Jones, W. H Determinants 

of Financial Structure: A New Methodologi- 
cal Approach 

This paper investigates determinants of fi- 
nancial structure, using a taxonomic methodol- 
ogy, which avoids familiar difficulties with 
Standard Industrial Classification (SIC) code 
categorizations. Test results indicate that in- 


dustry class is related to leverage but less 
closely than has been suggested; leverage is 
somewhat related to firm size; income varia- 
tion is associated with leverage but not in an 
anticipated, directly negative way; and operat- 
ing leverage has the expected, negative rela- 
tionship with financial leverage. The tests (em- 
ploying information theoretic and multivariate 
discriminant analysis) dealt with data of 240 
industrial firms (irom Compustat Tapes) and 
covered the recessionary year of 1974 and the 
expansionary year of 1976. /. Finance, June 
1979, 34(3), pp. 631-44. University of Ken- 
tucky, Lexington. 

Calai, D. — A Convexity Test for Traded Op- 
tions 

It is proved that the price of a traded option 
is a declining, convex function of the striking 
price. This result holds even when the terms 
of the options are not adjusted for cash divi- 
dends that are distributed to the holders of 
the underlying stock. The convexity condition 
for traded options is subjected to empirical 
test. The main question posed is whether 
knowledge of this condition could have yielded 
above-normal profits. A by-product of the test 
is the insight gained regarding the nature of 
closing prices of stocks and options and their 
reliability for testing purposes. Quart. Rev. 
Econ. Bus., Summer 1979, 19(2), pp. 83-90. 
Hebrew University, Jerusalem. 

Geske, R. — The Valuation of Compound Op- 
tions 

This paper presents a theory for pricing op- 
tions on options, or compound options. The 
method can be generalized to value many cor- 
porate liabilities. The compound call option 
formula derived herein considers a call option 
on stock, which is itself an option on the assets 
of the firm. This perspective incorporates le- 
verage effects into option pricing, and conse- 
quently the variance of the rate of return on 
the stock is not constant as F. Black and M. 
Scholes assumed, but is instead a function of 
the level of the stock price. The Black-Scholes 
formula is shown to be a special case of the 
compound option formula. This new model for 
puts and calls corrects some important biases 
of the Black-Scholes model. /. Finan. Econ., 
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March 1979, 7(1), pp. 63-81. University of Cali- 
fornia, Los Angeles. 

Kon, S. J. and Jen, F. C. — ^The Investment Per- 
formance of Mutual Funds: An Empirical In- 
vestigation of Timing, Selectivity, and Mar- 
ket Efficiency 

This paper evaluates mutual fond stock se- 
lectivity performance and the implications for 
the Efficient Markets Hypothesis (EMH) when 
management is simultaneously engaged in 
market timing activities. Both the Sharpe- 
Lintner-Mossin and Black models of market 
equilibrium are employed as benchmarks. 
Given the fund’s specification, the inference 
tests on the parameter estimates indicate that 
many funds significantly change their risk lev- 
els during the measurement interval. This be- 
havioral also results in significantly different 
stock selectivity performance and portfolio di- 
versification. The evidence on selectivity per- 
formance pertinent to the EMH is mixed. J. 
Bus., April 1979, 52(2), pp. 263-89. New York 
University; State University of New York, Buf- 
falo. 

Praetz, P. D. — ^Time Series and Cross-Section 
Tests of Higgledy-Piggledy Growth on Aus- 
tralian Company Earnings; 1958-73 
’This paper contains time-series and cross- 
section tests of the higgledy-piggledy growth 
hypothesis on a sample of Australian company 
earnings from 1958 to 1973. Earnings changes 
over time are found to be nearly random, and 
earnings growth has only a very weak positive 
relationship with past earnings and dividend 
growth, retained earnings, and risk. Australian 
Econ. Pap., June 1979, 18(32), pp. 149-59. Mo- 
nash University, Melbourne. 

522 Business Investment 
Smidt, S, — ^A Bayesian Analysis of Project Se- 
lection and of Post Audit Evaluation 
Projects may be selected with identical re- 
sults using (a) the Bayesian revision of their 
forecasted net present value and a zero pres- 
fWi; value cutoff or (b). the initial forecast and 
tsa jqjipropriate non-zero cutoff. In post-audits, 
Bbb actual results from accepted projects are 
hiMhpared with the forecasts used for decision- 
ipaking. The value of the Bayesian forecast 
equals the expected actual net present v^e, 


while the value of an unbiased initial forecast 
is less than the expected actual value. Post-au- 
dits can help determine whether the forecasts 
used have the characteristics of Bayesian revi- 
sions or of initial forecasts. /. Finance, June 
1979, 34(3), pp. 675-88. ComeU University. 

530 Mabketing 
531 Marketing and Advertising 
Kotowitz, Y. and Mathewson, F. — Informative 
Advertising and Welfare 
The paper analyzes the welfare implications 
of alternative diffusion processes in monopolis- 
tic markets. We contrast the optimal dynamic 
policies of a monopolist with respect to price 
and advertising with the socially optimal ones. 
We show that advertising supplied by a mo- 
nopolist, in cases where products are charac- 
terized by quality that is cheaply and quickly 
verifiable prior to use (informative or dissemi- 
native advertising), is undersupplied by a social 
welfare criterion. We also show that informa- 
tion transmission by a monopolist may take the 
form of lower prices where “word of mouth” 
advertising is important. This type of informa- 
tion is also undersupplied, i.e., the speed of 
diffusion is generally too low relative to the 
social optimum. Finally, we show that where 
both seller supplied and word of mouth adver- 
tising exist, advertising may be oversupplied 
relative to the social optimum. Amer. Econ. 
Rev., June 1979, 69(3), pp. 284-94. Institute 
for Policy Analysis, University of Toronto. 

Meisel, J. B. — Demand and Supply Determi- 
nants of Advertising Intensity among Conve- 
nience Goods 

Across a sample of consumer goods markets, 
the market average advertising-to-sales ratio 
is found to vary directly with the number of 
brands, the number of characteristics per 
brand, and the number of consumers, while 
the ratio varies inversely with the number of 
competitors and consumer experience with 
the product. In particular, the hypotheses de- 
veloped can explain the variation in advertis- 
ing-to-sales ratios within the category of goods 
called convenience (experience) goods. The re- 
sults suggest that explaining intermarket varia- 
tion in advertising-to-sales ratios requires one 
to focus on the interplay between firms’ mar- 
keting strategies and consumers’ information 
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gathering processes. Southern Econ. /, July 
1979, 46(1), pp. 233-43. Southern Illinois Uni- 
versity, Eklwardsville. 

600 Industrid Organization; 

Technological Change; 

Industry Studies 

610 INDUSTHIAL OHGANIZATIOK AND PUBUC 
Poucr 

611 Industrial Organization and Market Structure 
Davies, S. W. — Choosing between Concentra- 
tion Indices: The Iso-Concentration Curve 
This paper addresses the long-standing de- 
bate concerning the relative merits of various 
concentration indices and, in particular, their 
sensitivity to firm numbers, as opposed to size 
inequalities. It suggests the so-called iso-con- 
centration curve and its numerical counter- 
part, the elasticity of substitution between 
numbers and inequalities, as analytical tools 
that can potentially illuminate this debate. As 
an example, four well-known concentration 
indices are compared within this framework 
on the assumption of lognormal size distri- 
butions. Economica, Feb. 1979, 46(181), pp. 
67-75. University of Sheffield, England. 

Dickson, V. A. — Sub-optimal Capacity and 
Market Structure in Canadian Industry 
This paper examines the influence of market 
structure on the amount of output produced 
in an industry by sub-optimal plants. Regres- 
sion analysis for a 1966 cross-section of 70 Ca- 
nadian manufacturing industries is used. Mini- 
mum optimal plant size for each industry is 
estimated using the survivor technique. The 
survivor estimates are used to construct three 
measures of sub-optimal capacity, all of which 
are used as alternative dependent variables. 
Among the conclusions are that the regression 
analysis shows that sub-optimal capacity may 
increase with efieedve tariffs and transporta- 
tion costs and decrease with market size, con- 
centration, and exports. Southern Econ. ],, July 
1979, 46(1), pp. 206-17. University of New 
Brunswick, Fredericton. 

bustgarten, S. and Mendelowitz, A. 1. — ^The 
Covariability of Industrial Concentration 
and Employment Fluctuations 


This paper analyzes tite effect of industrial 
concentration on cyclical empbyment fluctua- 
tions using a covariance-based measure of 
employment fluctuations. This employment 
varisdfie measures the extent to whic^ em- 
ployment in each sample industry fluctuates 
over ti»e business cycle with movements in the 
rest of the economy. The test results show that 
the cyclical stability of employment in an in- 
dustry is not adversely afiected by its concen- 
tration ratio. The nature of each industry's out- 
put is the significant determiiuuit of cydied 
employment fluctuations. Adjusting for prod- 
uct characteristics, the tests show that cyclical 
employment is, if anything, more stable in con- 
centrated industries. / Bus., April 1979, 52(2), 
pp. 291-304. Bernard Baruch College, City 
University of New York; U.S. General Account- 
ing Office, Washington, D.C. 

Qualls, P. D — Market Structure and the Cycli- 
cal Flexibility of Price-Cost Margins 
This paper hypothesizes that the relation- 
ship between industrial concentration and the 
cyclical flexibility of prices (or price-cost mar- 
gins) may be positive, rather than negative as 
conventionally held. Previous studies of the 
question have had difficulty in controlling for 
“transactions” versus “list” price problems, 
trend effects versus cycle effects, and changes 
in direct input costs. This study deals with 
these problems by investigating the trend-ad- 
justed cyclical variability of price-cost margins 
(calculated from Census of Manufacturers and 
Annual Survey of Manufactures data) for a 
sample of 79 four-digit manufacturing indus- 
tries over 1958-70. A significant positive rela- 
tionship between industrial concentration and 
the cyclical flexibility of margins is found. J. 
Bus., April 1979, 52(2), pp. 305-25. Federal 
Trade Commission, Washington, D.C. 

Scherer, F. M. — ^The Causes and Consequences 
of Rising Industrial Concentration 
This article examines critically the meaning 
of the statistical tendency discovered by Sam 
Peltzmsm for unit costs to fall more rapidly 
in manufacturing industries with rising seller 
concentration. Industries with particularly 
large 1947-67 concentration increases are 
found to have been preponderantly consumer 
goods suppliers with a high incidence of prod- 
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uct innovation or marketing (e.g., advertising) 
ini^ovidion. Cost-reducing process innovation, 
which was stressed by Peltzman, typically 
played only a secondary role. Census output 
measurement biases associated with product 
innovation are found to be another probable 
source of the observed unit cost behavior. It 
is concluded that except in industries with sub- 
stantial scale economies, government decon- 
centration actions need not impose apprecia- 
ble efficiency sacrifices. /. Law Econ., April 
1979, 22(1), pp. 191-208. Northwestern Uni- 
versity. 

Sylos-Labini, P. — Industrial Pricing in the 
United Kingdom; Review Article 
The central hypothesis of the book — that de- 
mand does not affect the price-normal cost re- 
lationship — ^is strongly supported by the results 
of a rigorous empirical analysis; but a theoreti- 
csd model is necessary if we want to explain 
the changes of the mark-up over time. On the 
other hand, there are situations in which 
demand does affect industrial prices, either 
directly or indirectly. One of the several em- 
pnrical findings is that the influence of interna- 
tional prices on internal prices is negligible. 
Owing to the procedure adopted, however, 
this result is not entirely reliable; moreover 
the international influences are mainly indi- 
rect. Cambridge J. Econ., June 1979, 3(2), pp. 
153-63. University of Rome. 

612 Public Policy Towards Monopoly and 
Competition 

Fisher, F. M. — Diagnosing Monopoly 
This article examines the uses and abuses 
of economic analysis in the context of single- 
firm monopoly cases under Section 2 of the 
Sherman Act. General discussion, rather than 
discussion of specific cases, is given. After a 
review of the simple theory of competition and 
monopoly, issues involving market definition, 
market share, profits, barriers to entry, and 
conduct and predatory pricing are discussed. 
The article stresses the importance, and the 
difficulty, of di$tinguisking monopoly situations 
and behavi# '^bm the situations and behavior 
^at competition is supposed to enforce. Quart. 
.i0ev. JSson, Bus., Summer 1979, 19(2), pp. 7- 
93. Massachusetts Institute of Technology,^ 


618 Economics of Transportation 
Beesley, M. E — Competition and Supply in 
London Taxis 

This paper explores reasons for the recent 
expansion of the London taxi trade and assesses 
the influence of demand from foreign visitors 
and of competition from the hire-car trade. 
The trend of real prices for taxis contrasts with 
that of buses and underground services: the 
paper considers the influence of changes in 
productivity, shifts to input prices, and innova- 
tion. This involves an exploration of supply, 
especially of drivers, and of the cost structure 
underlying fares. A principal feature turns out 
to be the radical changes in labor contracts, 
associated with free entry subject to quality 
constraints, for London taxis. / Transp. Econ. 
Policy, Jan. 1979, 13(1), pp. 102-31. London 
Graduate School of Business Studies. 

Due, J. F. — State Rail Plans and Programs 
The enactment of the 3R and 4R Acts by 
Congress led the states to develop rail plans 
in order to qualify for federal assistance for 
the retention of lines excluded from Conrail 
or subsequently abandoned. Most states have 
now issued their plans, and the 3R area states 
have completed their third updates. The states 
differ very widely in their attitudes toward the 
excluded and endangered light traffic lines. 
The New England states, most Mid-Atlantic 
states, and several midwest states have played 
an active role in attempting to save light traffic 
lines. Several of the western and southern 
states, however, have been unsympathetic to 
any active state role in retaining lines that 
would otherwise be abandoned. Examination 
of the excluded and endangered lines on the 
basis of information in the state rail plans shows 
considerable mileage with benefits of retention 
in excess of costs, but many of these require 
continuing subsidy. Most states, however, re- 
gard the subsidy program as only transitional 
and are emphasizing rehabilitation of lines 
rather than operating subsidies. Quart. Rev. 
Econ. Bus., Summer 1979, 19(2), pp. 109-30. 
University of Illinois, Urbana-Champaign. 

Gwilliam, K. M. — ^Institutions and Objectives 
in Transport Policy 
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The Brlti^ transport scene illustrates two 
types of d^ects that were of concern to Denys 
Munby: Inappropriate organizational structure 
and poor operational criteria. Four dimensions 
of conflict are identified: between EEC and 
national policy, -between the central govern- 
ment and boft local government and the na- 
tionalized transport boards, and between local 
government and local transport operators. In 
each case it is argued that the problems arise 
as a result of confusion concerning the limits 
of responsibility and authority of the conflict- 
ing agencies, which might be relieved through 
careful reappraisal of their formal relation- 
ships. /. Transp. Econ. Policy, Jan. 1979, 13(1), 
pp. 11-27. University of Leeds, England. 

Hansen, T. — ^The Relationship between Aggre- 
gate Costs, Employment and Cargo Capacity 
of the Norwegian Purse Seiner Fleet 
This paper deals with the long-term aggre- 
gate costs of a purse seiner fleet with a certain 
aggregate employment and aggregate cargo 
capacity. Aggregate cargo capacity is used as 
a crude measure of aggregate catch capacity. 
It is shown that for all practical purposes, the 
aggregate costs of the purse seiner fleet are 
independent of the size structure of the fleet. 
As a consequence, aggregate costs may be writ- 
ten as a function of aggregate employment and 
aggregate cargo capacity. The maintenance of 
excess aggregate cargo capacity and a high 
level of aggregate employment of the purse 
seiner fleet are shown to be extremely costly. 
Scand. J. Econ., 1979, 8 J(l), pp. 18-29. Norwe- 
gian School of Economics and Business Admin- 
istration, Bergen. 

Heggie, I. G. — Economics and the Road Pro- 
gramme 

Current methods used by the U.K. Depart- 
ment of the Environment in evaluating trunk 
road schemes are questioned on three grounds. 
The author argues that in the National Traffic 
Forecasts car use might be better forecast as 
a function of household characteristics and 
stage in the family life cycle rather than of 
individual car ownership and use. The method 
of estimating time values is unduly simplistic; 
there is an increasing body of empirical evi- 
dence suggesting thresholds or other typ)es of 


non-linearity. The method outlined in the De- 
partment’s computer program, CX)BA, signifi- 
cantly underestimates the desirability of 
building urban by-passes because it ignores en- 
vironmental issues./. Transp. Econ. Policy, }»n. 
1979, 13(1), pp. 52-^7. Transport Studies Unit, 
University of Oxford. 

Jennings, A. — Determining a Global Sum for 
Taxation of Road Users 
In the 1977 White Paper on Transport Pol- 
icy, the U.K. Government expresses its inten- 
tion of revising the vehicle excise licence duty 
to reflect costs imposed by different vehicle 
categories. This paper sets out the different 
approaches adopted by government (different 
averaging periods, and survey or outturn 
prices) to estimate public road costs. The cru- 
cial trade-off is whether inflation is greater or 
less then changes in real road expenditure. Im- 
plications of the different methods of deter- 
mining the global tax sum are also discussed, 
including the effect on inflation, road-user cost 
revenue ratios, and inter-modal investment co- 
ordination. J. Transp. Econ. Policy, Jan. 1979 
/3(1), pp. 68-78. University of Leicester, Eng- 
land. 

Pustay, M. W. — ^The Transatlantic Airline Mar- 
ket: Exploring the Myths of Excessive, Un- 
fair, and Predatory Competition 
Recent losses suffered by U.S. airlines in the 
transatlantic market have led many critics to 
argue that the United States ‘s traditional pro- 
market international civil aviation policies are 
outmoded. Because many of the transatlantic 
carriers are state-owned and allegedly not mo- 
tivated by profit maximization, these critics 
claim that transatlantic competition is exces- 
sive, unfair, and predatory. However, they 
have assembled little evidence to support their 
position. This article explores the validity of 
these assertions and finds that the critics are 
incorrect. Quart. Rev. Econ. Bus., Summer 
1979, 19(2), pp.47-63. Bowling Green State 
University, Ohio. 

Rathery, A, — Some Recent Thinking on 
Freight Transport Pricing in France and 
Switzerland 

Two recent studies (one conducted in 
France, the other in Switzerland) run very 
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much counter to the interventionist practices 
th^t mark tranqxui pc^cy in many countries. 
Urn rules of the market should nonnally apply 
to freight transport without any dicing regula* 
tions; users should bear the full costs, including 
external costs, incurred on their behalf. But 
there is justification for doubting how far it is 
politically possible to apply these recommen- 
dations at a time of mounting economic difiB- 
culUes./ Transp. Econ. Policy, Jan. 1979, /J(l), 
pp. 44-51. European Ckinference of Ministers 
of IVansport, Paris. 

Sharp, C. D. — ^Ihe Environmental Impact of 
Transport and the Public Interest 
In this paper an attempt is made to examine 
some of the more philosophical issues that arise 
when state action is taken to reduce the level 
of pollution. The nature of the “public inter- 
est” is discussed, and special attention is given 
to the situation in which the cost of a “public 
good” environmental improvement is shared 
equally among all beneficiaries. A “charges and 
voting” criterion, in which beneficiaries would 
be asked to vote on their willingness to pay 
a share of the cost of the improvement, is sug- 
gested. Decisions about speed limits and per- 
missible routes for supersonic aircraft are used 
as case studies. / Transp. Econ. Policy, Jan. 
1979, J3(l), pp. 88-101. University of Leices- 
ter, England. 

620 Economics of Technological Chance 

621 Technological Change; Innovation; Research 
and Development 

Oarke, R. }. — Innovation in Australian High 
Technology Industries: Two Case Studies 
This article considers whether Australian 
firms, which tend to be small in international 
terms, are likely to be at a comparative disad- 
vantage in the introduction of new products 
and processes in high technology industries, 
characterized by relatively rapid rates of sci- 
ence-based innovation and openness to inter- 
national competition. The contrasting innova- 
tive performance of two firms in difFerent high 
technology mdustries*is compared in order to 
provide insight into the conditions that may 
favor innovation by small Australian firms in 
such industries. These conditions, in turn, point 
to the necessity for the coordination of science 


policy with die various arms of industrial policy 
in the development of a successful high tech- 
nology sector. Australian Econ. Pap., June 
1979, 18(32), pp. 89-102. Monash University, 
Melbourne. 

Krugman, P. — ^A Model of Innovation, Tech- 
nology Transfer, and the World Distribution 
of Income 

This p^ier develops a simple general-equi- 
librium model of “product cycle” trade. There 
are two countries, innovating North and non- 
innovating South. Innovation consists of the 
development of new products; these can at first 
be produced only in North, but eventually the 
technology of production becomes available to 
South. This technological lag gives rise to trade, 
with North exporting new products and im- 
porting old products. Higher Northern per 
capita income depends on the quasi-rents from 
the Northern monopoly of new products, so 
that North must continually innovate, not only 
to maintain its relative position, but even to 
maintain its real income in absolute terms. J. 
Polit Econ., April 1979, 87(2), pp. 253-66. Yale 
University. 

630 Industry Studies 

Nyitrai, V — Comparison of the Austrian and 
the Hungarian Industries 
The paper is an account of the second bilat- 
eral comparison of production and productiv- 
ity made by Hungarian and Austrian industrial 
statisticians from 1975 data. As against the 
1965 comparison, accurateness was improved 
by the consistent use of UN standard classifi- 
cation (ISlC) and by high commodity repre- 
sentation. Indicators used were: per capita 
production of important goods; output, em- 
ployment, and productivity of main industries; 
productivity indices; investment composition; 
and energy consumption of industries by 
sources. The conclusions from the bilateral 
comparisons show that the relative productiv- 
ity lag of Hungarian industry may now become 
an obstacle to growth. Acta. Oecon., 1977, 
79(3—4), pp. 361-77. Central Statistical Office, 
Budapest. 

631 Industry Studies: Manufacturing 
Agarwal, J. P, — Productivity of Foreign and 
Domestic Firms in Indian Industries 
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In tfaii papOT the a^tal and total productivi- 
ties of foreign and domestic firms in India are 
c(Hnpared <m die basis of 1969 data for the 
organized manufacturing sector classified at 
three-digit level of the classification of Indian 
industries. The comparison is carried out at 
first for each industry and then for the manu- 
facturing sector as a whole on the basis of 
weighted averages and Wilcoxon matched- 
pairs signed-ranks tests. The foreign firms are 
foimd to be more productive than domestic 
firms in respect to both of the measures of 
productivity used. Weltwirtach. Arch., 1979, 
llSiX), pp. 116-27. Imtitutfur Weltwirtschaft, 
Kiel, West Germany. 

Wills, J. — ^Technical Change in the U.S. Pri- 
mary Metals Industry 

A dual cost function embodying biased tech- 
nical change is estimated for the postwar pri- 
mary metals industry. The identifying restric- 
tion of constant rates of factor augmentation 
is used to derive significant estimates of rates 
of biased technical change that are consistent 
with the induced innovation hypothesis. Also, 
the bias in elasticity estimates that results from 
ignoring biased technical change is shown to 
be serious. /. Econometrics, April 1979, /0(1), 
pp. 85-98. Battelle Human Affairs Research 
Centers, Seattle. 

632 Industry Studies; Extractive Industries 
Hwang, M. — ^A Model of Spatial Price Discrim- 
ination for the Pricing Schedule of Coal 
This paper seeks to modify and refine the 
price discrimination models of Obon and 
Greenhut, Hwang, and Ohta towards the end 
of estimating empirically present-day price 
patterns of coal in the United States. The em- 
pirical results support the hypothesis that spa- 
tial price discrimination characterizes the coal 
industry. We propose that distant buyers are 
favored by the pricing practices of sellers in 
the coal industry and that heterogeneity of 
products and greater elasticity of demand 
among dbtant buyers promote thb type of 
price discrimination notwithstanding statutes 
designed to encourage use of f.o.b. schedules. 
/ Reg. Sci., May 1979, 19(2), PP- 231-43. West 
Virginia University, Morgantown. 


634 Industry Studien Cooslnwtioii 
Bingham, B. J.— Labor Requirements for Col- 
lege-Housing Construction 
Cdlege housing construction for each $1,000 
of contract cost in 1971-72 required 48.3 em- 
ployee-hours of onsite labor and 8.6 employee- 
hours (ff ofBsite labor. These findings are based 
on a Bureau of Labor Statistics survey of a 37- 
project sample of college housing completed 
in 1973. Data presented indicate trends in la- 
bor requirements and are useful in analyzing 
changes in these factors over periods of time; 
serve as benchmarks for developing current 
estimates of employment generating efifects of 
construction expenditures; and are also used 
to estimate the 1978 level of employee-hour 
requirements and the number of Jobs gener- 
ated per billion dollars of expenditure. Mon. 
Lab. Rev., May 1979, 102(15), pp. 28-34. Bureau 
of Labor Statistics, Washington, D.C. 

Edmonds, G. A. — ^The Construction Industry 
in Developing Countries 
The construction industry, besides being a 
major employer of labor, provides the physical 
infrastructure essential for economic growth 
and prosperity. In the developed countiies its 
importance to the economy b generally recog- 
nized and action, both governmental and pri- 
vate, b taken to ensure its economic and tech- 
nical viability. In the developing countries, 
however, such concern for the industry and 
its growth is all too rare. Typically the domestic 
sector of the industry b in its infancy, b incapa- 
ble of meeting the demands made upon it, and 
b handicapped by many of the procedures in 
force. Yet its growth could be encouraged by 
the application of appropriate measures. Int. 
Lab. Rev., May-June 1979, 118(3), pp. 355-69. 
International Labour Office, Geneva. 

Olsen, J. G Labor and Material Require- 

ments for New School Construction 
Periodic surveys of labor and material re- 
quirements for various types of construction 
are conducted by the Bureau. The survey on 
which thb article is based consbts of a probabil- 
ity sample of 68 school construction projects 
completed in 1972. In addition to collecting 
data on the number of employee-hours per 
$1,000 of contract cost, the survey was de- 
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signed to collect information on materials, 
costs, and characteristics of the sunple proj- 
ects. This article summarizes mi^or survey 
findings and compares them with the 1959 and 
1965 school construction survey findings. Esti- 
mates of the employment requirements for 
school construction during 1977 are also in- 
cluded. Mon. Lab. Rev., April 1979, 102(4), pp. 
38-41. Bureau of Labor Statistics, Washington, 
D.C. 

635 Industry Studies: Services and Related 
Industries 

Chang, L. and Fairley, W. B. — Pricing Auto- 
mobile Insurance under Multivariate Classi- 
fication of Risks: Additive versus Multiplica- 
tive 

For most auto insurance coverages, insureds 
are cross-classified by at least two variables: 
driver class and territory. Traditional classifica- 
tion rate-making has employed a multiplica- 
tive technique equivalent to the assumption 
of a completely interactive model. In this pa- 
per, the traditional method and the closely as- 
sociated log-linear model are found, for recent 
Massachusetts experience, to lead to biased 
pricing for drivers in high-rate class-territory 
combinations. An additive model eliminates 
this bias and has slightly superior overall accu- 
racy. Constraints are selected so that model 
parameters describe natural actuarial quanti- 
ties. The difierent effects of dependency in ex- 
posure distributions and interaction between 
variables are brought into focus. J. Risk Ins., 
March 1979, 46(1), pp. 75-98. State Rating Bu- 
reau of the Division of Insurance, Common- 
wealth of Massachusetts, Boston; King’s Arrow 
Associates, Inc., Cambridge, Massachusetts, 
and State Rating Bureau of the Division of In- 
surance, Boston. 

Ippolito, R. A. — The Effects of Price Regula- 
tion in the Automobile Insurance Industry 
In this paper, the effects of state insurance 
price regulation are evaluated. No evidence 
is uncovered that would suggest that regulators 
act as if they intended producers to be tbe 
primary beneficiaries of their actions. But the 
findings nevertheless suggest that regulators 
cause systematic market distortions. In particu- 
lar, regulation is found to affect relative .paces 


paid by various consumers, relative price/out- 
put levels of various firms and short-term levels 
of average price. / Law Econ., April 1979, 
22(1), pp. 55-89. Civil Aeronautics Board, 
Washington, D.C. 

Joskow, P. L. and Rozanski, G. A. — ^The Effects 
of Learning by Doing on Nuclear Plant Op- 
erating Reliability 

This paper relates nuclear power plant an- 
nual capacity factors to the amount of experi- 
ence that designers and builders have had in 
the construction of nuclear plants, and to the 
amount of experience that plant operators 
have had with a given plant. An econometric 
model is estimated on a sample of 72 commer- 
cial reactors operating in the United States and 
abroad. Capacity factors are estimated as a 
function of plant size, date of commencement 
of commercial operation, and cumulative life- 
time output divided by gross capacity. Hypoth- 
eses concerniiig the constancy of the learning 
process across plants of different type and vin- 
tage are formulated and tested. Rev. Econ. 
Statist, May 1979, 61(2), pp. 161-68. Massa- 
chusetts Institute of Technology; Harvard Uni- 
versity. 

Pritchett, S. T. and Brewster, B. Y., Jr. — Com- 
parison of Ordinary Life Operating Expense 
Ratios for Agency and Nonagency Insurers 
This study compares actual to standard ex- 
pense ratios for 7 4 life insurers that sell 
through agents paid by commissions with ex- 
pense ratios for nine life insurers that market 
their products without commissioned agents. 
All of the insurers are licensed in New York. 
The study is confined to the ordinary line of 
business. Tbe mi^f limitation of the study is 
the small size of the nonagency sample. Ex- 
pense ratios for the two groups have means 
and ranges that are nearly identical. No evi- 
dence suggests that insurers without agents op- 
erate more efficiently than do those with 
agents. / Risk Ins., March 1979, 46(1), pp- 61- 
74. University of South Carolina; New York 
State Association of Life Underwriters. 

Skipper, H., Jr. — ^The Privacy Implications of 
Insurers’ Information Practices 
Insurers and their support organizations are 
among the largest collectors and users of per- 
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sonaQy identifiable infonnation in the Unit^ 
States, yet little attention has been focused his- 
torically on the implications of insurers’ in- 
formation practices to individuals’ privacy. 
Moreover, these practices are virtually opaque 
fiom the subject individual’s point of view — 
in other words, individuals do not realize the 
full implications to their privacy when they 
enter into relationships with insurers. Thus, in- 
dividuals may be at the disadvantage from a 
privacy protection standpoint in dealing with 
insurers. This paper analyzes insurers’ informa- 
tion practices from a privacy protection per- 
spective and suggests several areas that need 
improvement. / Risk Ins., March 1979, 46(X), 
pp. 9-32. Georgia State University, Atlanta. 

Witt, R. C. — An Elconomic Appraissil of Territo- 
rial Pricing Issues in Automobile Insurance 
Some basic economic and statistical issues 
in the automobile insurance territorial rating 
controversy are examined. Insurers attempt to 
equilize underwriting profit ratios among terri- 
tories. However, perfect actuarial rate equity 
usually is not achieved ex post. Underwriting 
risk also is not adequately recognized. Provi- 
sion for underwriting profit (risk) usually is re- 
lated to average loss costs in a territory rather 
than to variability in loss costs. The assumption 
that all expenses are variable and proportional 
to the average territorial rate does not appear 
justified. These factors probably account for 
the inverse relationship between underwriting 
risk and return for automobile insurance in Illi- 
nois. / Risk Ins., March 1979, 46{\), pp. 33- 
60, University of Texas at Austin. 

640 Economic Capacity 
641 Economic Capacity 

de Leeuw, F. — Why Capacity Utilization E)sti- 
mates Differ 

This study investigates three possible reasons 
why survey-based measures of capacity utiliza- 
tion, for which respondents determine how to 
compare output with capacity, show less 
fluctuation than production-based measures, 
which use output statistics divided by some 
smoothly growing estimate of capacity. The 
first, changing assumptions on the part of re- 
spondents about the number of shifts per day 
or days per week used to define capacity, is 


found not to be important. The secimd, overre- 
porting of “no change,’’ and the third, use by 
respondents of labor input instead of output 
to measure utilization (vdth consequent bias 
due to short-term movements in productivity), 
are important. The study reports on some ex- 
perimental adjustments to the Bureau of Eco- 
nomic Analysis measure, which is survey- 
based, for the second and third factors. Sum 
CuTT. Bus., May 1979, 59(5), pp. 45-56. Bureau 
of Economic Analysis, U.S. Elepartment of 
Commerce. 

700 Agriculture; Natural Resources 
710 Achicultube 

711 Agricultural Supply and Demand Analysis 
Just, R. E. and Pope, R. D. — ^Production Func- 
tion Estimation and Related Risk Consider- 
ations 

There has been considerable interest in esti- 
mations of input effects on the probability dis- 
tribution of output. Most empirical and theo- 
retical analyses utilize multiplicative stochastic 
spiecifications, which are analyzed and found 
unduly restrictive, particularly since inputs 
that marginally reduce risk are not allowed. 
A more general stochastic specification is pro- 
posed, free of these a priori restrictions. The 
proposed functional form estimation is dis- 
cussed and demonstrated with nitrogen-re- 
sponse data and common log-linear production 
functions. Though nitrogen is risk-increasing, 
the marginal variance contribution is smaller 
when compared to estimates based upon multi- 
plicative specification. Finally, stochastic speci- 
fication error effects are analyzed. Amer. J. Agr. 
Econ., 61(2), May 1979, pp. 276-84. University 
of California, Berkeley. 

713 Agricultural Policy, Domestic and 
International 

Boehlje, M. {utd Griifin, S. — Financial Impacts 
of Government Support Price Programs 
Recent proposals to index government sup- 
port prices based on the cost of production 
will have significant differential impacts on 
farms with different size and financial charac- 
teristics. Simulation analyses indicate that 
since such proposals result in both increased 
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inoovne and decreased risk and thus c^italiza- 
tion rates, land values could increase dramati- 
cally with the larger, high-equity operator best 
able to pay the higher price for additional land. 
Furthermore, the guaranteed cash flow from 
such a program enables the higher equity firm 
to grow more rapidly in terms of net worth 
and land ownership as well as exhibit higher 
levels of family living compared to smaller, 
highly leveraged firms. Amer. J. Agr. Econ., 
May 1979, 61(2), pp. 285-96. Iowa State Uni- 
versity, Ames. 

Dobson, W. D. and Salathe, L. E. — ^The Effects 
of Federal Milk Orders on the Economic 
Performance of U.S. Milk Markets 
Class I price difierentials maintained by the 
U.S. Department of Agriculture (USDA) and 
producers during 1965-75 generated Grade A 
milk supplies in excess of fluid needs and re- 
serves for the federal order system. As re- 
quired by specified norms, USDA has adopted 
federal milk order provisions that reduce pro- 
nounced seasonality of milk production and 
lessen certain types of erratic and extreme 
price variation. If federal milk orders were 
eliminated and cooperatives and state agencies 
were barred from replacing the orders, then 
fluid milk markets characterized by lower 
Class I differentials, greater milk price variabil- 
ity, and smaller Grade A milk surpluses might 
emerge. Amer. J. Agr. Econ., May 1979, 61(2), 
pp. 213-27. University of Wisconsin, Madi- 
son. 

715 Agricultural Marketing and AgribusineM 
Furtan, W. H.; Nagy, J. G. and Storey, G. G. — 
The Impact on the Canadian Rapeseed In- 
dustry from Changes in Transport and Tariff 
Rates 

The economic viability and potential devel- 
opment of the Canadian rapeseed processing 
industry has been affected by a statute that 
allows raw rapeseed to be placed iii export po- 
sition at a rate two and one-half to three times 
lower thim the processed oil and meal products 
and by t-fhigh Japanese rapeseed qil tariff. An 
analysis was undertaken to evaluate the effects 
on prices and trade flows of rapeseed, rapeseed 
oil, and rapeseed meal from policy changes in 
the Japanese rapeseed oil tariff and in Cana- 


dian freight rate policies. A four-region, three- 
commodity, spatial-equilibrium, quadratic- 
programming model of the world rapeseed in- 
dustry was constructed to measure the impact 
of the various policy changes. Amer. J. Agr. 
Econ., May 1979, 61(2), pp. 238-48. University 
of Saskatchewan, Saskatoon. 

McCalla, A. F. and Schmitz, A. — Grain Market- 
ing Systems: The Case of the United States 
versus Canada 

This paper compares the U.S. and Canadian 
grain-marketing systems, emphasizing wheat. 
The historical evolution of each system is first 
presented; then each system’s performance is 
evaluated using such criteria as producer 
prices and export market shares. The particu- 
lar marketing system by itself is not the only 
determinant of performance differences of the 
two systems; government policies also play a 
role. Furthermore, the two marketing systems 
do not operate independently of each other. 
Often the Canadian Wheat Board uses the pri- 
vate system in the United States to carry out 
the delivery of grain once sales have been 
made; also, at times, the Board has made direct 
sales to U.S. grain firms. Amer. J. Agr. Econ., 
May 1979, 61(2), pp. 199-212. University of 
California, Berkeley. 

716 Fann Management 

Beichelderfer, K. H. and Bender, F. E. — Appli- 
cation of a Simulative Approach to Evaluat- 
ing Alternative Methods for the Control of 
Agricultural Pests 

A microanalysis simulation model of the in- 
terrelationships among Mexican bean beetle 
pest populations, populations of wasps that are 
parasites of the pest; chemical control inputs, 
and soybean yield is presented. Points from 
output response surfaces obtained through 
simulations of alternative biological and chemi- 
cal pest control strategies are utilized in con- 
junction with cost data to construct benefit- 
cost ratios for each intraseasonal control option 
study. Comparison of ratios indicates that bio- 
logical control of the pest is, by benefit-cost 
criteria and from both private and social per- 
spectives, a competitive alternative to chemi- 
cal control. Amer. J. Agr. Econ., May 1979, 
61(2), pp. 258-67. Economics, Statistics, and 



Selected Abstracts 


CkKJperitives Service, U.S. Department of Ag- 
riculture. 

Truran, J. A. and Fox, R. W.— Resource Pro- 
ductivity of Landowners and Sharecroppers 
in the Cariri Region of Cear&, Brazil 
Knowledge of resource productivity for dif- 
ferent classes of tenancy is important for for- 
mulating land reform policy. Various pro- 
ductivity measures based on survey data are 
presented for landowners and sharecroppers 
from one county in Northeast Brazil. Intensity 
of factor use by sharecroppers and owners with 
similar size plots is compared to test the Mar- 
shallian hypothesis concerning sharecropper 
behavior. TTie results show relatively high 
average and marginal value products of land 
for sharecroppers, suggesting that landowners 
could realize considerable gains by expanding 
the area under sharetenancy. Socioeconomic 
reasons why this has not occurred and the rela- 
tionship between productivity and capital are 
explored. Land Econ., Feb. 1979, 55(1), pp. 93- 
107. University of Arizona, Tucson. 

Wu, C. C. — Price-Output Uncertainty and Al- 
locative Ef&ciency: An Empirical Study of 
Small-Scale Farms 

Allocative efficiency within small-scale fam- 
ily farms of Taiwan is studied in terms of an 
overall profit efficiency and two component — 
cost and output — efficiencies. Farm-specific in- 
efficiency indices are estimated using models 
developed from a Cobb-Douglas production 
function and then explained by price-output 
uncertainty and education of farm operator. 
Major findings include (1) the farms are in gen- 
eral much more cost-efficient than output-effi- 
cient with profit inefficiency stemming largely 
from output inefficiency; (2) price-output un- 
certainty causes cost as well as output ineffici- 
ency; and (3) education contributes to output 
efficiency but not to cost efficiency. Rev. Econ. 
Statist, May 1979, 61(2), pp. 228-33. Univer- 
sity of Alabama, Huntsville. 

717 Land Reform and Land Use 
Livingstone, I. and Hazlewood, A. — ^The Anal- 
ysis of Risk in Irrigation Projects in Develop- 
ing Countries 

This article deals with an issue that arises 
in the planning of irrigation schemes in devel- 
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oping countries: the volume of wat«c a scheme 
should be designed to utilize when the volume 
of water available varies widely frmn year to 
year. Oxford Bull. Econ. Statist, Feb. 1979, 
4/(1), pp. 21-35. University of Eart Anglia; In- 
stitute of Economics and Statistics, University 
of Oxford. 

Salmanzadeh, C. and Jones, G. E. — An Ap- 
proach to the Micro Analysis of the Land 
Reform Program in Southwestern Iran 
Iran’s recent Land Reform Program has 
been well documented from legislative and po- 
litical viewpoints and at a macro level. How- 
ever, available data do not allow detailed micro 
analyses. This article introduces a new ap- 
proach to analyzing the program’s application. 
Based on data from field studies in 169 villages 
in rural Dezfol, it analyzes the changing agrar- 
ian structures during the 1960’s and corrects 
misconceptions arising from general data. It 
also indicates that Land Reform initiated so- 
cioeconomic changes in villages, but that a 
number of supporting services are required to 
assist peasants to benefit from the new situa- 
tion. Land Econ., Feb. 1979, 55(1), pp. 108- 
27. Jundi Shapur University, Ahwaz, Iran. 

720 Natural Resources 
721 Natural Resources 

Gilbert, R. J. — Optimal Depletion of an Uncer- 
tain Stock 

The theory of optimal depletion of an ex- 
haustible resource is extended to include im- 
perfect information on the stock. A novel solu- 
tion technique of a control problem embedded 
in an iterative dynamic program is developed. 
Ceteris paribus, uncertainty reduces the opti- 
mal rate of utilization of the resource. It is 
shown that if the resource is an essential input 
to the economy, the net social value of explora- 
tion is always positive prior to the exhaustion 
of known reserves. In a decentralized econ- 
omy. a similar statement applies to the net pri- 
vate value of exploration; however, the amount 
and timing of exploration may be inefficient. 
Rev. Econ. Stud., Jan. 1979, 4fi(l), pp. 47-57. 
University of California, Berkeley. 

Lee, D. R. — Price Controls On Non-Renewable 
Resources: An Intertemporal Analysis 
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The impact of a price control on the supply 
pattern of a competitively supplied nonrenew- 
able resource is analyzed. It is established that 
legally reducing price below the uncontrolled 
levels will alwa}^ increase current supply and 
reduce ihe exhaustion horizon when marginal 
extraction costs are constant. In the case of 
increasing marginal extraction cost, a price 
ceiling greater than or equal to the initial un- 
cmitrolled price will always increase current 
supply, while a lower price ceiling can either 
increase, decrease, or have no e£Fect on current 
supply. The efiFect on the exhaustion horizon 
will generally be indeterminate. Southern 
Econ. July 1979, 46(1), pp. 179-88. Virginia 
Polytechnic Institute and State University, 
Blacksburg. 

YoungDay, D. J. and Fight, R. D. — Natural Re- 
source Policy: The Distributional Impact on 
Consumers of Changing Output Prices 
An input-output methodology is developed 
to examine the impact of natural resource pol- 
icy on output prices and the real distribution 
of (given) nominal incomes. Analytical results 
demonstrates that price changes for all outputs 
may be inferred horn observation (or an esti- 
mate) of a single price change. A measure of 
welfare change is constructed for individual 
households, yielding the distributional impact 
of price changes. An application to forest prod- 
ucts suggests that policies resulting in higher 
consumer prices are regressive. The methodol- 
ogy appears applicable to other resource sec- 
tors. Land Econ., Feb. 1979, 55(1), pp. 11-27. 
Montana State University, Bozeman. 

722 Conservation and Pollution 
Gianessi, L. P.; Pesldn, H. M. and Wolff, E. — 
The Distributional Effects of Uniform Air 
Pollution Policy in the United States 
Although the Clean Air Act encourages uni- 
form air pollution laws nationally, the analysis 
described in this article suggests that the Act’s 
benefits and costs are unlikely to be uniformly 
distributed. analysis simulates the benefit 
and coat bgi^n on each family in the 1970 
U.S. CeoMi(t#ublic Use File of a fully-imple- 
mented Aetf assuming full forward-shifting of 
contrid cost* and using an indexing procedure 
to prorate national benefit estimates region- 


ally. While the cost burdens appear to be re- 
gressive, lower income families living in uii>an 
areas tend to receive benefits in excess of costs. 
However, for most families costs exceed bene- 
fits. / Econ., May 1979, 93(2), pp. 281- 
301. Resources for the Future, Washington, 
D.C.j New York University. 

Seitz, W. D.; Taylor, C. R.; Spitze, R. G. F,; 
Osteen, C. and Nelson, M. C. — Economic 
Impacts of Soil Erosion Control 
'The economic impacts of soil erosion control 
at the corn-belt, state, substate region, and wa- 
tershed levels of aggregation are presented. 
Policy options considered include regulatory 
as well as voluntary cost-sharing arrangements. 
A market equilibrium linear programming 
analysis is used to determine the price, pro- 
duction, and social cost impacts of several corn 
belt soil erosion control policies. A modification 
of this model is used to ascertain the difieren- 
tial impacts if only some states adopt soil loss 
control policies and to determine variable im- 
pacts among regions with different soil charac- 
teristics. A second linear programming model 
is used to consider the long-term implications 
of soil erosion control policies. Land Econ., 
Feb. 1979, 55(1), pp. 28-42. University of Illi- 
nois, Urbana-Champaign. 

Tomann, H. — Gesamtwirtschaftliche Wirkun- 
gen der Umweltpolitik (Economic Impact of 
Pollution Control Policies) 

The effects of alternative strategies for pollu- 
tion control on macroeconomic objectives are 
analyzed. The polluter-pays principle appears 
preferable to that of financing through the 
public household, but only under several con- 
ditions: in the short run, the behavior of trade- 
unions and monetary policy largely determine 
the extent to which the risk of unemployment 
and infiation can be reduced. In the long run 
the crucial points are whether a possible de- 
crease in the tax burden will be used for distri- 
butional purposes, and whether the potential 
Welfare gains on the international level will 
be realized through international coordina- 
tion. Koryunkturpolitik, 1979, 25(1), pp. 47- 
72 (German). University of the Saar, Saar- 
briicken. West Germany. 
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723 Eneisy 

Piadyck, R. S^Interfuel Substitution and the 
Industrial Demand for Energy: An Interna- 
tional Comparison 

Pooled international data are used to esti- 
mate a two-stage model of industrial energy 
demand, in which a non-homothetic translog 
cost function determines the expenditure 
shares for capital, labor, and energy, and a ho- 
mothetic translog cost function determines the 
expenditure shares for individual fuels. Energy 
and capital are found to be net substitutes 
rather than complements, and price elastici- 
ties, both for aggregate energy use and for indi- 
vidual fuels, are found to be larger than esti- 
mates obtained in earlier studies would 
indicate. Rev. Econ. Statist, May 1979, 6J(2), 
pp. 169-79. Sloan School of Management, Mas- 
sachusetts Institute of Technology. 

800 Manpower, Labor, Population 

810 Manpower Training and Allocation; 

Labor Force and Supply 

811 Manpower Training and Development 
Baumer, D. C.; Van Horn, C. E. and Marvel, 
M. — Explaining Benefit Distribution in 
CETA Programs 

This article describes and analyzes the dis- 
tribution of benefits to individuals from Com- 
prehensive Employment and Training Act of 
1973 (CETA) programs, using data from a 
three-year study of CETA in 32 research sites. 
The data show that the poor and women re- 
ceive increasingly fewer benefits from CETA. 
Nonwhites experience higher enrollment un- 
der CETA then under noncategorical pro- 
grams. The poor, women, and nonwhites ob- 
tain fewer benefits from public service 
employment programs than from training and 
work experience programs. Economic condi- 
tions provide only a partial explanation of ser- 
vice patterns. Program design choices, admin- 
istrator attitudes, and national policy and 
actions are also important. Some changes are 
recommended in methods of analyzing the 
need for employment and training programs. 
/ Human Res., Spring 1979, 14(2), pp. 171- 
96. Smith College; Rutgers University, New 
Brunswick, New Jersey; Ohio State University, 
Columbus. 


813 Labor Faroe 

Cooney, R. S. — Intercity Variations in Puerto 
Rican Female Participation 
Of the eight ms^or ethnic /racial groups In 
the United States, female labor force participa- 
tion has declined between 1950 and 1970 for 
only one — the Puerto Rican group. We begin 
by analyzing the broad question of why Puerto 
Rican female participation has declined by try- 
ing to explain why the Puerto Rican female 
participation increased in Chicago (-1-6.1) and 
yet decreased in New York City (—10.0) be- 
tween 1960 and 1970. In order to explain this 
difiierential change, we examine labor market 
conditions, socioeconomic characteristics of 
the Puerto Rican female labor supply, and as- 
similation factors. This analysis, based on 1970 
Census data for cities, clearly shows the impor- 
tance of labor market conditions. /. Human 
Res., Spring 1979, 14(2), pp. 222-35. Fordham 
University, Bronx. 

Freebaim, J. W. and Withers, G. A. — Welfare 
Effects of Salary Forecast Error in Profes- 
sional Labour Markets 
Since the attainment of professional qualifi- 
cations involves long training periods, realized 
salaries can differ substantially from those an- 
ticipated when decisions to undertake training 
were made. Salary forecast errors result in wel- 
fare losses to the suppliers and buyers of skilled 
professional labor relative to welfare levels 
achievable in a state of more accurate fore- 
casts. A recursive model of professional labor 
markets and economic surplus techniques are 
developed to provide quantitative measures of 
the welfare losses of forecast errors. Applica- 
tion of the model to U.S. postwar law and engi- 
neering markets estimate aggregate losses of 
2.0 to 2.5 percent of the salary with the greater 
portion falling on graduates. Rev. Econ. Statist, 
May 1979, 61(2), pp. 234-41. La Trobe Univer- 
sity, Victoria, Australia; Australian National 
University, Canberra. 

Ryscavage, P. M. — BLS Labor Force Projec- 
tions; A Review of Methods and Results 
Since 1950, the Bureau of the Census and 
the Bureau of Labor Statistics have made nu- 
merous projections of the size and growth of 
the labor force. This paper examines the accu- 
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racy of tibose projections and concludes that 
the projections have underestimated the 
grdwth in the Nation’s labor force. Underesti- 
mates of the size of the female labor force have 
exceeded the overestimates dF the size of the 
male labor force. Suggestions are offered as to 
why many of the past projections have been 
below actual labor force levels. The paper ends 
with a discussion of some other projecting 
methods that the Bureau is considering. Mon. 
Lab. Rev., April 1979, /02(4), pp. 15-22. Bu- 
reau of Labor Statistics, Washington, D.C. 

Zabalza, A. — ^The Determinants of Teacher 

Supply 

The model of occupational choice developed 
in this paper suggests that the measurements 
of lifetime earnings by a single variable (either 
starting or average salaries) may lead to a mis- 
specification of labor supply functions and that 
a better formulation would include both start- 
ing salaries and the rate at which earnings 
increase over time. It also indicates that em- 
ployment opportunities may be relevant in de- 
termiiung occupational choices. The empirical 
evidence on teacher supply largely cor- 
roborates the hypothesis. A particularly inter- 
esting finding is that, while men are quite re- 
sponsive to career prospects, women place 
much more weight on immediate earnings. 
Rev. Econ. Stud., Jan. 1979, 4S(1), pp. 131-47. 
London School of Economics. 

820 Labor Markets; Pubuc Poucy 
821 Theory of Labor Markets and Leisure 
Bardhan, P. K. — Wages and Unemployment in 

a Poor Agrarian Economy; A Theoretical and 

Empirical Analysis 

In much of the theoretical literature on de- 
velopment the standard assumption is that of 
a constant wage in agriculture. In this paper 
we cite some evidence, obtained in our de- 
tailed analysis of a recent large-scale survey 
of rural labor households by the National Sam- 
ple Survey in India, of how the existing theo- 
ries of wage determination by biological or in- 
stitutional factors leave^much to be explained 
in terms of the observed data. We then pro- 
ceed to cBolbtoct a modified theoretical frame- 
work, widch generates comparative static hy- 
potheses that seem to be consistent with many 


of the styhzed facts. / Polit. Econ., June 1979, 
87{3), pp. 479-500. University of Califomia, 
Berkeley. 

Blattner, N, — Hindemisse auf dem Weg zur 
VoUbeschaftigung (Obstructions in the Road 
to Full Employment) 

'There is widespread imcertainty as to how 
the problem of unemployment can be re- 
solved. The controversies are complicated by 
a constant mixing-up of professional dispute 
with political beliefs. This is made all the easier 
as the structure of economic knowledge ap- 
pears to be weak. The lacunae in professional 
knowledge dealt with are those connected 
with the general equilibrium theories of unem- 
ployment, the new microeconomics’ under- 
standing of unemployment, and with techno- 
logical change and unemployment. It is finally 
stressed how important new rules of the game 
are if the decision-making process in our mod- 
ern societies ought to be albe to cope with 
actual and coming unemployment. Kyklos, 
1979, 32(112), pp. 61-79 (German). University 
of Basle, Switzerland. 

Burkhauser, R. V. — ^The Pension Acceptance 
Decision of Older Workers 
This study focuses on factors related to an 
older worker’s decision to accept a pension and 
on how this influences subsequent market 
work. A life-cycle model is used, which empha- 
sizes the asset nature of the pension decision 
and in particular includes changes in potential 
earnings streams due to the work restrictions 
imposed by a pension. The empirical results 
show that the timing of acceptance of a pension 
depends upon the actuarial value of the plan 
at different ages, not on payments in any one 
year. While health affects the pension decision, 
voluntary economic decision variables play a 
major role in the timing of pension acceptance 
for both the healthy and those in ill health. / 
Human Res., Winter 1979, 74(1), pp. 63-7.‘5. 
University of Wisconsin, Madison. 

Canterbery, E. R. — h. Vita Theory of the Per- 
sonal Income Distribution 
The vita theory provides a general frame- 
work for otherwise diffuse empirical findings 
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in wlildi personal income differentials are at- 
tributed to education, experience, training, 
dual labor markets, as well as to differences 
in race, sex, class, and region. A person “quali- 
fies” for a particular national or local labor mar- 
ket by the state of his or her career autobiogra- 
phy at the time. Snce labor demand is related 
to product prices and a changmg technology, 
however, only the rare individual can predict 
with any accuracy the demand for workers 
with vita of his or her type. Moreover, the indi- 
vidual’s personal income exhibits differentials 
from potential labor market earnings whose 
causes often are traceable to the first vita stage, 
the birth vita. Statistical path analysis — recom- 
mended because of the importance of both di- 
rect and indirect impacts of the variables de- 
ciding personal incomes — lends empirical 
support to the vita theory. Southern Econ. J., 
July 1979, 46(1), pp. 12-48. Florida State Uni- 
versity, Tallahassee. 

Gerfin, H. — Arbeitslosigkeitstypen und Ein- 
kommensverteilung in der “Neuen Mak- 
rodkonomischen Theorie” (Types of Unem- 
ployment and Income Distribution in the 
“New Macroeconomics”) 

The theory of temporary general equilibria 
with quantity rationing, though providing sig- 
nificant progress in our understanding of alter- 
native ways of origin of involuntary unemploy- 
ment, faces stiff opposition within as well as 
outside the profession. This opposition, what- 
ever its motivation, draws support from a cru- 
cial deficiency in the new theory as it stands 
by now: it implies counterfactual predictions 
regarding distributional effects in the case of 
“Keynesian” unemployment. It is shown that 
this deficiency does not stem from the assump- 
tion of rigid prices and wages but is due to 
the unrealistic, so far not disputed, assumption 
of timeless quantity adjustments especially in 
the labor market. Any unemployment has the 
empirical features of the “classical” type as 
long as the dynamics of quantity adjustments 
are not taken into account. Kyklos, 1979, 32 
(1/2), pp. 80-91 (German). University of Ko- 
stanz. West Germany^ 

Holden, K. and Peel, D. A.— The Augmented 
Phillips Curve: Results for Italy, Japan and 
the U.K. 


This p^>er presents empirical evidence on 
the determi n a n ts of qusnterly wage changes 
in Italy, Japan and the United Kingdom. For 
these countries the unemployment rate to an 
inqiierfect proxy for the excess demand for or 
supply of labor and so the direct determinants 
are used in the wage equation. Price expecta- 
tions are modelled both by extrapolation of 
past inflation and ratimudly. The results pro- 
vide strong support for the augmented Phillips 
curve and are consistent with an absence of 
money iUusion. For Italy, extrapolative expec- 
tations are superior to rational but the reverse 
is true for Japan and the United Kingdom. 
Econ. Stud. Quart., April 1979, 30(1) pp. 30- 
36. University of Liverpool, Merseyside, 
United Kingdom. 

Kalachek, E. D.; Raines, F. Q., and Larson, 

D. — ^The Determination of I.abor Supply: A 

Dynamic Model 

This paper specifies a model of labor supply 
change to test the sensitivity of static results 
and estimate the speed of labor supply re- 
sponse to discrepancies between actual and de- 
sired hours of work. Employing data from the 
1966, 1969, and 1973 waves of the National 
Longitudinal Survey of mature men, the au- 
thors find that workers respond rapidly to 
changes in desired labor supply, folly adjusting 
actual hours within a two-year interval, but 
that pre-existing labor supply disequilibrium 
is liquidated more slowly. The authors infer 
that institutional constraints on hours are of 
limited importance, but those imposed by 
area- or industry-specific demand fluctuations 
are of more importance. Ind. Lab. Relat. Rev., 
April 1979, 32(3), pp. 367-77. Washington Uni- 
versity, St. Louis. 

Krelle, W. — The Way Out of Unemployment: 

Change of Group Behaviour 

The article demonstrates that the main rea- 
sons for the current difficulties of simultaneous 
unemployment and inflation is a wage behav- 
ior of the trade unions, a price behavior of the 
firms, and a demand behavior of consumers, 
investors, and the government, which is incon- 
sistent with foil employment. The simple 
Keynesian model has been extended to allow 
for a wage and price mechanism. Its short-term 
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solution showed the impasse of economic pol- 
iqy: editional demand would yield higher pro- 
duction employment but would simultane- 
ously raise the rate of inflation to an intolerable 
degree. By an inappropriate wage-price mech- 
anism, unemployment may stay a permanent 
problem. The way out of the difficulties consists 
of changing the wage-price mechanism such 
that the government could go on with addi- 
tional demand without fear of inflation. Kyklos, 
1979, 32(1/2), pp. 92-128. University of Bonn. 

Markusen, J. R. — Personal and Job Characteris- 
tics as Determinants of Employee-Firm Con- 
tract Structure 

This paper attempts to explain the existence 
of a hierarchy of employee-firm contracts often 
found within individual firms. In particular, it 
attempts to explain how contract structure is 
related to personal and job characteristics. The 
relevant factors examined include risk bearing, 
asymmetrical information, unemployment 
compensation, labor-leisure preferences, se- 
niority, and the game theoretic aspects of cer- 
tain types of contracts. Quart. /. Econ., May 
1979, 93(2), pp, 255-79. University of Western 
Ontario, London, Canada. 

Polemarchakis, H. M. — Implicit Contracts and 

Employment Theory 

In a general equilibrium model with state- 
dependent preferences and incomplete mar- 
kets in contingent commodities, the author 
characterizes employment contracts that arise 
as Nash Equilibria in firm behavior. It is dem- 
onstrated that there exists a continuum of Nash 
Equilibria indexed by the level of aggregate 
employment. Consequently, full employment 
can neither be guaranteed nor excluded. Opti- 
mally behaving firms are shown to always em- 
ploy fully their labor pools and, under the as- 
sumptions that the marginal utility of income 
for consumei>workers is independent of prices 
and the static of nature, to offer wages inde- 
pendent of the contingency realized. In a situa- 
tion where contracts are negotiated nor prior 
but concurrently with economic activity, an 
example is constructed where no Nash Equilib- 
rium iapiaracterized by full-employment. Rev. 
Econ. Stud., Jan. 1979, 46(1), pp. 97-108. Co- 
lumbia University. -*-• 


Smith, R. S. — Compensating Wage Differen- 
tials and Public Policy: A Review 
This paper reviews the theory of compensat- 
ing wage differentials associated with disagree- 
able job characteristics and the empirical tests 
that have been made of that theory. The re- 
view of the theory is confined to graphical anal- 
ysis, and it is intended to make the nu^or impli- 
cations of hedonic price theory available to a 
wide audience. Data sources and theoretical 
underpinnings are stressed in the empirical re- 
view section, where it is concluded that only 
for the risk of death on the job are the findings 
consistently supportive of the theory. The pol- 
icy implications of that conclusion are then dis- 
cussed. Ind. Lab. Relat. Rev., April 1979, 32(3), 
pp. 339-52. Cornell University. 

Veendorp, E. C. H. — Robinson Crusoe, Friday, 
and the Competitive Price Mechanism: 
Some Implications of the Heterogeneity of 
Successive Labor Units 
Typically the labor services of an individual 
can only be offered in a specific sequence, 
while successive units in this sequence are not 
necessarily equally efficient. In this paper we 
analyze some implications of the sequential 
heterogeneity of labor services for general 
equilibrium theory. It is shown that competi- 
tive pricing of hours will generally lead to a 
different allocation of human effort than com- 
petitive, pricing of efficiency units. The choice 
between these pricing mechanisms may affect 
the stability and the viability of a competitive 
equilibrium. Southern Econ. J., July 1979, 46(1), 
pp. 1-11. Clark University, Worcester, Massa- 
chusetts. 

Wales, T. J. and Woodland, A. D. — Labour 
Supply and Progressive Taxes 
Two econometric models of labor supply 
based upon the hypothesis of utility maximiza- 
tion subject to a budget constraint, which in- 
corporates a progressive income tax schedule, 
are considered in this paper. In models previ- 
ously estimated in the literature, the piece- 
wise-linear budget constraint is approximated 
by a straight line through the individual’s ob- 
served leisure-consumption point. Hence the 
observed marginal wage rate is assumed to be 
the appropriate price of leisure for the individ- 
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vud’s utility maximization decision. This in- 
volves a specification error in the stochastic 
case. An estimation method is developed that 
takes the complete piecewise-linear budget 
constraint into account and in so doing avoids 
this specification error. Rev. Econ. Stud., Jan. 
1979, 46{l), pp. 83-95. University of British 
Columbia, Vancouver. 

g22 Public Policy; Role of Government 
Ashenfelter, O. and Smith, R. S. — Compliance 
with the Minimum Wage Law 
This paper investigates the extent and pat- 
terns of compliance with the federal minimum 
wage. Using a profit-maximizing model of com- 
pliance, predictions about compliance with 
weak or random government enforcement are 
made. Such enforcement is not random, how- 
ever, and our measures of compliance suggest 
that government enforcement, while not in- 
ducing anything near complete compliance, 
does have an impact. Overall compliance in 
1973 is estimated to be about 65 percent, while 
it is about 10 percentage points lower after 
the new minimum was established in 1975. 
Compliance appears highest among regional/ 
racial /sex (but not age) groups where market 
incentives for violation are strongest. }. Polit. 
Econ., April 1979, 87(2), pp. 333-.50. Princeton 
University; New York State School of Industrial 
and Labor Relations, Ithaca. 

Barron, J. M. and Gilley, O. W. — The Effect 
of Unemployment Insurance on the Search 
Process 

This paper examines the impact of unem- 
ployment insurance (UI) on the search process 
of two groups of unemployed individuals: those 
currently receiving UI benefits and those who, 
though not currently eligible for UI benefits, 
might expect to receive such benefits during 
future spells of unemployment. Testing a 
model originally formulated by Dale Morten- 
sen, the data suggest that while differences in 
the value of UI benefits alter the nature and 
extent of job search by current recipients, dif- 
ferences in the expected value of future UI 
benefits appear to have no effect on job search 
by those not currently receiving such benefits. 
Ind. Lab. Relat. Rev., April 1979, 32(3), pp. 
363-66. Purdue University. 


Cheliu^ J. R. — Economic and Demographic 
Aspects of the Occupational Injury Problem 
The purpose of the study was to gain insight 
into the factors associated with variations in 
occupational injury rates over time. Evidence 
indicates that the sustained high level of busi- 
ness activity and the influx of young workers 
were important factors in the high level of in- 
jury rates which occurred in the 1960*s. Impli- 
cations of this finding for the regulatory ap- 
proach used by OSH A are considered. Quart. 
Rev. Econ. Bus., Summer 1979, 19(2), pp. 65- 
70. Purdue University. 

Halpin, T. C. — The Elffect of Unemployment 
Insurance on Seasonal Fluctuations in Em- 
ployment 

This study examines differences among 
states in seasonal variations in employment 
within each of three industries to see if those 
differences are linked to state differences in 
the strength of experience rating, defined as 
the extent to which firms balance their unem- 
ployment insurance tax payments and ex- 
pected benefit withdrawals. Rating strength is 
measured in several ways, such as the ratio 
of taxable wages to total covered wages in each 
state. The results of regression analysis indicate 
that experience rating has been effective in 
reducing seasonal employment fluctuations in 
two of the three industries studied. Ind. Lab. 
Relat. Rev., April 1979, 32(3), pp. 353-62. Illi- 
nois State University, Normal. 

Inoue, K. — Structural Changes and Labour 
Market Policies in Japan 
The structural adjustments that need to be 
made by all developed economies, in part to 
make room for imports of manufactures and 
semi-manufactures from developing countries, 
should be accompanied by well-defined labor 
market policies if adverse effects on employ- 
ment are to be minimized. The various mea- 
sures that have been applied in Japan since 
the early 1960’s in order to combat structural 
unemployment suggest the general direction 
in which future labor market adjustment poli- 
cies in other industrialized countries might be 
sought. Int Lab. Rev., March-April 1979, 
118(2), pp. 223-35. International Labour Of- 
fice, Geneva. 
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Smith, R. S. — ^The Impact of OSHA Inspections 
I on Manufacturing Injury Rates 
This paper estimates the effects of OSHA 
inspections on ipjury rates at the plant level. 
The method involves comparing iiyury rates 
of plants inspected “early” in a given year with 
those inspected “late” in the year, after con- 
trolling for prior injury rates and other factors. 
The results suggest that OSHA inspections in 
1973 reduced injury rates by about 16 percent, 
but that 1974 inspections had no statistically 
significant impact. J. Human Res., Spring 1979, 
14(2), pp. 14^70. Cornell University. 

823 Labor Mobility; National and International 
Migration 

Krauss, M. B. and Baumol, W. J. — Guest Work- 
ers and Income-Transfer Programs Fi- 
nanced by Host Govermnents 
“Guest workers” temporarily employed 
abroad are often said to receive transfer bene- 
fits from welfare programs in the host country 
that employs them. However, it is shown that 
with international mobility of labor, host coun- 
try wages will be depressed by the influx of 
guests, so that the wage plus the welfare bene- 
fit equals the international wage rate. This ako 
forces total world earnings of host country 
workers to the world level and frustrates the 
purpose of the welfare programs. Means to 
prevent nullification of welfare programs by 
mobility of guest workers are also discussed. 
Kyklos, 1979, 32(1/2), pp. 36-46. New York 
University. 

Pashigian, B. P — Occupational Licensing and 
the Interstate Mobility of Professionals 
This paper attempts to explain why the in- 
terstate mobility rate differs so much among 
professional occupations. The effects of age, ed- 
ucation, earnings, location-specific investment 
in reputation and licensing are investigated. 
Licensing appears to reduce the interstate mi- 
gration rate. In the second part of the paper 
tests are concludedio determine if the com- 
paratively lovi^iiatariitate migration rate of law- 
yers could Ipi: due to investments by lawyers 
in state-spetiiife law and not to licensing and 
restrictions on reciprocity. The results suggest 
that the effects of investments in state-specific 


law on mobility are small. / Law Earn.. April 
1979, 22(1), pp. 1-25. University of Cfocago. 

824 Labor Market Studies, Wages, Employment 
Balcer, Y. and Sahin, I. — Probabilistic Modek 
for Pension Benefits 

First a basic probabilistic model k presented 
for the computation of the expected value and 
the distribution of pensionable service under 
an arbitrary service-age vesting rule. This 
model k then extended to allow for graded 
vesting, minimum age for participation, maxi- 
mum age of eligibility, partial coverage, op- 
tional vesting, and portability. Ako discussed 
through further extensions of the basic model 
are the pension benefits, using different benefit 
formulas, with or without wage and/or infla- 
tion indexing. All the modek proposed in the 
paper are applied to the Canadian labor force 
using real data; for each, the results are dis- 
cussed. y. Risk Ins., March 1979, 46(1), pp. 99- 
123. University of Wisconsuii Madison; Univer- 
sity of Wkconsin, Milwaukee. 

Beixjamin, D. K. and Kochin, L. A. — Searching 
for an Explanation of Unemployment in In- 
terwar Britain 

From 1921 to 1938 unemployment in Britain 
averaged 14 percent and never fell below 9.5 
percent. Three largely independent sets of evi- 
dence indicate that the prolonged high unem- 
ployment was due to the operation of an unem- 
ployment insurance scheme that paid benefits 
that were high relative to wages and available 
subject to few restrictions. We estimate that 
the insurance system raked the unemploy- 
ment rate by 5 to 8 percentage points on aver- 
age and that in the absence of the system un- 
employment would have been at normal levels 
through much of the period. Although a few 
interwar observers saw clearly the effects of 
unemployment insurance, Keynes and hk fol- 
lowers did not. / Polit. Econ., ]une 1979, 87(3), 
pp. 441-78. University of Washington, Seattle. 

Boyer, R. — Wage formation in Historical Per- 
spective: The French Experience 
Thk article aims to show that the simulta- 
neous rise of unemployment and wages since 
the end of the 19W’s, reinforced during the 
recession of 1974-75, k not the consequence 
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of A tramitorjr exception to competitive forces, 
but of a radical change in the social, political, 
and economic factors determining wage for- 
mation. The competitive process characteriz- 
ing the nineteenth century, and to some extent 
the interwar period, has been replaced since 
the Second World War by a quite different one, 
in which unemployment no longer has a 
preeminent influence on wage formation. This 
hypothesis is confirmed by a statistical and 
econometric study of the French experience 
over nearly two centuries. In conclusion, the 
article emphasizes the danger of a return to 
a more competitive process of wage forma- 
tion as a solution to the present crisis. Cam- 
bridge J. Econ., June 1979, 3(2), pp. 99-118. 
Centre d'Studes prospectives, d’economie 
mathimatique appliquies d la planification 
(CEPEMAP), Paris. 

Bruno, S. — The Industrial Reserve Army, Seg- 
mentation and the Italian Labour Market 
Considering the Italian experience, and con- 
trasting it with that of United States, the article 
argues that the Marxian concept of the indus- 
trial reserve army retains explanatory value, 
provided that other socio-institutional factors 
and specific histories of industrial relations are 
taken into account. If the Marxian mechanism 
is to work, hegemony of capital should prevail, 
and the patterns of segmentation in labor mar- 
kets should be changeable according to the 
needs of firms. This failed to happen in Italy, 
due to workers' antagonism and because sec- 
ondary workers could not compete in the pri- 
mary market, as usually happens elsewhere. 
Cambridge /. Econ., June 1979, 3(2), pp. 131- 
51. University of Rome. 

Corcoran, M. and Duncan, G. J. — Work His- 
tory, Labor Force Attachment, and Earnings 
Differences between the Races and Sexes 
This article uses a new data set to investigate 
the extent to which differences in work history, 
on-the-job training, absenteeism, and self-im- 
. posed restrictions on work hours and location 
account for wage differences between the 
sexes and races. As expected, white men gener- 
had more education and training and less 
absenteeism and fewer restrictions than black 
men and women of both races. Contrary to 


past studies, the proportionate wage payoff on 
the qualification measures are virtually identi- 
cal for the four race/sex subgroups. Ttie aver- 
age differences in qualifications, however, ex- 
plained less than one-third, one-half, and 
three-fifths of the wage gaps between white 
men and black women, white women, and 
black men, respectively. / Human Res., Winter 
1979, 14(\), pp. 3-20. University of Michigan, 
Ann Arbor. 

Dixon, R. J. — Accounting for Variations in the 
Wage-Share in Australian Manufacturing: 
1969-1977 

Variations in the aggregate wage-share re- 
flect not only changes in the wage-share in 
individual industries but also changes in the 
composition of output. Once the observed 
movements in the share are adjusted for 
changes in the comjjosition of industry, it is 
seen that the “true share” declined signifi- 
cantly over the 1975-77 period. We also detect 
a tendency for “high wage-share” industries 
to grow faster than “low wage-share” indus- 
tries in the two years immediately following 
a substantial rise in money wage rates. 
Australian Econ. Pap., June 1979, 78(32), pp. 
192-99. University of Melbourne. 

Elliott, R. F. and Shelton, H. C A Wage Set- 

tlements Index for the United Kingdom, 
1950-1975 

The article details the construction of an in- 
dex of wage settlements for the United King- 
dom and contrasts this with estimates of the 
size of settlements derived from the ofBcial 
wage rates index. The latter index is shown 
to provide an imperfect measure of settlement 
size, although it is continually employed for 
this purpose. The new settlements index is of- 
fered as the first step toward constructing the 
appropriate dependent variable for models of 
wage inflation. Oxford Bull. Econ. Statist, 
Nov. 1978, 40(4), pp. 303-19. University of Ab- 
erdeen. 

Frumldn, R. and Schmitt, D — Pension Im- 
provements since 1974 Reflect Inflation, 
New U.S. Law 

This article is a study of a select group of 
131 private pension plans compiled by the Bu- 
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reau of Labor Stat^tics. A comparison of nor- 
mal retirement benefits, participation require- 
mei^ts, vesting retirement options, and other 
provisions of pension plans are made for the 
1974-78 period. Although many improve- 
ments are cited for this period, a comparison 
of projected pension benefits with the rise in 
the Consumer Price Index (CPI) shows pension 
benefits rising at a slower rate than the CPI. 
The effect of the Employee Retirement In- 
come Security Act of 1974 on pension plans 
is also discussed, especially regarding vesting 
and participation requirements. Mon. Lab. 
Rev., April 1979, 102{4), pp. 32-37, Bureau of 
Labor Statistics, Washington, D.C. 

Cenosko, J. — Die Arbeitslosenquote — ein Kon- 
zept mit Mangein: Dargestellt am Beispiel 
Ostbayerns (The Rate of Unemployment — 
An Imperfect Concept; Illustrated by the Ex- 
ample of Eastern Bavaria) 

The paper corrects the “oflScial" unemploy- 
ment rate in two ways: first it attempts to esti- 
mate the so-called hidden reserves of selected 
Bavarian labor markets and consider them in 
the rate. This is done by using an extended 
Rothschild approach. Second, the total labor- 
force is used as denominator of the rate, as 
in OECD-publications. The main conclusions 
from these corrections are: (a) The (structural) 
weakness of the regional labor markets be- 
comes clearer, (b) The differences in the re- 
gional distribution of unemployment are not 
so great as reflected by the “ofiBcial” rate. 
Konjunkturpolitik, 1979, 25(1), pp. 1-19 (Ger- 
man). University of Regensburg, West Ger- 
many. 

Gunderson, M. — Earnings Differentials be- 
tween the Public and Private Sectors 
Based on data from the 1971 Canadian Cen- 
sus, separate earnings equations were esti- 
mated for public and private sector workers, 
and the overall average earnings differentia) 
was decomposed into two parts: a portion due 
to different endowments of productivity-re- 
lated characteristics and a portion due to a 
pure surplus payment for the same characteris- 
tics. The pure surplus or economic rent that 
public sector workers received relative to their 
private sector counterparts was $492 or 6.2 


percent for males and $383 or 8.6 percent for 
females. The public sector wage advantage was 
larger for low-wage workers, illustrating the 
basic dilemma that policies to curb the advan- 
tage may conflict with the desire to raise the 
wages of low-wage workers and to achieve 
equal pay for equal work between males and 
females. Can. J. Econ., May 1979, 12(2), pp. 
228-42. University of Toronto. 

Hazledine, T. J. — Constraints Limiting the De- 
mand for Labour in Canadian Manufactur- 
ing Industry 

The paper attempts to explain quarterly 
fluctuations in the level of aggregate employ- 
ment in Canadian manufacturing over the pe- 
riod 1962-75. The results suggest that, of the 
three commonly cited factors determining 
short-term fluctuations in employment — de- 
mand and the real wage on the product market 
side and the state of the labor market — only 
demand (properly measured as the expected 
proceeds to be realized from current input 
level decisions) is of any importance. A fourth 
factor constraining employment levels — the 
scale and flexibility of the available capital 
stock — appears to matter, perhaps increasingly 
so; generating a “natural” rate of employment. 
Australian Econ. Pap., June 1979, 18(32), pp. 
181-91. Economic Council of Canada, Ottawa. 

Jonung, L. and Wadensjo, E. — Wages and 
Prices in Sweden, 1912-1921: A Retro- 
spective Test 

This article examines the behavior of wages 
and prices in Sweden between 1912 and 1921 
on the basis of a retrospective projection of a 
wage-price model estimated for the years 
1922-71, We investigate whether these two 
periods are similar with regard to their wage 
and price experience. Substantial differences 
are found between the 10 years studied here 
and the next 50 years. The differences are ex- 
plained by reference to developments related 
to the Swedish labor market and to Swedish 
monetary arrangements. Scand. J. Econ., 1979, 
87(1), pp. 60-71. University of Lund, Sweden. 

Korns, A. — Cyclical Fluctuations in the Differ- 
ence between the Payroll and Household 
Measures of Employment 
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Economists have long been puzzled by the 
larger cyclicsd fluctuations in the Labcv De- 
partment's payroD employment measure than 
in its household employment measure. This ar- 
ticle traces the difierence, first, to cyclical fluc- 
tuations in job changing and in multiple job- 
holding, and second, to census undercount and 
survey undercoverage, which cause the house- 
hold survey to underrepresent the groups 
(men, particularly black men, and workers who 
are poor) that experience the sharpest cyclical 
employment declines. Although the article 
shows that the payroll measure, but not the 
household measure, covers changes in the 
number of uncounted migrants (including ille- 
gal aliens), it reaches no conclusion regarding 
the impact of uncounted migration on the dif- 
fering cyclical behavior of the two measures. 
Sum Curr. Bus., May 1979, 59(5), pp. 14-44. 
Bureau of Economic Analysis, U.S. Depart- 
ment of Commerce. 

McAleese, D. and McDonald D. — Employ- 
ment Growth and the Development of Link- 
ages in Foreign-Owned and Domestic Manu- 
facturing Enterprises 

This paper examines employment and link- 
ages growth in manufacturing enterprises in 
the Irish economy. Numbers employed in for- 
eign-owned firms grew rapidly during the last 
two decades in contrast with a decline in em- 
ployment in domestic enterprises. Notwith- 
standing their satisfactory employment record, 
foreign-owned firms have been criticized for 
having low linkages with the domestic econ- 
omy. Examination of linkages using regression 
analysis and intertemporal comparisons shows 
that: (a) linkages tend to be initially lower in 
foreign-owned enterprises than in domestic 
enterprises; (b) backward and forward linkages 
in foreign-owned firms increase significantly 
over time; (c) the degree of linkage is nega- 
tively related to the proportion of overseas 
firms’ trade conducted with affiliates; and (d) 
backward linkages in formerly-protected do- 
mestic firms are not significantly higher than 
those in foreign-owned firms. Irish experience 
suggests that foreign-owned firms become in- 
creasingly integrated into the domestic econ- 
omy with the passage of time. Oxford Bull. 
Econ. Statist, Nov. 1978, 40(4), pp. 321-39. 
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Trinity College, Dtflilin; Massadiusetts Insti- 
tute of Technology. 

Moy, J. — Recent Labor Market Trends in Nme 

Industrial Nations 

Of the nine countries for i^hich the Bureau 
of Labor Statistics prepares unemployment 
data approximating U.S. concepts, the Cana- 
dian rate (8.4 percent in 1978) was the highest 
and the Swedish rate (2.2 percent) the lowest. 
The United States recorded the most signifi- 
cant gains in employment and aggregate hours 
since the international recession of 1974-75. 
Between 1975 and 1978, the U.S. and Cana- 
dian employment growth rates (3.6 and 2.3 
percent, respectively) were by far the strong- 
est among the nine nations studied. The article 
also discusses postrecession trends in employ- 
ment-population ratios and labor force partici- 
pation rates, and highlights special new pro- 
grams to combat unemployment. Mon. Lab. 
Rev., May 1979, 102(5), pp. 8-16. Bureau of 
Labor Statistics, Washington, D.C. 

Quinn, J. F. — Wage Differentials among Older 

Workers in the Public and Private Sectors. 

Wages in the public sector are often set on 
the basis of comparisons with compensation 
in the private sector. There are reasons to sus- 
pect that this approach may result in govern- 
ment pay schedules that exceed those in the 
private sector. In this paper, with a human 
capital model of wage determination and a 
sample of older male workers, we compare 
wages in federal, state, and local public admin- 
istration with those in the private sector, after 
adjusting for differences in personal and geo- 
graphic characteristics. We find that the wage 
gaps that do exist cannot be completely ex- 
plained by human capital and locational vari- 
ables. Fringe benefits, job stability, and the at- 
tractiveness of the job environment also 
appear to be greater in the public sector. J. 
Human Res., Winter 1979, 14(1), pp. 41-62. 
Boston College, Chestnut Hill. 

Robinson, O. — Part-time Employment in the 

European Community 

The number and proportion of part-time 
workers in the labor markets of the EEC have 
been rising for two decades. In the light of 
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^ statistical evidence it is argued that die 
growth and diffusion of part-time employment 
reflects underlying and permanent changes in 
the labor force composition of industrial econo- 
mies. Many of the conventional distinctions be- 
tween part-time and full-time workers thus be- 
come questionable, indicating a need for 
employment policies, which seek to integrate 
the part-time and full-time elements of the la- 
bor force in the Community countries. Int. 
Lab. Rev., May-June 1979, 118(3). pp. 299-314. 
University of Bath. 

825 Labor Productivity 

Maddison, A. — ^Long Run Dynamics of Pro- 
ductivity Growth 

This article analyzes the development of la- 
bor productivity in 16 advanced OECD coun- 
tries over the period 1870-1977. It explains 
why growth accelerated in 1950-70 and 
slowed down in the 1970’s. Tlie acceleration 
in all countries except the United States in 
1950-70 is explained as a recoupment of a tech- 
nical backlog via high rates of capital forma- 
tion. Improvements in resource allocation, 
through shifts away from low productivity agri- 
culture and towards greater participation in 
international trade, were also helpful. In the 
1970’s, the impact of those exceptional forces 
waned, and there were new “structural” prob- 
lems, which handicapped measured productiv- 
ity growth (higher energy prices and environ- 
mental regulation). In addition, cyclical 
influences adversely affected productivity in 
the 1970’s, but less than might have been ex- 
pected. The cyclically adverse influences were 
more inimical to full use of available labor than 
to productivity. Banco Naz. Lavoro Quart. 
Rev., March 1979, 31(128), pp. 3-43. University 
of Gronifigen, The Netherlands. 

826 Labor Itifarketn Demographic Characteristics 
Levy, F. — ^The Labor Supply of Female House- 
hold Heads, or AFDC Work Incentives 

Don’t Work Too Well 

This paper presents an approximate method 
for estimating the labor supply function of fe- 
male household heads who may or may not 
be receiving Ml to Families with Dependent 
Children (AFDC). Estimation results indicate 
that any AFDC parameter change that^Jn- 


creases a program’s bresJeeven inctnne will re- 
duce expected hours of work in the pc^nilatton. 
In particular, liberalized work incentives may 
encourage currmit recipients to increase labor 
supply, but these hicreases will be more than 
ofiBmt by work reductienu of former nonrecip- 
ients who are not attracted into the program. 
/. Human Res., Winter 1979, 14(1), pp. 76-97. 
The Urban Institute, Washington, D.C. 

830 Thabs Unions; CoixEcnvB Babcadonc; 

Labor-Management Relations 

Boijas, C. J Job Satisfaction, Wages, and 

Unions 

This paper provides a systematic empirical 
aiudysis of the effect of union membership on 
job satisfaction and wages, and shows how the 
interaction between these effects leads to em- 
pirically observable relations between unioni- 
zation and individual quit probabilities. Using 
the Natioiud Longitudinal Survey of Mature 
Men, several empirical results were obtained. 
First, union members, on average, report 
lower levels of job satisfaction. Interestingly, 
unionization causes greater dissatisfaction at 
higher tenure levels. These findings are attrib- 
uted to both the politicization of the unionized 
labor force and the fact that union members 
face flatter earnings profiles. The importance 
of the latter effect is reflected by the empirical 
fact that unions have a strong negative effect 
on quit probabilities at low leveb of tenure, 
but the effect diminishes (absolutely) as tenure 
increases. / Human Res., Winter 1979, 14(1), 
pp. 21-40. University of California, Santa Bar- 
bara. 

831 Trade Unions 

Gamm, S. — ^The Election Base of National 

Union Executive Boards 

'This article analyzes the effect of the election 
base of executive boards on the internal politi- 
cal life of national unions, especially the capac- 
ity of such unions to support opposition to in- 
cumbent members of the board. Examining 
the constitutions of nearly all American unions 
with over 25,000 members in 1975 indicates 
that the great msyority of national unions elect 
board members on an at-large basis, a system, 
Gamm argues, that tends to discourage dissent 
within unions and to prevent effective repre- 
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sentalion of load jnterests. In contrast, the ma- 
jority of unions that select hoard members by 
regional election include those that have expe- 
rienced successful “revolts” in recent years. 
Ind. Lab. Rdat. Rev., April 1979, 32(3), pp. 
295-311. Ck>mell University. 

Kahn, L. M. — Unionism and Relative Wages: 
Direct and Indirect Effects 
This study adds to the recent literature that 
uses simultaneous equation techniques to test 
the hypothesis that the causal relationship be- 
tween unionism and wages runs in both direc- 
tions. Using industry data, the author estimates 
both the effect of unions on wages in the short 
run, controlling for the reverse effect of wages 
on unionism, and also the effect of unions on 
wages in the long run, allowing for the changes 
in production technique and skill mix induced 
by the short-run wage effect. In contrsist to 
some previous studies using similar techniques, 
the author concludes that unions have a signifi- 
cant wage effect in both the short and long 
run. Ind. Lab. Relat. Rev., July 1979, 32(4), 
520-32. University of Illinois, Urbana-Champ- 
aign. 

Leigh, D. E. — Unions and Nonwage Racial Dis- 
crimination 

This paper departs from earlier studies of 
racial differences in union impact by concen- 
trating on differences on two nonwage labor 
market outcomes: the exit propensity of indi- 
vidual workers and their opportunities for oc- 
cupational upgrading. Using data from the Na- 
tional Longitudinal Survey samples of young 
and middle-aged men, the author finds that 
unionism lengthens tenure and reduces quits 
for blacks and whites alike in both age catego- 
ries and that opportunities for occupational ad- 
vancement are the same for both unionized 
groups. Leigh concludes that union bargaining 
over nonwage conditions of employment does 
not negate the positive impact of unions on 
the ratio of black to white wages. Ind. Lab. 
Relat. Reu, July 1979, 32(4), pp. 439-50. Wash- 
ington State University, Pullman. 

Smith, R. L. and Hopldns, A. H. — Public Em- 
ployee Attitudes toward Unions 
This study investigates the attitudes toward 
unions of public sector employees in five states. 


Analyzing rei^Knues to questionnaires sent to 
2000 state employees, the authors find diat as 
in die private sector, attitudes toward unions 
are more favorable unong emidoyees in large 
organizations and with work situation dissatis- 
factions, lower occupational status, negative 
life expediences, and less involvement widi the 
organization. In contrast to previous studies 
of private sector employees, however, the au- 
thors report that work situation dissatisfactions 
are most important in predicting attitudes to- 
ward unionization only among union mem- 
bers; among non-members, pre-work and life 
experiences are better predictors. Ind. Lab. 
Relat. Rev., July 1979, 32(4), pp. 484-95. Uni- 
versity of Missouri, St. Louis. 

832 Collective Bargaining 
Brett, J. M. and Goldberg, S. B. — Wildcat 
Strikes in Bituminous Coal Mining 
This study tests several hypotheses about the 
causes of wildcat strikes in bituminous coal 
through an examination of questionnaire and 
related data concerning 293 underground 
mines and interview data gathered at two 
high-strike and two low-strike mines. The evi- 
dence indicates that high-strike and low-strike 
mines do not differ significantly in working 
conditions, the age of their work force, or the 
quality of life in their surrounding area. Man- 
agement in low-strike mines is more accessible 
to workers, however, and the parties in those 
mines have a problem-solving relationship 
that, the authors suggest, could be developed 
in other mines through various devices. Ind. 
Lab. Relat. Rev., July 1979, 32(4), pp. 465-83. 
Northwestern University. 

Gallagher, D. G. and Pegnetter, R. — Impasse 
Resolution under the Iowa Multistep Proce- 
dure 

This study examines the first two years of 
impasse experience under the Iowa Public Em- 
ployment Relations Act to determine the effec- 
tiveness of a three-step procedure that uses 
mediation, factfinding, and issue-by-issue final- 
offer arbitration for all classifications of public 
employees. The authors conclude, in part, that 
the Iowa procedure compares favorably with 
other procedures in minimizing the proportion 
of disputes going to arbitration and that foctr 
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finding with recommendations prior to arbitra* 
tion reduces both the tendency to use arbitra- 
tion and the number of issues taken to arbitra- 
tion. Ind. Lab. Relat. Rev., April 1979, 32(3), 
pp. 327-38. University of Iowa, Iowa Qty. 

Mabry, B. D. — Bargaining Power and Changes 

in Fringe Benefits 

Arguments are developed that imply that 
unions have stronger preferences for compen- 
sation in the form of fringes than employers. 
As economic conditions manifested through 
consumer price changes, unemployment, and 
hours of work, favor union bargaining power, 
changes in the fringe-wage ratio should be 
greater. The study relates movements in the 
fringe-wage ratio to those economic variables 
reflecting bargaining power, including also the 
level of compensation, tax exempt features of 
fringes, and strikes as a measure of union mili- 
tancy. A time-series regression for heavily- and 
lightly-unionized sectors for the 1948-72 pe- 
riod, relating the fringe-wage should ratio to 
those economic variables, lends support for the 
hypothesis diat as economic conditions, except 
during periods of inflation, favor relative union 
bargaining power, the fringe-wage ratio wiU 
increase. Accounting for the effects of wage- 
price controls in an inflationary period, an in- 
terindustry regression in manufacturing, using 
pooled data for 1968, 1970, and 1972, has re- 
lated changes in the fringe-wage ratio to tax 
savings from fringes, work hours, work stop- 
pages, degree of unionization, quit rate 
changes, and changes in the proportion of non- 
production workers. Four of the six variables 
have signs consistent with the inflationary bar- 
gaining power hypothesis. Weakened union 
bargaining power in the inflationary recession 
of 1970 ,imd the wage-price controlled re- 
covery of 1972 is consistent with the signs of 
the remaining two variables. Rev. Soc. Econ., 
April 1979, 37(1), pp. 25-36. Bowling Green 
State University, Ohio 

Mayhew, K. — Economists and Strikes 

In pure bl^aining theory strikes are gener- 
ally seen as the result of either mistakes or 
irrationality. Not surprisingly, therefore, many 
recent econometric studies of strikes resort to 
ad-hocery. It is argued that these studi es e x- 


plain little of the variation of British strike ac- 
tivity over time. An attempt is made to show 
that cyclical variations in strikes can be ex- 
plained by mistakes being most likely at the 
peak of the cycle. Over the period studied, 
the time trend is a much more important 
source of strike variability than is the cycle. 
The paper suggests some possible explanations 
for this rising trend. Oxford Bull. Econ. Statist, 
Feb. 1979, 4/(1), pp. 1-19. Institute of Eco- 
nomics and Statistics, University of Oxford. 

833 Laboi^Management Relations 
Davis, C. E. and West, J. P. — Attitudinal Dif- 
ferences among Supervisors in the Public 
Sector 

This study examines attitudes of two types 
of employees with supervisory titles in the pub- 
lic sector — those with and those without sub- 
stantial managerial responsibility — toward 
unions, grievance procedures, job satisfaction, 
and the use of merit in personnel matters. 
From questionnaire responses the authors find 
that attitudinal differences are strongest on is- 
sues of working conditions, the adequacy of 
existing grievance procedures, and the fairness 
of hiring and promotion policies. They con- 
clude that under mature public sector collec- 
tive bargaining relationships supervisors with 
little — but not substantial — managerial respon- 
sibility should be allowed to join rank-and-file 
unions. Ind. Lab. Relat Rev., July 1979, 32(4), 
pp. 496-505. Ohio State University, Columbus. 

Northrup, H. R.; Wilson, J. T. and Rose, 
K. M. — The Twelve-Hour Shift in tlie Petro- 
leum and Chemical Industries 
This article reports the results of a 1977 field 
survey of managers in fifty U.S. and Canadian 
plants that have recently instituted twelve- 
hour shifts in continuous operation situations 
in the chemical and petroleum industries. The 
authors report that in all the plants studied 
the shift change has significantly improved mo- 
rale without impairing efficiency, job safety, 
or workers’ health. The drawbacks of this work 
schedule include the difficulty some older 
workers have adjusting; the possibility that it 
might not be feasible in industries in which 
the work is more arduous; and the general op- 
position of unions to any lengthening of the 
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workday. Ind. Lab. Relat. Rev., April 1979, 
32(3), pp. 312-26. University of Pennsylvania. 

840— DxMOGiunaic Economics 
841 Demographic Economics 
Buts, W. P. and Ward, M. P. — ^The Emergence 
of Countercyclical U.S. Fertility 
Fertility rates in industrialized countries 
have long moved procyclically. However, U.S. 
fertility has recently fallen in economic expan- 
sions and risen during contractions. An eco- 
nomic model emphasizing distinctions be- 
tween male and female earnings in affecting 
fertility and between families with and without 
employed wives can reconcile these move- 
ments. The model accurately predicts U.S. fer- 
tility rates in years after the sample period of 
estimation. These results suggest that postwar 
increases in the aggregate demand for labor 
raised market earnings of young women and 
led to the twenty-year baby bust. The prospect 
is for continuing fertility decreases punctuated 
by countercyclical movements. Amer. Econ. 
Rev., June 1979, 69(3), pp. 318-28. The Rand 
Corporation, Santa Monica, California. 

Hutchens, R. M. — Welfare, Remarriage, and 
Marital Search 

This paper considers remarriage from the 
perspective of economic theories of search and 
marriage. The theoretical analysis leads to em- 
pirical tests on the relationship between the 
level of transfers in the Aid to Families with 
Dependent Children (AFDC) program and re- 
marriage probabilities. A logit model is esti- 
mated and a statistically significant negative 
relationship established. Increases in AFDC 
transfers do then contribute to growth in fe- 
male headship. Theoretical considerations sug- 
gest, however, that by extending duration of 
marital search, such transfers could also con- 
tribute to more stable subsequent marriages. 
Amer. Econ. Rev., June 1979, 69(3), pp. 369- 
79. New York State School of Industrial and 
Labor Relations, Ithaca. 

850 Human Capital 
851 Human Capital 

Machlup F. — Stocks and Flows of Knowledge 
At any moment of time, there is a stock of 
knowledge; during any period, a flow of knowl- 


edge. They may be recorded knowledge or 
knowledge in the mind. Estimates of the stodc 
of recorded knowledge have been made by 
counting physical units, such as titles or vol- 
umes of books, Journals and other periodicals, 
articles, etc., mostly with specious “findings.” 
No estiipates exist of stocks df knowledge in 
human minds, but we have theories about pri- 
vate stocks of subjective knowledge, objectiva- 
tion of intersubjective knowledge, and thus a 
“stock of social knowledge.” The flow of knowl- 
edge from person to person, directly or via 
some record, differs from flows of goods, securi- 
ties, or money in that the recipient may gain 
without the transmitter giving up any knowl- 
edge. Flows of certain kinds of knowledge can 
be measured or estimated in physical terms, 
but there is a way of measuring all such flows 
in terms of money by adding the costs incurred 
in the process. Kyklos, 1979, 32(1/2), pp. 400- 
411. Princeton University. 

Olson, L.; White, H. and Shefrin, H. M. — Opti- 
mal Investment in Schooling when Incomes 

are Risky 

This study demonstrates a tractable method 
for analyzing schooling investment with risky 
incomes. Constant relative risk aversion is as- 
sumed, and borrowing in a rudimentary capital 
market is allowed. A linear, variance compo- 
nents model on log (real income) is estimated. 
Only unexplained variation is treated as a 
source of risk. Illustrative empirical results in- 
dicate that students should take either four 
years of college or none at all, depending on 
time preference, loan availability, and degree 
of risk aversion. Estimated risk-adjusted rates 
of return to college exceed 10 percent for some 
parameter values. Risk adjustments for college 
rates are small but positive. / Polit. fkwn., June, 
1979, 87(3), pp. 522-39. Data Resources, Inc., 
Lexington, Massachusetts; University of Roch- 
ester, New York. 

Winegarden, C. R. — Schooling and Income 

Distribution: Evidence from International 

Data 

This paper investigates the effects of the 
level and variance of educational attainment 
on the size distribution of income. An econo- 
metric model of these relationships is pre- 
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seated and tested, using data for a cross-section 
of countries. The statistical results clearly sup- 
port the long-disputed proposition that higher 
avenge levels of schooling exert a strong 
equalizing effect on income distribution. They 
also show that inequality in educational attain- 
ment plays a larger role in generating income 
disparities than previous studies had revealed. 
Economica, Feb. 1979, 46(181), pp. 83-87. Uni- 
versity of Toledo. 

900 Welfare Programs; Consumer 
Economics; Urban and Regional 
Economics 

910 Welfabe, Health, and Education 
912 Economics of Education 
Link, C. R. and Ratledge, E. C. — Student Per- 
ceptions, I.Q. and Achievement 
The study analyzes the determinants of read- 
ing acheivement for 500 fourth-graders in the 
Wilmington, Delaware, school district. The 
data are an improvement over those used by 
past researchers because of the concurrent 
availability of student IQ, pretest and posttest 
reading scores, student perception and motiva- 
tion information, and individual teacher char- 
acteristics matched with their individual stu- 
dents. The main results are (1) a large positive 
relation between achievement and the stu- 
dent’s perception of a positive teacher attitude 
toward himself, and (2) a somewhat smaller, 
but nonetheless significant, positive effect of 
the student’s perception of the parents’ atti- 
tude toward the student’s ability to succeed 
in life. ’The observed relationships suggest that 
earlier emphasis on more traditional teacher 
characteristics such as years of education and 
experience may have been misplaced. / Hu- 
man Re§., Winter 1979, 14(1), pp. 98-111. Uni- 
versity of Delaware, Newark. 

McCucldn, R. H. and Winkler, D. R. — Univer- 
sity Resources in the Production of Educa- 
tion 

Prior studies on the role of university re- 
sources in the production of educational attain- 
ment have Incorrectly assumed that courses 
taken or resources received by the student are 
exogenously determined. This paper presents 
a model of production in higher education in 


which these resources are endogenously deter- 
mined; students play a role in detarraining how 
many resources they receive. The model is esti- 
mated using instrumental variables and, in' 
contrast to earlier empirical work, we find a 
relatively high elasticity between educational 
attainment and university resources. Rev. 
Econ. Statist., May 1979, 6J(2), pp. 242-48. An- 
titrust Division, U.S. Department of Justice, 
Washington, D.C.; University of Southern Cali- 
fornia, Los Angeles. 

913 Economics of Health 

Brown, D. M. and Lapan, H. E. — ^The Supply 
of Physicians’ Services 
'This paper presents a model of the supply 
of physicians’ services based upon the assump- 
tion that physicians are price-taking utility 
maximizers; Assuming physicians’ services are 
produced using physicians’ labor and pur- 
chased inputs, the paper shows that the impact 
of changes in final product or input prices on 
the supply of physicians’ services depends on 
the physicians’ labor-leisure choice and on the 
degree of substitutability between physicians’ 
labor and purchased inputs. The empirical re- 
sults presented indicate that the physicians’ la- 
bor supply curve is backward-bending, but that 
the supply curve of physicians’ services is posi- 
tively sloped. Econ. Inquiry, April 1979, 1 7(2), 
pp. 269-79. Georgetown University; Iowa 
State University, Ames. 

914 Economics of Poverty 

Moon, M. — ^The Incidence of Poverty among 
the Aged 

Recent reported declines in poverty among 
the aged have been based on current-income 
measures of economic status. However, this 
study examines changes in incidence using an 
expanded measure that includes such nonin- 
come components as in-kind public and pri- 
vate transfers, tax liabilities, and a share of net 
worth. In addition, several alternative poverty 
threshold indicators are suggested for use with 
this improved economic-status measure. These 
changes make possible alternative estimates of 
progress against poverty among the aged from 
1966 to 1971. J. Human Res., Spring 1979, 
/4(2), pp. 211-21. University of Wisconsin, Mil- 
waukee. 
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T«k»yi«i«) N.~Poverty, Income Inequality, 
and Th^ Measures: Professor Sen’s Axi- 
omatic Approach Reconsidered 
This paper proposes the Gini coefficient of 
the censored income distribution truncated 
from above by the poverty line as an index 
of poverty. An ordinalist axiomatic approach, 
which was introduced by Professor Amartya 
Sen, is used to justify this measure. In compari- 
son with Sen’s index, our alternative measure 
is simpler and more concerned with relative 
deprivation; it can be regarded as a more natu- 
ral translation of the Gini coefficient from the 
measurement of inequality into that of pov- 
erty. Econometrica, May 1979, 47(3), pp. 747- 
59. Musashi University, Tokyo. 

915 Social Security 

Hu, S. C. — Social Security, the Supply of Labor, 
and Capital Accumulation 
This paper analyzes the long-run effects of 
the Social Security System in a generalized 
neoclassical life-cycle growth model, which ex- 
plicitly allows for an endogenous retirement 
decision and bequest motive. We consider an 
economy of which the population grows at a 
constant rate. Each individual lives for two pe- 
riods. In the first period, he works full time, 
earning an income of w and paying a social 
security tax of T. In the second period, he 
works a fraction of time and then retires, re- 
ceiving from the government a pension of z. 
He is to choose a consumption path, a retire- 
ment age, and an amount of bequest so as to 
maximize his lifetime utility. From these indi- 
vidual decisions and the assumption that the 
government budget is balanced each period, 
the aggregate capital and labor supply func- 
tions are derived. It is shown that the short- 
run effects of social security depend primarily 
on the elasticities of the demand and supply 
of labor and its long-run effects are influenced 
as well by the elasticities of savings and be- 
quest. Conditions for the optimal provision of 
social security are also derived and compared 
with those determined by a democratic society 
through the majority voting process. Amer. 
Econ. Rev., June 1979, 69(3), pp. 274-83. Pur- 
due University. 

Kotlikoff, L. J. — Social Security and Equilib- 
rium Capital Intensity 


1116 extent to which the U.S. unRusded Social 
Security System has reduced aggregate savings 
and capital accumulation has been the subject 
of much recent debate. This paper contributes 
to this debate by investigating the general 
equilibrium impact of an unfunded social secu- 
rity program on the steady-shite capital stock 
of an idealized life-cycle economy. The ahdysis 
considers the possibility that social security has 
induced early retirement through its earnings 
test. The chief finding is that an unfunded so- 
cial security system with a 10 percent payroll 
tax reduces the steady-state capital stock by 
about 20 percent in general equilibrium. 
Quart. J. Econ., May 1979, 93(2), pp. 233-53. 
University of California, Los Angeles. 

Kotlikoff, L. J. — ^Testing the Theory of Social 
Security and Life Cycle Accumulation 
The life-cycle theory of savings predicts ex- 
plicit signs and magnitudes of coefficients for 
social security variables in a regression explain- 
ing private household wealth accumulation. 
This paper uses micro data to test the macro 
argument that social security has reduced the 
aggregate capital stock. While there is evi- 
dence that social security tax contributions 
have reduced private savings of the young, 
there is no evidence that aggregate saving has 
been reduced. Large differences in lifetime 
wealth generated by the Social Security Sys- 
tem do not appear to influence savings. Amer. 
Econ. Reu., June 1969, 69(3), pp. 396-410. Uni- 
versity of California, Los Angeles. 

916 Elconomics of Crime 
Mehay, S. L. — Intergovernmental Contracting 
for Municipal Police Services: An Empirical 
Analysis 

This paper empirically investigates the eco- 
nomic effects of providing police services 
through the Lakewood Plan, an extensive in- 
tergovernmental contract system in Los 
Angeles County. Numerous advantages of in- 
tergovernmental contracting have been hy- 
pothesized, including scale economies, preser- 
vation of local community control over public 
goods decisions, and reduction of inteijurisdic- 
tional service spillovers. The statistical analysis 
finds that intergovernmental contracting, as 
practiced in Los Angeles County, does not ap- 
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pear to notably inprove the delivery of police 
patool services. A major defect in the ^an is 
the use of contracts that fail to specify the ser- 
vice output to be provided and performance 
levels expected of the producer. Land Econ., 
Feb. 1979, 55(1), pp. 59-72. San Jose State Uni- 
versity, California. 

917 Eoonomios of Discrimination 
Blau, F. D. and Hendricks, W. E. — Occupa- 
tional Segregation by Sex; Trends and Pro- 
spects 

Postwar trends in the degree of occupational 
segregation are investigated. Segregation is 
found to have increased slightly between 1950 
and 1960 as predominantly female clerical and 
professional jobs grew in relative size. Changes 
in occupation mix were neutral in impact dur- 
ing the 1960-70 period, but an inflow of men 
into female professions and of women into 
male sales and clerical jobs produced a modest 
drop in segregation. This decrease fell far short 
of what could have been achieved by “sex- 
blind” hiring. On the basis of past trends, little 
progress in reducing segregation is expected 
for the 1970-85 period. /. Human Res., Spring 
1979, 14(2), pp. 197-210. University of Illinois, 
Urbana-Champaign. 

Osterman, P. — Sex Discrimination in Profes- 
sional Employment: A Case Study 
This paper analyzes sex discrimination with 
data on over 700 professional employees in a 
metropolitan publishing firm. The author finds 
that the sex difiFerential in earnings within clus- 
ters of similar jobs is much greater if marriage 
and children variables are excluded; men re- 
ceive a large “payoff” from being married and 
from having children, but women do not. On 
analyzing this difference, the author rejects a 
labor supply explanation and two variamts of 
statistical discrimination, concluding that man- 
agers in this firm simply believe that married 
men “deserve” higher earnings than compara- 
ble women. Ind. Lab. Relat. Rev., July 1979, 
32(A), pp. 451-64. Boston University. 

Strobfi$|Ni^* L-— The Female /Male 

Saliji^ Differential in Public Schools: Some 
Lessons from, San Francisco, 1879 
This paper develops a theory of sex differ- 
ences in the earnings of school personnel, with 


emphasis on the role of labor naarket segmen- 
tation. Several aspects of the theory are then 
tested using data for the San Francisco school 
system in 1879. We find that, holding constant 
human capital variables (eimerience and edu- 
cation), sex played a significant r<fle in deter- 
mining the position and type of school of em- 
ployment among school personnel and that 
human capital variables were less important 
than segmentation variables (position and type 
of school) in explaining the female/male salary 
differential. Econ. Inquiry, April 1979, /7(2), 
pp. 218-36. Stanford University. 

920 Consumer Economics 

921 Consumer Economics; Levels and Standards 
of Living 

Almon, C. — A System of Consumption Func- 
tions and Its Estimation for Belgium 
This paper develops a number of desirable 
characteristics for systems of consumer de- 
mand frmctions, including the possibility of 
complementarity as well as substitution among 
goods and similarity in the effects of prices on 
income and non-income determinants of de- 
mand. Linear expenditure systems, Rotterdam 
models, translog functions, and other systems 
are measured against these desirable charac- 
teristics and found seriously wanting. An alter- 
native function, which scores better but not 
perfectly against the desiderata, is formulated 
and estimated with Belgian data. The results 
are encouraging, despite a certain noncon- 
formity on the part of the potato. Southern 
Econ. /, July 1979, 46(1), pp. 85-106. Univer- 
sity of Maryland, College Park. 

Armstrong, A. C. and Odling-Smee, J. C. — ^The 
Demand for New Cars 1 — A Theoretical 
Model of Replacement Demand 
A microeconomic model is developed in 
which a car owner compares the utility to be 
derived from keeping his existing car for an- 
other year with the cost of doing so. It yields 
conclusions about the optimal time to sell and 
the optimal vintage of car to biQ^ instead. Ex- 
ogenous factors such as income and relative 
prices affect the consumers’ surplus of individ- 
ual car owners, and hence the optimal time 
to sell and replacement vintage. Changes in 
exogenous factors have both short-term impact 
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and long-term continuing efiects on replace- 
ment demand. Oxford Bull Econ. Statist, Nov. 
1978, 40(4), pp. 281-302. University of Bristol; 
London. 

Battalio, R. C.; Kagel, J. H.; Winkler, R. C. 
and Winett, R. A, — Residential Electricity 
Demand: An Experimental Study 
The effects of experimentally induced 
changes in price and non-price factors of resi- 
dential electricity use are examined using indi- 
vidual households as a unit of observation. Un- 
der conditions where the dominant source of 
electricity use was for space cooling: (1) upper 
bound short-run elasticity estimates of demand 
were —.32 and —.20 for price increases of 50 
and 235 percent, respectively; and (2) in- 
creased information on energy use patterns in 
the form of written, government prepared en- 
ergy conservation pamphlets and weekly feed- 
back on electricity use levels had no positive 
effects on energy conservation. These results 
are consistent with a number of other small- 
scale field experiments in energy demand in 
different locals under different environmental 
conditions. Rev. Econ. Statist, May 1979, 61(2), 
pp. 180-89. Texas A&M University, College 
Station; idem; University of Western Australia, 
Nedlands; Institute for Behavioral Research, 
Silver Springs, Maryland. 

Blomquist, G. C. — Value of Life Saving: Impli- 
cations of Consumption Activity 
This paper focuses on the typical individual’s 
value of a small change in the probability of 
his survival. With a simple life-cycle model the 
value is shown to be implied by consumption 
activity that affects risk. The premium an indi- 
vidual is willing to pay to reduce risk is esti- 
mated using probit analysis of automobile seat 
belt use. The “value of life” is found to be about 
$370,000. This estimate is contrasted with the 
foregone earnings approach by showing that 
a surplus value above earnings exists, and the 
elasticity of the value with respect to earnings 
is less than one. / Polit Econ., June 1979, 87(3), 
pp. 540-58. Illinois State University, Normal. 

Devine, D. G. and Marion, B. W. — The Influ- 
ence of Consumer Price Information on Re- 
tail Pricing and Consumer Behavior 


Comparative price information for mgjor Ot- 
tawa supermarkets was collected over a 28 
week period and published in daily newspa- 
pers during a 5 week test period. In response 
to the information, the dispersion of prices 
across stores and chains narrowed, the average 
level of p^ces of the market dropped, and con- 
sumer satisRiction increased relative to the 
control market. Consumers transferred pa- 
tronage to the lower priced stores. Consumers 
indicated a willingness to pay 34^ per week 
on average for the price comparison informa- 
tion. Esftimated consumer benefits far ex- 
ceeded the cost of the program. Amer. J. Agr. 
Econ., May 1979, 61(2), pp. 228-37. University 
of Wisconsin, Madison. 

Musgrove, P. — Permanent Household Income 
and Consumption in Urban South America 
Permanent income is estimated from ob- 
servable household characteristics, whose di- 
rect and indirect effects on consumption are 
separated. Errors in this estimation are distin- 
guished from true transitory incomes (uncor- 
related with consumption) and their vari- 
ances are compared. Application to household 
budget data from three South American coun- 
tries yields a permanent consumption elasticity 
of about 0.9, significantly below unity but 
above the short-run elasticity. Pure transitory 
variation is small, most income inequality be- 
ing permanent. About half of permanent in- 
come variation is explained. Education is the 
chief determinant, with substantial age varia- 
tion among the well-educated; life-cycle stage 
affects consumption only slightly. Amer. Econ. 
Rev., June 1979, 69(3), pp. 355-68. The Brook- 
ings Institution, Washington, D.C. 

Shiba, T. — The Personal Savings Function of 
Urban Worker Households in Japan 
The savings ratio of urban worker house- 
holds in Japan kept increasing over the last 
three decades. A puzzling phenomenon in the 
1970’s is that the savings ratio increased as in- 
flationary pressure mounted. After demon- 
strating that conventional savings functions do 
not explain the urban worker household’s sav- 
ings behavior in the 1970’s, the paper proposes 
a new savings function, which explains the in- 
crease in the savings rates in the inflationary 
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period. A Bayedan test of a parameter shift 
is used, since the Chow test is not impropriate 
for our data. Reo. Earn. Statist, May 1979, 
6/(2), pp. 206-13. University of Pennsyl- 
vania. 

Temin, P.— The Origin of Compulsory Drug 
Prescriptions 

Before 1938, the only drugs for which pre- 
scriptions were needed were certain narcotics 
specified in the Harrison Anti-Narcotics Act of 
1914. This state of affairs ended in 1938 when 
two different categories of non-narcotic 
drugs — ^prescription and over-the-counter — 
were created. Although there was new legisla- 
tion in 1938, the class of non-narcotic prescrip- 
tion drugs was created by FDA regulation, not 
the new law. This paper recounts the story 
of how a new category of drugs was created 
in 1938 and written into law in 1951. It argues 
that the curtailment of a consumer-directed 
market for drugs was the result of internal 
FDA processes. /. Law Econ., April 1979, 22(1), 
pp. 91-105. Massachusetts Institute of Tech- 
nology. 

930 Urban Economics 

931 Uiban Economics and Public Policy 
Doebele, W. A.; Grimes, O. F., Jr. and Linn, 
J. F. — Participation of Beneficiaries in Fi- 
nancing Urban Services; Valorization 
Charges in Bogotk, Colombia 
This paper analyzes the financing of street 
improvements, sewer extensions, and other ur- 
ban services by valorization charges, a system 
of taxation by which the cost of these services 
is allocated to affected properties in proportion 
to the benefits conferred. The experience of 
BogoU, Colombia, illustrates the impacts of 
this system as ai^eans of facilitating urban pub- 
lic service pfoyision in developing countries 
at a rate metropolitan 

growth. The situdy suggests that valorization 
could con^tute an improvement in the capa- 
bility of many nu^or cities to install infrastruc- 
ture benefiting families at all income levels, 
if they are tied to a well-organized training 
program and effective technical supervision. 
Land Econ., Feb. 1979, 55(1), pp. 73-92. Har- 
vard University. 


932 Housing EoonomiM 
Bender, B. A.— The Determinants of Housing 
Demolition and Abandonment 
This paper modifies the long-run equilib- 
rium model of housing production so as to al- 
low for the existence of non-optimal housing 
and the removal of housing from the existing 
stock. The incentives of local (Chicago) statutes 
regarding the manner of removal (private 
demolition or abandonment) are also incorpo- 
rated in the model. Estimation of private de- 
molition rate and abandonment rate regres- 
sions across Chicago neighborhoods indicates 
that the decision to demolish is dependent 
upon the change in location-specific housing 
demand, there is a threshold level of this 
change, and the choice between private demo- 
lition and abandonment is sensitive to the eco- 
nomic incentives in the law. Southern Econ. 
/. July 1979, 46(1), pp. 131-44. Texas A&M 
University, College Station. 

Cheung, S. N. S. — Rent Control and Housing 
Reconstruction; The Postwar Experience of 
Prewar Premises in Hong Kong 
Under rent control, some rights transferred 
from the landlord to the tenant are ambiguous. 
The right to reconstruct as a rule remains with 
the landlord; however, the tenant holds the 
right to possession. When reconstruction 
would require that the building be vacated 
who, then, has the exclusive right to the rental 
income of the reconstructed building? This pa- 
per demonstrates that under rent control land- 
lords may either go to the extreme of demolish- 
ing sound buildings or, if they are'precluded 
from evicting tenants, may postpone needed 
reconstruction indefinitely. No rent control has 
ever reached an economically e£Bcient solution 
for housing reconstruction. / Law Econ., April 
1979, 22(1), pp. 27-53. University of Washing- 
ton, Seattle. 

Polinsky, A. M. and Ellwood, D. T. — An Em- 
pirical Reconciliation of Micro and Grouped 
Estimates of the Demand for Housing 
This paper seeks to empirically reconcile es- 
timates of the income and price elasticities of 
housing demand obtained by studies using mi- 
cro data with those obtained using grouped 
(by metropolitan area) data. It is shown that 
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the diflferent estimates can be accounted for 
by frequently made specification errors. In or- 
der to estimate the correctly specified micro 
and grouped equations, a new technique is 
used to derive the price of housing for each 
househdd in die sample. Hie results of this 
study suggest that the true (permanent) in- 
come elasticity is somewhat over 0.8 and the 
true price elasticity is approximately —0.7. Rev. 
Boon. Statist., May 1979, 61(2), pp. 199-205. 
Harvard University. 

940 Regional Economics 
941 Regioiial Economics 
Barnard, J. R. and Ballman, R. J., Jr. — ^Tests 
of Regional Intersectoral Flows Analysis 
Multipliers 

This paper examines intersectoral flows anal- 
ysis (IFA) and economic base model multipliers 
in explaining regional employment change 
with the purpose of providing insight into the 
issue of model predictive accuracy. The tests 
involve IFA models for the Quad Cities urban 
area (Davenport, Iowa, and Rock Island and 
Moline, Illinois SMSA) and of the Hansen- 
Tiebout model of California. The tests compare 
the explanatory performance of the IFA multi- 
pliers against economic base multipliers de- 
rived from secondary data sources by use of 
location quotients. The general test results can 
be summarized as indicating that the IFA ap- 
proach is better at explaining monthly employ- 
ment change. J. Reg. Sci., May 1979, 19(2), pp. 
201-15. University of Iowa, Ames; Augustana 
College, Barcelona. 

Hay, D. A. — The Location of Industry in a De- 
veloping Country: The Case of Brazil 
The paper attempts to evaluate the relative 
ability of alternative theoretical approaches 
(“regional growth,” comparative advantage, 
and location theory) to explain the pattern of 
regional industrial development in Brazil, 
1919-59. The three approaches are first sub- 
jected to theoretical scrutiny, to provide a basis 
for testing. Regional comparative advantage 
is rejected on both theoretical and empirical 
grounds. “Regional growth” hypotheses do not 
perform well empirically when properly speci- 
fied. The location theory approach presents 
diflBculties of specification and testing, but 


gains some support from the Brazilian eiqieTi' 
ence. Oxford Boon. Pap., Mardi 1979, 3/(1), 
pp. 93-120. Jesus College, University ci Ox- 
ford. 

Martin, R. C. — Federal Regional Development 
Progygms and U.S. Problefn Areas 
This paper provides an analysis of the opera- 
tion of U.S. federal regional development pro- 
grams as they have been applied to different 
types of distressed regions. Five categories of 
economic problem areas are specified, ranging 
from rich and growing areas with high unem- 
ployment rates to poor depressed rural areas. 
The underlying cause of distress for each cate- 
gory is discussed, and a regional delineation 
of these areas is provided. Utilizing coimty 
level data on the annual disbursement by pro- 
gram type, the spatial pattern of federal devel- 
opment funding to these areas is examined 
next. Various hypotheses concerning the ex- 
pected effectiveness of these programs for as- 
sisting different types of problem areas are dis- 
cussed and empirically tested. The results 
indicate that existing programs are most effec- 
tive in assisting not-so-poor depressed rural 
areas whose economic problems are coming 
from diminished employment opportunities in 
extractive industries. / Reg. Sci., May 1979, 
19(2), pp. 157-70. University of South Carolina, 
Columbia. 

Miyao, T. — A Probabilistic Model of Location 
Choice with Neighborhood Effects 
This paper develops a probabilistic model 
of location choice by many types of individuals 
who interact among themselves in the pres- 
ence of neighborhood effects within each loca- 
tion. Elquilibrium is defined as an allocation 
of individuals among locations such that for 
every type of individuals the selection proba- 
bility for each location is equal to the propor- 
tion of individuals actually choosing the loca- 
tion in question. Such an equilibrium is shown 
to exist under continuity assumptions, and it 
proves to be unique and stable if the degree 
of neighborhood effects is sufficiently small. J. 
Boon. Theory, Dec. 1978, 79(2), pp. 347^8. 
University of Southern California, Los Angeles. 

Round, J. I. — Compensating Feedback Effects 
in Interregional Input-Output Models 
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The ne{^ect of h^terregional feedback effects 
has been ported as a possible source of error 
in regional input-output models. This study 
emphasizes the economic accounting base of 
these models, so that an underestimation of 
some flows must imply an overestimation of 
other flows in the system. A series of experi- 
ments on a two-region interregional model for 
the United Kingdom suggests the conclusion 
that the accounting constraints ensure that the 
feedback efiects fully compensate for the par- 
tial or complete neglect of cross-hauling of 
goods between the regions. / Reg. Sci., May 
1979, 19(2), pp. 145-55. University of Warwick, 
England. 


Schweizer, U. — A Spatial Version of the Non- 
substitution Theorem 

It is shown that, in equilibrium, production 
in a monocentric city takes place in rings 
around the central business district (CBD) and 
that the ordering of these rings, referred to 
as production pattern, does not depend on final 
demand at the CBD nor on prices for factors 
of production to be imported at the CBD, 
neither do gradients of f.o.b. prices and land 
rent at each ring. The result holds under 
the assumption that production is gov- 
erned by a Leontief technology. /. Econ. 
Theory, Dec. 1978, 19(2), pp. 307-20. Uni- 
versity of Bonn. 
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